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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the ‘Federal Power Act” and parts 
II and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202(f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the Natural Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U.S.C. 717-717w), as amended February 7, 
1942 (56 Stat. 83, 15 U.S.C. 717f), July 25, 1947 (61 Stat. 459, 15 
U.S.C. 717f), and March 27, 1954 (68 Stat. 36, 15 U.S.C. 717(c)), 
and has certain duties under the Tennessee Valley Authority Act, 
approved May 18, 1933 (48 Stat. 1075), and amendments thereto; 
the Bonneville Act, approyed August 20, 1937 (50 Stat. 731); the 
Fort Peck Act, approved May 18, 1938 (52 Stat. 403); and under 
various Flood Control and River and Harbor Acts (notably the Flood 
Control Act of 1944, approved December 22, 1944 (58 Stat. 887)), 
and other statutes, as well as Executive Orders. 

This volume, the thirteenth of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1954, to December 31, 1954, inclusive. In addi- 
tion to the formal opinions, there have been included intermediate 
decisions which have become final and selected orders of the Com- 
mission issued during such period. The List of Producer Orders 
issued during 1954 is published in Volume 14. 
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In THe Martrers oF 
THE CALIFORNIA OREGON POWER COMPANY 
Upon Application for License 
Project No. 2082 and Docket No. E-6390 
January 28, 1954* 
Syllabus 


Commission concludes that the Klamath River constitutes navigable waters 
of the United States, and consequently the proposed project and the five 
existing projects are subject to the licensing authority of the Commission 
under Part I of the Federal Power Act. P.3. 

Commission also asserts jurisdiction under Section 4 (e) of the Federal 
Power Act on the ground that the existing projects are using, and the 
proposed project will use surplus water from a Government dam. P. 3. 


. The 1917 contract between Copco’s predecessor and the United States does 


not constitute authority for the continued occupancy of navigable waters 
of the United States, and licenses under the Federal Power Act are 
required. P. 4. 


. Application by Copeo to State for power permit for proposed project con- 


stitutes satisfactory compliance with State requirements under Section 
9 (b) of the Federal Power Act, in view of conditions of license to be 
issued in this matter. P. 5. 


. Commission issues license to Copco under Section 4 (e) of the Federal Power 


Act for Project No. 2082, and orders Copco to file application for licenses 
under the Federal Power Act for its five existing projects. P. 13. 


Doty, Commissioner, concurring in the result only. 
Gregory A. Harrison, Malcolm T. Dungan, Herman Phleger, and 


Brobeck, Phleger & Harrison for the California Oregon Power Co. 


Joseph B. Hobbs and Joseph E. Hayden for the staff of the Federal 


Power Commission. 


By THE ComMIssION : 


OprInion 


These are proceedings under the Federal Power Act (1) on an 


application filed April 19, 1951 by The California Oregon Power 
Company (hereinafter called Copco or Applicant) for a license for 
the proposed Big Bend No. 2 hydroelectric development, designated 


*Designated Commission Opinion No. 266. Rehearing denied by order issued March 29, 
1954. See supplemental Opinion No. 266—A, 15 FPC 14. 


Epitor’s Nota: Affirmed 239 F. 2d 426 (CADC, 1956). 
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as Project No. 2082, at mile 223 on the Klamath River, a point about 
13 miles upstream from the California-Oregon boundary line, and 
(2) on an order to show cause (Docket No. E-6390) issued by this 
Commission on November 28, 1951 as to whether any or all of 
Copco’s five existing hydroelectric developments on the Klamath 
River in Oregon and California are subject to the licensing require- 
ments of the Federal Power Act. 

The Klamath River system has its headwaters in the Williamson 
River, the source of which is a spring located on the Klamath Indian 
Reservation. Upper Klamath Lake is a shallow body of water about 
20 miles long and 6 miles wide which discharges at the City of 
Klamath Falls into a one-mile-long connection known as Link River, 
which in turn discharges into Lake Ewauna, a body of water about 2 
miles long and a half-mide wide, which gradually narrows at its lower 
end and becomes the Klamath River. The Klamath flows thence in a 
general southwesterly direction into California and on to the Pacific 
Ocean. 

In view of the widespread interest in the two matters, we ordered a 
public hearing which was held in Klamath Falls, Oregon. On July 7, 
1953 the Presiding Examiner issued his Initial Decision in the Docket 
No. E-6390 proceeding, and on October 2, 1953, issued his Initial 
Decision in the Project No. 2082 proceeding. The Examiner found 
that proposed Project No. 2082 would occupy navigable waters and 
lands of the United States; would affect the interests of interstate 
commerce (1) by causing noticeable fluctuations in downstream nav- 
igable capacity of the Klamath River and (2) by utilizing waters for 
the generation of electric energy for transmission in interstate com- 
merce; and would utilize surplus water from a Government dam. 
And, he concluded that proposed Project No. 2082 is subject to the 
Commission’s licensing authority. 

In addition, the Examiner found that all of the existing projects 
occupy navigable waters of the United States; (that two of the 
projects, Copco No. 1 and Copco No. 2, produce noticeable fluctuations 
in the navigable capacity of the Klamath River, and in such way 
affect the interests of interstate commerce) that they utilize waters 
for the generation of electric energy for transmission in interstate 
commerce and in that way affect the interests of interstate commerce; 
that they utilize surplus water from a Government dam; and, he 
concluded that all of the existing projects are subject to the licensing 
authority of the Commission. 

Exceptions to the Examiner’s Initial Decisions were filed by Copco 
and others and oral argument was held before the Commission, the 
argument being limited to the jurisdictional issues raised by the ex- 
ceptions. In the exceptions none of the parties questioned the find- 
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ing with respect to navigability, nor that Project No. 2082 would 
occupy lands of the United States, but parties did object, as being 
unnecessary, to the assertion of jurisdiction on any other basis. 

We have reviewed the evidence of record respecting navigability 
and we affirm the Examiner’s conclusion that the Klamath River 
system constitutes navigable waters of the United States, and conse- 
quently proposed Project No. 2082 and the five existing projects are 
subject to the licensing authority of the Commission under Part I of 
the Federal Power Act. 

The record shows that Copco No. 1 and Copco No. 2 plants are 
operated in such manner as to produce appreciable fluctuations in the 
Klamath River. However, in view of the navigable status of the entire 
river, we do not consider it necessary to assert our jurisdiction 
separately on this ground. 

As stated above, the Examiner found that proposed Project No. 
2082 will and the five existing projects are utilizing water for the gen- 
eration of electric energy which in turn is transmitted in interstate 
commerce, and he concluded that in such way they affect the interests 
of interstate commerce, and are therefore subject to the licensing 
authority of the Commission. We reject that conclusion as unwar- 
ranted under the Federal Power Act. 

The record shows that the existing projects are using, and the pro- 
posed project will use, surplus water from a Government dam, and 
jurisdiction on this ground must be asserted by the Commission, for 
under the provisions of Section 10 (e) of the Federal Power Act this 
Commission has the responsibility of fixing reasonable annual charges 
for the use of a Government dam. 

The Government dam involved here is the Link River dam located 
at the outlet of Upper Klamath Lake. It appears that on February 
24, 1917, a contract was made between Copco’s predecessor corpora- 
tion, California Oregon Power Company and the United States, for 
the purpose of adjusting the water rights in the Lake and Klamath 
River between power and irrigation use. Under the provisions of the 
contract, Copco constructed the Link River dam and conveyed the 
dam and the land upon which it is situated to the United States, in 
consideration for which Copco agrees to regulate the lake between 
certain specified elevations, to furnish water to the irrigators for irri- 
gation purposes, and to supply energy at low rates for pumping pur- 
poses in connection with irrigation and drainage during the entire 
50-year period of the contract. The contract expires in 1967 and, 
unless its terms are extended by contract or otherwise, upon its expira- 
tion the parties including Copco, the United States, and the irrigators 
will be returned to the same positions with respect to power and water 
rights as they were prior to the execution of the contract. 





FEDERAL POWER COMMISSION 


Copco’s contention that the Link River dam is a dual-purpose dam 
for irrigation and power uses and that there can be no “surplus 
water” until both purposes are satisfied, is not supported by the facts. 
Under the provisions of the Link Dam Agreement, Copco’s water 
rights are subordinated for the 50-year period of the agreement to 
the needs of the irrigators. The record shows that as far back as 1926 
Copco considered that under the Agreement the United States had a 
prior water right for all the United States could use for irrigation 
purposes. Moreover, that interpretation was concurred in by Copco’s 
Vice President and General Manager during the course of the public 
hearing in these proceedings. In other words, Copco itself agrees 
that under the Agreement the United States has the “first use” to the 
water and that, if there is any “surplus” afterwards, then Copco may 
use it. 

While recognizing that the Federal Power Act relates to the utiliza- 
tion of surplus water from all types of Government dams, the Secre- 
tary of the Interior calls attention to the fact that under reclamation 
law since 1906, he has been empowered specifically to grant power 
privileges in connection with Government dams under his jurisdiction 
and control for reclamation purposes. Cited in the Secretary’s brief 
are the Act of April 16, 1906 (32 Stat. 116) and the Reclamation 
Project Act of 1939 (53 Stat. 1187). Under the Secretary’s theory, 
Congress, by implication, repealed such parts of the Federal Power 
Act as were in conflict with the Reclamation Project Act of 1939. 

Of course, repeals by implication are not favored in the law and 
close examination will reveal that there is no irreconcilable conflict 
between the Federal Power Act and the reclamation laws referred 
to by the Secretary here as far as this case is concerned. The 1906 and 
1939 Acts authorize the Secretary to lease “surplus power” or “power 
privilege.” These Acts seemingly relate to the sale of electric power 
or the lease of water power including head and water, but not to the 
sale or lease of water as such. Where there is available stored water 
not to be used in irrigation, which represents storage over and above 
that needed for irrigation, and which would otherwise flow unused 
down the main channel of the stream, that water is “surplus water,” 
and, if used for power development, would require a license from this 
Commission. Thus there is a distinction to be drawn between “sur- 
plus power” or “power privilege” in the reclamation laws, and “sur- 
plus water” from a Government dam as used in the Federal Power 
Act; and we are here concerned with surplus water only. 

Another point urged by the Secretary is that the 1917 contract con- 
stitutes a prior permit within the meaning of Section 23 (b) of the 
Federal Power Act and consequently no further Federal authority is 
necessary until such time as the contract expires or is terminated. We 
are unable to find that the contract is or may be deemed to be Federal 
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authority for the development of water power from a stream over 
which Congress has jurisdiction. 

The Commission has had occasion to pass upon the questions of 
need for license under the Act even where departmental permits have 
been issued. For example, in the Montana Power Company case, 
IT-5840, the company had certain Forest Service and Interior De- 
partment permits covering some of its Missouri River developments 
which had been issued on the basis of occupancy of forest and other 
Government lands. Even though these permits were valid for the pur- 
poses for which issued (and they were by their terms permits—not 
contracts), it was determined that they were insufficient authority 
for the continued occupancy of navigable waters of the United States 
and that licenses under the Federal Power Act were required. This 
determination was upheld by the United States Court of Appeals for 
the District of Columbia Circuit, and the Supreme Court denied 
certiorari.* So even if the 1917 contract could be considered as the 
equivalent of a permit of some sort, it is very doubtful that Copco 
could rely upon it as complete authorization for its continued occu- 
pancy of a navigable water of the United States without license 
authority from this Commission or Act of Congress. 

There are a number of legal questions which have arisen with re- 
spect to the validity and scope of the Oregon water rights claimed by 
the Bureau of Reclamation on behalf of the United States and on 
behalf of the irrigators. This Commission’s role in water-resource 
development is not that of arbiter or adjudicator of water rights under 
the laws of the various States. The evidence of record shows that 
Copco has made application to the State of Oregon for a power permit 
covering proposed Project No. 2082. Under the interpretation of Sec- 
tion 9 (b) of the Federal Power Act as rendered by the Supreme Court 
in the First Jowa case (328 U.S. 152) such an application to the State 
authorities may be deemed satisfactory compliance with State re- 
quirements. In view of the conditions of the license to be issued in 
this matter, we find that Copco has shown satisfactory compliance 
with the requirements of State laws. 

In reporting under Section 4 (e) of the Federal Power Act on 
Copco’s application for license, the Secretary of the Interior recom- 
mended that the license be denied. However, in the oral argument 
before us, counsel for the Secretary stated that the Presiding Exam- 
iner’s Initial Decision in the project proceeding was generally satisfac- 
tory—primarily because it contains a condition which would require 
Copco to enter into a contract with the Department of the Interior 


prior to issuance of a license. That requirement will be included in the 
license. 


*Montana Power Co. v. Federal Power Commission, 185 F. 2d 491, cert. den., 340 
U. 8. 947. 
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Appropriate orders will issue in these proceedings in conformity 
with this Opinion. 
Commissioner Doty concurring in the result only. 


ORDER ISSUING LICENSE (MAJOR) 


Application was filed April 19, 1951 by The California Oregon 
Power Company, of Yreca, California, for a license under the Fed- 
eral Power Act for a proposed hydroelectric development, designated 
as Project No. 2082, to be located on the Klamath River in Klamath 
County, Oregon, and affecting public lands of the United States. 

A public hearing was held on the application in Klamath Falls, 
Oregon, commencing on June 30, 1952 and ending on July 3, 1952, 
before an Examiner of the Commission. For hearing purposes the 
above-designated matter was consolidated with the proceeding in 
Docket No. E-6390. In the hearing all parties, including the Appli- 
cant and the Staff of the Commission, as well as the Secretary of the 
Interior, the States of California and Oregon, and a group of other 
Interveners comprising Tulelake American Legion Post No. 164, et 
al., participated, and presented testimony and documented exhibits. 
After the close of the hearing briefs were filed by the various parties 
and by the Staff, and an Initial Decision was rendered by the Presid- 
ing Examiner containing findings, conclusions, and an order. On 
December 1, 1953, the Commission heard oral argument on exceptions 
to the Examiner’s Initial Decisions in the consolidated proceedings. 

Upon consideration of the record in the above-entitled proceeding, 
the briefs of the parties filed in connection therewith, the Examiner’s 
Initial Decision and the exceptions thereto, the oral argument upon 
such exceptions, and having this day issued our Opinion No. 266, 
which is hereby incorporated herein by reference and made a part 
hereof, the Commission further finds: 

(1) Proposed Project No. 2082 would consist of: 

(a) All lands constituting the project area and enclosed by the 
project boundary or the limits of which are otherwise defined and/or 
interest in such lands necessary or appropriate for the purposes of the 
project, whether such lands or interest therein are owned or held by 
the Applicant or by the United States; such project area and project 
boundary being tentatively shown and described by certain exhibits 
which formed a part of the application for license and which are 
designated and described as follows: 

Exhibit J : Maps in two sheets, signed The California Oregon Power 
Company by J. C. Boyle, Vice President & General Manager, April 16, 
1951, comprising : Sheet No. 1 (FPC No. 2082-1) entitled “Hydro De- 
velopment Klamath River in Oregon and California General Map.” 
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Sheet No. 2 (FPC No. 2082-2) entitled “Hydro Development- 
Klamath River in Oregon and California Profile and Topographic 
Map.” 

Exhibit K: Maps in two sheets, signed The California Oregon 
Power Company by J. C. Boyle, Vice President & General Manager, 
April 16, 1951, comprising: Sheet No. 1 (FPC No. 2082-3) entitled 
“Hydro Development Klamath River in Oregon and California Topo- 
graphic Map—Big Bend No. 2.” 

Sheet No. 2 (FPC No. 2082-4) entitled “Hydro Development Klam- 
ath River in Oregon and California Project Boundary and Land 
Ownership Big Bend No. 2.” 

(b) Principal structures, comprising a concrete gravity-type diver- 
sion dam approximately 52 feet high and 310 feet long, with fixed crest 
at elevation 3,628 feet (U.S.G.S. datum) in SW14NE}, section 12, 
T. 40 S., R. 6 E., Willamette meridian; a temporary regulating dam 
in SEY, section 31, T. 39 S., R. 7 E., Willamette meridian, to provide 
a reservoir with approximately 1,150 acre-feet of pondage at normal 
high-water elevation 3,793 feet (U.S.G.S. datum) ; a conduit, partly 
pipe and partly tunnel, about 4,440 feet long; a surge chamber; a pen- 
stock about 600 feet long; a powerhouse with two 25,000-kilowatt gen- 
erators each connected to a 37,000-horsepower turbine; a substation; a 
transmission line about one-quarter mile long from the substation to 
Applicant’s 66,000-volt Fall Creek-Klamath Falls line which is under 
license for Project No. 704; the location, nature and character of 
which are more specifically shown by the exhibits hereinbefore cited 
and by certain other exhibits which also formed part of the applica- 
tion for license and which are designated and described as follows: 

Exhibit L: Drawings in four sheets, signed The California Oregon 
Power Company by J. C. Boyle, Vice President and General Manager 
or Vice President & General Manager, April 16, 1951, comprising: 
Sheet No. 1 (FPC No. 2082-5) entitled “Hydro Development—Klam- 
ath River in Oregon and California Diversion Dam—Big Bend No. 2.” 

Sheet No. 2 (FPC No. 2082-6) entitled “Hydro Development Klam- 
ath River in Oregon and California Conduit Profile and Sections Big 
Bend No. 2.” 

Sheet No. 3 (FPC No. 2082-7) entitled “Hydro Development— 
Klamath River in Oregon and California Power House Plan and Sec- 
tions Big Bend No. 2.” 

Sheet No. 4 (FPC No. 2082-8) entitled “Hydro Development— 
Klamath River Regulating Dam Big Bend No. 2.” 

Exhibit M: A statement in two sheets entitled “General Description 
and Specifications of Equipment,” with proposed circuit diagram, 
signed The California Oregon Power Company by J. C. Boyle, Vice 
President & General Manager, April 16, 1951. 
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(c) All other structures, fixtures, equipment, or facilities used or 
useful in the maintenance and operation of the project and to be 
located in the project area, including such portable property as may 
be used or useful in connection with the project or any part thereof, 
whether located on or off the project area, if and to the extent that 
the inclusion of such property as a part of the project is approved or 
acquiesced in by the Commission; also the part or parts of the stream 
within the project boundary and riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(2) The California Oregon Power Company is a corporation 
organized under the laws of the State of California; is duly author- 
ized to do business in the States of California and Oregon; and has 
submitted satisfactory evidence of compliance with the requirements 
of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(3) No conflicting application is before the Commission. 

(4) The proposed Big Bend No. 2 project would be located in and 
along a navigable water of the United States. 

(5) The proposed Big Bend No. 2 project would occupy lands of 
the United States. 

(6) Link River Dam is owned by the United States and is, there- 
fore, a “Government dam” within the definition of Section 3 (10) of 
the Act. 

(7) The proposed Big Bend No. 2 project would utilize surplus 
water from a Government dam within the meaning of Section 4 (e) 
of the Act. 

(8) The issuance of a license, as hereinafter provided, will not 
affect the development of any water resources for public purposes 
which should be undertaken by the United States itself. 

(9) The issuance of a license for the project as hereinafter pro- 
vided will not interfere or be inconsistent with the purposes of any 
reservation or withdrawal of public lands. 

(10) The Applicant has submitted satisfactory evidence of its 
financial ability to construct and operate the proposed project. 

(11) Under present circumstances and conditions, and upon the 
terms and conditions hereinafter imposed, the project is best adapted 
to a comprehensive plan for improving or developing the waterways 
involved for the use or benefit of interstate or foreign commerce, for 
the improvement and utilization of water-power development and for 
other beneficial public uses including recreational purposes. 

(12) No license should be issued for the proposed project without 
such conditions as will require proof of extension of the present con- 
tract between the United States and the Licensee before construction 
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of the project is undertaken, thereby implementing the provisions of 
Section 27 of the Federal Power Act insofar as they apply to the 
appropriation under State law of water used in irrigation. 

(13) The installed capacity of the proposed project would be 67,000 
horsepower, and the energy generated would be used on the system of 
the Applicant. 

(14) The amount of annual charges to be paid under the license 
for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, and for recompensing it for the 
use, occupancy, and enjoyment of its lands is reasonable, as herein- 
after fixed and specified. 

(15) The benefits received by the United States under the Link 
Dam Agreement, dated February 24, 1917, as amended, constitute 
reasonable compensation for the use of surplus water from that 
Government dam, and no additional charge therefor should be made 
under the license during the term of that agreement or extension 
thereof. 

(16) In accordance with Section 10 (d) of the Act, the rate of 
return upon the net investment in the project, and the proportion of 
surplus earnings to be paid into and held in amortization reserves, are 
reasonable as hereinafter specified. 

(17) The exhibits, designated and described in paragraphs (a) 
and (b) above as part of the application, conform to the Commission’s 
rules and regulations and should be approved as part of the license 
for the project. 

The Commission orders: 

(A) This license is issued to The California Oregon Power Com- 
pany, of Yreka, California, under Section 4 (e) of the Federal Power 
Act for a period of fifty (50) years, effective as of the first day of the 
month in which the acceptance hereof is filed with the Commission, for 
the construction, operation, and maintenance of Project No. 2082, 
subject to the terms and conditions of the Act which is incorporated 
by reference as a part of this license, and subject to such rules and 
regulations as the Commission has issued or prescribed under the 
provisions of the Act, Provided, however, That the acceptance of this 
license shall be filed within one year from the date of issuance of this 
order, or within such further period of time as may be granted by the 
Commission, and Provided, further, That with and as a part of the 
acceptance of this license, the Licensee hereunder shall file conformed 
copies (in quadruplicate) of the existing agreement between the 
Licensee and the United States (by the Secretary of the Interior), 
dated February 24, 1917, as amended, which has been further amended 
or renewed to cover a time period at least equivalent to the time period 
of this license, or a new agreement, covering a time period at least 
468918—61——4 
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equivalent to the time period of this license between the Licensee and 
the United States, which provides for the storage in and release of 
water from Upper Klamath Lake in Oregon, and the use thereof by 
the Licensee for the generation of electric energy under terms and 
conditions substantially similar to those terms and conditions con- 
tained in the existing February 24, 1917 agreement, as amended. 

(B) This license is also subject to the terms and conditions set 
forth in Form L-6, December 15, 1953, entitled “Terms and Condi- 
tions of License for Unconstructed Major Project Affecting Navigable 
Waters and Lands of the United States,” which terms and conditions 
described as Articles 1 through 27 are attached hereto and made a 
part hereof; and subject to the following special conditions set forth 
herein as additional articles: 

Article 28——The Licensee shall not commence construction of the 
project until its acceptance of the license as outlined in paragraph (A) 
hereof has been filed; and within one year from the effective date of 
the license, the Licensee shall commence construction and thereafter 
in good faith and with due diligence prosecute such construction and 
shall complete the project works within two years from beginning 
of construction. 

Article 29.—The Licensee shall, prior to flooding, clear all lands in 
the bottoms and margins of reservoirs up to high-water level, clear 
and keep clear to an adequate width lands of the United States along 
open conduits, and shall dispose of all temporary structures, unused 
timber, brush, refuse, or inflammable material resulting from the 
clearing of the lands or from the construction and maintenance of the 
project works. In addition, all trees along margins of reservoirs 
which may die during operation of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be 
done with due diligence and to the satisfaction of the authorized 
representative of the Commission. 

Article 30—The Commission reserves the right to determine at a 
later date the following matters: 

(a) Which additional transmission lines and facilities, if any, shall 
be included in the license as a part of the project works; 

(b) Whether or not Project 2082 and other constructed develop- 
ments operated and maintained by the Licensee on the Klamath 
River and the Link River shall be encompassed by a single license 
as being parts of a complete unit of improvement or development; 

(c) Whether or not such single license, if required, should contain 
@ provision reserving the Commission’s authority in the interests of 
protection of life, health, and property, to require the installation of 
re-regulating facilities at or near the Iron Gate site on the lower 
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Klamath River, in California, after notice and opportunity for 
hearing. 

Article 31—Upon completion of the project, the Licensee shall file 
Exhibits F and K for the project including transmission facilities 
revised in accordance with the Commission’s rules and regulations. 

Article 32.—The Licensee shall construct, operate, and maintain 
fishways at the diversion dam and the temporary regulating dam, and 
screens at the intake for the Big Bend No. 2 conduit. Plans for fish- 
ways and screens shall be submitted in advance of construction of 
these facilities for approval by the Commission with advice of the 
Secretary of the Interior and the Oregon State Game Commission. 

Article 33—The Licensee shall replace the egg-taking station on 
the Klamath River at the mouth of Spencer Creek as may be pre- 
scribed hereafter by the Commission upon the recommendation of 
the Oregon State Game Commission. 

Article 34.—The Licensee shall for the protection of fishlife main- 
tain in the natural channel of the Klamath River immediately below 
the diversion dam a reasonable minimum flow consistent with the 
primary purpose of the project to be fixed hereafter by the Commis- 
sion after notice to interested parties and opportunity for hearing. 

Article 35.—The Licensee shall pay to the United States the fol- 
lowing annual charges: 

(a) For the purpose of reimbursing the United States for the costs 
of administration of Part I of the Act, one (1) cent per horsepower 
on the authorized installed generating capacity (67,000 horsepower), 
plus two and one-half (214) cents per 1,000 killowatt-hours of gross 
energy generated by the project during the calendar year for which 
the charge is made; 

(b) For the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands exclusive of those used for 
transmission line right-of-way, $2,530.00; 

(c) For the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands used for transmission line 
rights-of-way only, an amount to be hereinafter determined, if any; 

(d) For the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of Link Dam, the consideration and benefits 
set forth in the Link Dam Agreement, as amended, are reasonable and 
adequate during the term of the agreement. Upon termination of the 
Link Dam Agreement other reasonable annual charges may be fixed 
with the approval of the Secretary of the Interior for the use of Link 
Dam under this license and the charges may be further readjusted 
from time to time, as provided in the first proviso of Section 10 (e) 
of the Act. 

Article 36.—The authorization herein for the temporary regulating 
dam and reservoir shall terminate without expense to the United 
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States or its licensee for Big Bend No. 1 development when and in 
the event the development of Big Bend No. 1 site is subsequently 
authorized. 

Article 37.—The Licensee shall guarantee continuing access to and 
across lands of the United States within the project area for legitimate 
business and shall allow the use by any agency of the United States 
or its permittees of any access road or roads, constructed in connec- 
tion with the project for the purpose of removing forest products 
with the understanding that the user of such road or roads for such 
purpose shall make appropriate arrangements with the Licensee to 
provide for any extraordinary road maintenance, that would be 
required as a result of that use. 

(C) The exhibits, designated and described in paragraphs (a) and 
(b) of finding (1) above, are approved as part of this license. 

(D) This order shall become final thirty (30) days from the date 
of its issuance unless application for rehearing shall be filed as 
provided by Section 313 (a) of the Act. 

Commissioner Doty concurring in the result only. 


ORDER REQUIRING FILING OF APPLICATION OR 
APPLICATIONS FOR LICENSES FOR MAJOR PROJECTS 


Upon consideration of the record in the above-entitled proceeding, 
the briefs, Examiner’s Initial Decision and exceptions thereto, and 
the arguments adduced, and having this day issued its Opinion No. 
266, which is incorporated by reference and made a part hereof, the 
Commission further finds: 

(1) The Klamath River, in Oregon and California, is a navigable 
water of the United States. 

(2) Upper Klamath Lake, Lake Ewauna, and Link River, in 
Oregon, constitute navigable waters of the United States. 

(3) The five existing hydroelectric developments involved in this 
proceeding, their location, capacities, and their dates of construction, 
are as follows: 





Name Date Capacity Location 
kilowatts 
I, ns * aaitiehcpeianited 1924 eR CID, oierterooinccuminagacennninienti Mile 254. 
WOR ctenccccseenosecoosdd 1908 ee Pd cnbidainndcudionsandaddqndcumstietion Mile 254. 
es eel 1914 SN si as i sca enrnnicimmptnnaiinabanitil Mile 234. 
eS earner 1918 te Se occtcctntcnddainntccssscdduneda Mile 198. 
CINEID. SD. cnscnadernnitnes 1925 eee Mile 196. 


(4) The California Oregon Power Company, owner and operator 
of Eastside, Westside, Keno, Copco No. 1 and Copco No. 2 hydro- 
electric developments, has operated and maintained, and presently 
operates and maintains, the five-named hydroelectric developments in 
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navigable waters of the United States without a license or licenses 
issued by the Federal Power Commission under the provisions of 
the Federal Power Act, or without any permit or valid existing 
right-of-way granted prior to June 10, 1920. 

(5) The five hydroelectric developments of The California Oregon 
Power Company on the Klamath or Link River utilize surplus water 
from a government dam, to wit, the Link River Dam at the outlet of 
Upper Klamath Lake in Oregon. 

(6) By reason of the occupancy of navigable waters of the United 
States and use of surplus waters from a government dam, each and 
all of the five hydroelectric developments of The California Oregon 
Power Company, on the Klamath or Link River, are subject to the 
licensing authority of the Commission, as set forth in Section 4 (e) 
of the Federal Power Act. 

(7) The California Oregon Power Company has not shown any 
cause why it is not appropriate, expedient, and in the public interest 
for the Commission to issue an order requiring that a license or 
licenses be applied for and accepted by The California Oregon Power 
Company, which would authorize the continued operation and main- 
tenance of its developments on the Klamath River and Link River in 
California and Oregon, or such other order or orders as it may find 
appropriate, expedient, and in the public interest to conserve and 
utilize the navigation and water-power resources of the region. 

The Commission orders: 

(A) The California Oregon Power Company shall file an applica- 
tion or applications for licenses under the Federal Power Act for the 
continued operation and maintenance of its Eastside, Westside, Keno, 
Copco No. 1 and Copco No. 2 hydroelectric developments. 

(B) Such application or applications shall be filed in accordance 
with the Commission’s General Rules and Regulations within six 
months after this order becomes effective. 

Commissioner Doty concurring in the result only. 
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In THE MATTERS OF 


ALUMINUM COMPANY OF AMERICA, 
KNOXVILLE POWER COMPANY; 
CAROLINA ALUMINUM COMPANY 


Opinion And Order Requiring The Filing of 
Applications for Licenses 


Docket Nos. IT-5696 ; 5697, 5698 
March 4, 1954* 
Syllabus 


1. Provisions of Section 26 (a) of the TVA Act do not take away from the 
Federal Power Commission its licensing authority over non-federal pro- 
jects. P. 22. 

2. Commission finds that the Little Tennessee River is a navigable water of 
the United States from its mouth to at least the mouth of Abrams Creek, 
mile 37. P. 26. 

8. Commission finds that the three projects are operated and maintained by their 
respective owners so as to affect the navigable capacity of navigable 
waters of the United States. P. 30. 

4. Commission orders respondents to file applications for licenses under the 
Federal Power Act for the continued operation and maintenance of their 
respective projects. P. 32. 

Randall J. LeBoeuf, Jr., Craigh Leonard, Halcyon G. Skinner, 
LeBoeuf, Lamb and Leiby and Harry Flynn for Aluminum Co. of 
America, Knoxville Power Co. and Carolina Aluminum Co. 

Willard W. Gatchell, John C. Mason, Joseph B. Hobbs and Vena M. 


Crosetto for the staff of the Federal Power Commission. 


By THe ComMMISSION : 
Oprnion 


The Commission instituted these proceedings by orders adopted on 
June 17, 1941, directing Respondents, the Aluminum Company of 
America (Alcoa) and its wholly-owned subsidiary, the Carolina 
Aluminum Company, to show cause why they should not be required 
to apply for licenses under Part I of the Federal Power Act for the 
continued operation and maintenance of three hydroelectric projects 
on the Little Tennessee River and its tributary, the Cheoah River, 
in the States of Tennessee and North Carolina. 

Consolidated hearings were held in 1941 at which evidence was 
presented by Respondents and by the Commission’s Staff. Pressure 
of the war emergency resulted in delay by the Commission in con- 


*Designated Commission Opinion No. 267. Rehearing denied by order issued April 23, 
1954. 
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sidering the evidence then presented. After the war emergency the 
matters were set for further hearing affording Respondents and the 
Staff opportunity to present additional evidence on the issues in- 
volved. Briefs and exceptions to tentative and initial decisions have 
been filed and we have heard oral argument. 

The projects involved are the Calderwood, Cheoah, and Santeetlah 
developments. In 1941 the Calderwood Project was owned by the 
Aluminum Company of America, and in 1945 it was transferred to 
its wholly-owned subsidiary, the Knoxville Power Company, which 
has been joined as a party to these proceedings. The Cheoah Project 
and the Santeetlah Project are owned by the Carolina Aluminum 
Company. 

The Calderwood Project.—The Calderwood project (Docket No. 
IT-5696) is located on the Little Tennessee River, the dam being 
approximately at mile 43.1 The drainage area above the dam is 1,856 
square miles, and the average flow at the dam is about 4,229 cubic 
feet per second (cfs). 

Construction of the project was started in 1927 by the Knoxville 
Power Company which transferred it to Alcoa in November 1929. 
Title was transferred back to Knoxville Power Company as of 
March 1, 1945. The project was placed in operation for the genera- 
tion of electric power in April 1930. 

The dam provides a static head of 217 feet with the reservoir full. 
The pool created by the dam has a useful storage capacity of 3,750 
acre-feet, and extends approximately eight miles upstream across the 
Tennessee-North Carolina line to the foot of the Cheoah dam. The 
power plant houses three units with a total turbine discharge capacity 
of 7,500 cfs, and a total generator capacity of 135,000 kva. 

The Cheoah Project.—The Cheoah project of the Carolina Alumi- 
num Company (Docket No. IT-5698) is located on the Little Ten- 
nessee River in North Carolina, the dam being approximately 51 miles 
above the mouth of the river, and just above the confluence of the 
Cheoah and Little Tennessee Rivers. Construction of the Cheoah 
project began in 1916; the dam was closed in December 1918 and the 
project was placed in operation for the generation of electric power 
in April 1919. 

The dam provides a static head of 189 feet with the reservoir full. 
The pool created by the dam has useful storage capacity of 7,500 
acre-feet, and extends about nine miles upstream to the foot of the 
Fontana dam constructed by the Tennessee Valley Authority (TVA) 
at about mile 60. The drainage area about the Cheoah dam is 1,608 
Square miles and the average flow at the dam is 3,804 cfs. 


1The mile references indicate the approximate distance upstream from the mouth of 
the river. 








16 FEDERAL POWER COMMISSION 


The power installation consists of five units with a total turbine 
discharge capacity of 8,280 cfs, and a total generator capacity of 
121,712 kva. 

The Santeetlah Project—The Santeetlah dam of the Carolina 
Aluminum Company (Docket No. IT-5697) is located on the Cheoah 
River in North Carolina, approximately 9 miles above its confluence 
with the Little Tennessee River. The flow of the Cheoah River is 
diverted at the Santeetlah dam through a pipe line and tunnel ap- 
proximately five miles long to the Santeetlah power house which is 
located on the left bank of the Little Tennessee River along the 
Cheoah reservoir, at a point about 5 miles above the Cheoah dam. 
The drainage area above Santeetlah dam is 176 square miles, and the 
average flow at the dam is 533 cfs. 

The dam provides a static head of 663 feet with the reservoir full. 
The pool created by the dam has a useful storage capacity of 133,300 
acre-feet and extends approximately 9 miles upstream. The power 
plant houses two units with a total turbine discharge capacity of 
932 cfs, and a total generator capacity of 50,000 kva. The dam was 
closed December 7, 1927 and power was placed on the line June 7, 1928. 

The Little Tennessee River—The Little Tennessee River rises in 
the Blue Ridge Mountains near Rabun Gap, Rabun County, Ga., 
flowing thence in a general northerly direction to Franklin, N. C., 
and thence in a general northwesterly direction to a point opposite 
Lenoir City, Tenn., about 47 miles downstream from Knoxville, where 
it empties into the Tennessee River. It has a length of about 7 miles 
in Georgia, 80 miles in North Carolina, and 49 miles in Tennessee, a 
total length of about 136 miles. It cuts through the Great Smoky 
Mountains and the Chilhowee Mountains before entering the valley 
along its lower reaches. The fall is very steep from its source to the 
Chilhowee Mountains, being 1,480 feet in the distance of 109 miles, 
an average of 1314 feet per mile, but from the latter point to the 
mouth, 33 miles, the fall is only 80 feet, an average of 2.48 feet 
per mile. The principal tributaries are the Nantahala, Tuckasegee, 
Cheoah, and Tellico Rivers, all of these, except the Tellico, which 
rises in the Unaka Mountains in eastern Tennessee, rise in the moun- 
tains in western North Carolina. The upper reaches of the main 
stream and its tributaries generally have high, steep banks, and the 
lower reach of the main stream below McGhee, Tenn., 20 miles above 
the mouth, has banks varying in height from 12 to 18 feet. The bed 
of the stream is composed of rock, gravel, and loose boulders. The 
drainage basin, in which the mean annual rainfall varies at different 
points from 46 to 82 inches with a mean for the whole basin of about 
58 inches, has an area of about 2,650 square miles. 
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The average discharge of the Little Tennessee at McGhee, Tenn. 
(about mile 20), is 5,677 cfs; at Calderwood, Tenn., a short distance 
below the Calderwood dam, 4,299 cfs; and at Fontana, North Caro- 
lina, at the head of the Cheoah pool, 3,388 cfs. With the exception of 
the French Broad River, the Little Tennessee River has the largest 
average flow of any tributary of the Tennessee River. 

The Cheoah River——The Cheoah River is a tributary of the Little 
Tennessee, entering the latter in North Carolina at about mile 51. 
It has its source in the Snowbird Mountains near the county line 
between Graham and Cherokee Counties, North Carolina. Above 
Robbinsville, North Carolina (about mile 18), the river is formed by 
a number of smaller streams, none of which bear the name of Cheoah 
River. From Robbinsville, the Cheoah flows northwesterly to its 
confluence with the Little Tennessee. The area of the Cheoah River 
watershed above Santeetlah dam is about 176 square miles, located 
entirely in Graham County, North Carolina. The average fall from 
Robbinsville to the mouth of the Cheoah River is approximately 
48 feet per mile. 

Historic Navigation.—The Little Tennessee River has been used by 
steamboats, gasoline boats, barges and other river craft for the trans- 
portation of persons and property by water between Abrams Creek 
at mile 37 and the mouth of the river opposite Lenoir, Tenn., and 
points beyond on the Tennessee River. Navigation on the Little 
Tennessee was an important means of transportation from the settle- 
ment of the region early in the 19th century until the coming of the 
railroads and highways. 

In most instances the boats known to have navigated the Little 
Tennessee were engaged in service on the Tennessee River. They 
varied in length from 35 to 130 feet, had beams of from 9 to 21 feet, 
and were operated with drafts ranging from 14 to 36 inches. Some 
of these boats made frequent trips as far upstream as Citico Creek at 
mile 31 during periods of high flow and occasionally they went as far 
up as Abrams Creek. Many of the boats and barges using the Little 
Tennessee went up to the mouth of Tellico River, at about mile 20 
(McGhee), at average flow and some could navigate up to that point 
the year around. 

The traffic on the Little Tennessee consisted principally of farm 
and forest products. Usually empty barges were towed upstream for 
loading; however, some freight was transported upstream. In the 
transportation of freight on the Little Tennessee it was customary 
to load barges and use boats for towing them downstream. 

The Commission has previously found the Little Tennessee River 
navigable for boat transportation from its mouth up to Abrams 
Creek at mile 37. That finding, together with a finding that the 
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then proposed Fontana project at mile 60 would affect the navigable 
capacity of the Little Tennessee River, was made in a proceeding on a 
declaration of intention filed October 1, 1940, pursuant to Section 
23 (b) of the Act, by Nantahala Power and Light Company, another 
wholly-owned subsidiary of Alcoa (2 F.P.C. 833). 

Effect on Navigable Capacity.—Respondents contend that the Little 
Tennessee does not have navigable capacity at flows under 9,000 
cubic feet per second (9,000 cfs) measured at the United States Geo- 
logical Survey gage at McGhee. 

This position of Respondents is based largely on their contention 
that witnesses who testified respecting their actual navigation gave the 
stages of water necessary for navigation in sufficient detail for con- 
version to the actual flows at the times of navigation and that such 
flows were 9,000 cfs or above, measured at the McGhee gage at mile 
20. The testimony of many of those witnesses does not support Re- 
spondents’ contention. In this connection, it is observed that none 
of them gave the dates on which the river was navigated. Many did 
not give the stage when navigated and in such cases conversions to 
flows cannot be accurately made. 

The record as a whole does indicate that flows of about 9,000 cfs 
and above at McGhee, were necessary for successful boat navigation 
up to Abrams Creek and possibly up to Citico Creek. The record 
definitely shows, however, that the river was navigated and has 
navigable capacity from its mouth up to McGhee at flows of some- 
thing less than 6,000 cfs measured at McGhee gage, for the type of 
commercial navigation which utilized the Little Tennessee River for 
many years. 

The minimum navigation requirements for boats formerly utilizing 
the Little Tennessee River for commercial navigation between its 
mouth and McGhee at mile 20 are: 2,900 cfs for drafts of 14 to 16 
inches; 4,600 cfs for drafts up to 24 inches; and 6,000 cfs for drafts up 
to 36 inches. A channel with a minimum depth of 3.3 feet and a mini- 
mum width of 75 feet would serve the reasonable requirements of 
the type of boats formerly utilizing the Little Tennessee River for 
commercial navigation. A flow of 6,000 cfs provides such a channel 
at least up to McGhee. 

Respondents contend that since the hydraulic capacity of each 
of their three projects involved in these proceedings is less than 9,000 
cfs they cannot affect the stages of the navigable section of the Little 
Tennessee River downstream from Calderwood at flows in excess of 
9,000 cfs measured at the McGhee gage. Evidence presented by Re- 
spondents shows, however, that with daily average flows of 9,000 cfs 
and above, the combined regulation of Respondents’ Santeetlah, 
Cheoah and Calderwood projects is capable of causing a reduction 
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in the stage of the river at McGhee. For example, with a daily 
average flow of 21,536 cfs, the three projects are capable of causing 
a reduction in stage at McGhee of 1.17 feet. 

Comparison of the Fontana, Calderwood, and McGhee gage data 
with log sheet data showing the operations of the Fontana, Calder- 
wood, Cheoah, and Santeetlah projects reflects an unmistakable re- 
lationship between the storage and release of water and power 
generation at those projects and the stage of the river at downstream 
points. The patterns of both the separate and combined operations 
of those projects are reflected in the stages of the river at the McGhee 
gage and downstream therefrom. 

The normal daily method of operation of the Santeetlah, Cheoah 
and Calderwood Projects is for peak load generation. Such opera- 
tions by those projects separately and in combination cause fluctua- 
tions in the stage of the river at McGhee and downstream therefrom. 
The normal daily fluctuations in the stage of the river at McGhee 
and downstream therefrom ranges from 1 to 2 feet. However, at times 
such fluctuations are caused by the operations of the Fontana project 
by TVA, at times they are caused by the operations of one or more 
of Respondents’ three projects involved herein, and at other times 
they are caused by the operations of all four projects, including 
Fontana. On rare occasions when Respondents’ Calderwood project 
has been completely shut down the daily fluctuations in stage at 
McGhee and downstream has exceeded 3 feet. 

The widely varying hourly storage in and discharge of water from 
Respondents’ Santeetlah, Cheoah and Calderwood Projects in power 
peaking operations result in substantial daily variations in flow and 
stages of the river downstream thereby rendering navigation of the 
Little Tennessee River impossible for several hours during the day 
for the type of boats formerly plying the navigable sections of the 
stream. 

Respondents have no Federal Authorization—The Respondents 
contend that they have obtained authorizations under Section 9 of 
the River and Harbor Act of 1899 (30 Stat. 1151; 33 U.S.C. 401) 
and under the Federal Water Power Act of 1920 (41 Stat. 1063; 16 
U.S.C. 791-823) for the construction, operation and maintenance of 
their Calderwood, Cheoah and Santeetlah projects. 

Their claim under Section 9 of the River and Harbor Act of 1899 
is based on a letter dated February 2, 1911 from the Knoxville Power 
Company to the Secretary of War and the reply thereto, dated March 
2, 1911, which are Exhibit Nos. 275 and 276, respectively, in these 
proceedings. The letter dated February 2 advised the Secretary of 
War that Knoxville Power Company owned “both banks of the 
Little Tennessee River from the point where the Little Tennessee 
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crosses the boundary line from North Carolina into Tennessee and 
thence westward, downstream, seven miles to a point about forty-two 
miles above the mouth of the river.” The letter refers to certain 
reports by the Corps of Engineers and concludes with an inquiry 
concerning the navigability “in regard to that portion of the Little 
Tennessee River where we are the riparian owners.” 

The reply by the Office of the Chief of Engineers, War Department, 
is set forth in the margin.? The report by Major Harts, referred to in 
the reply, concludes with the following statement: “If the lower limit 
of the property of the Knoxville Power Company is forty-two miles 
above the mouth, as stated, it would be situated on what seems to be 
an un-navigable portion of the river.” The Supreme Court case 
referred to in the March 2 letter of reply is The Daniel Ball, 10 Wall. 
557. 

Apparently, Respondents were not in disagreement with the views 
of the Corps of Engineers as set forth in the last paragraph of the 
reply of March 2, that Section 9 of the River and Harbor Act of 
1899 and the rule of the War Department thereunder “have reference 
only to structures proposed to be placed in navigable waters as 
defined” by the Supreme Court in The Daniel Ball, supra. In any 
event, there is no evidence of record that Respondents made applica- 
tion under Section 9 of the River and Harbor Act of 1899 and the 
rule of the War Department thereunder for approval of plans for 
any of their proposed projects. 

The record is also devoid of evidence that plans for any of Re- 
spondents’ projects have been approved by the Secretary of War 


2 Reply by the Office of the Chief of Engineers : 
WAR DEPARTMENT 


OFFICE OF THE CHIEF OF ENGINEERS, APZ 


Washington, March 2, 1911 
J. H. FINNeEy, 


Room 513, Metropolitan Bank Building, 
Washington, D. C. 

Sm: 1. Replying to your letter dated February 2, 1911, requesting information con- 
cerning the navigability of Little Tennessee River, Tenn., there is inclosed herewith a 
copy of a report on the subject dated February 21, 1911, by Maj. W. W. Harts, Corps 
of Engineers. 

2. In this connection, attention is invited to the accompanying extract from a decision 
by the Supreme Court of the United States defining a navigabie river; to section 9 of 
the river and harbor act of March 3, 1889, printed in pamphlet herewith, relating to the 
construction of dams in navigable waters, and to a rule of the Department, also herewith, 
to be observed by parties making application for approval of plans for a bridge, which 
should be observed by parties making application for approval of plans for a dam. 

8. It should be noted that the law and rule cited have reference only to structures 
proposed to be placed in navigable waters as defined in the above mentioned Supreme 
Court decision. 

3y direction of the Chief of Engineers : 

Very respectfully, 
E. N. JOHNSTON, 


Captain, Corps of Engineers. 
79907 


Four inclosures. 
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under the River and Harbor Act. Calderwood is the only project 
located in the section of the river covered by the aforesaid exchange 
of correspondence in 1911. There is no evidence of record that the 
plans for the Calderwood project, or any of the other projects in- 
volved herein, were in existence in 1911. 

Respondents’ claim of authority under the Federal Water Power 
Act is based on a letter from the Army Corps of Engineers dated 
December 26, 1929, which is Exhibit No. 21 in these proceedings. 
The letter of December 26, 1929 advised Alcoa that the filing of 
declarations of intention or applications for permits for proposed 
projects on the Little Tennessee above the head of navigation was 
optional and not mandatory. 

There is no evidence of record that Respondents filed declarations 
of intention or applications for permits or licenses under the Federal 
Water Power Act or the Federal Power Act for any of their three 
projects involved in these proceedings. Moreover, the Commission 
has not acted on a declaration of intention or application for a 
permit or license for any of these three projects. 

The Projects are Operated by Respondents.—Under date of August 
14, 1941, Alcoa and TVA entered into an agreement (the Fontana 
Agreement) by the terms of which Alcoa transferred to the United 
States its interest, and those of its wholly-owned subsidiary,’ in the 
lands from the then proposed Fontana project and agreed upon a 
plan for “the coordinated operation of power facilities” of the Alcoa 
system and the TVA system. The provisions of the Fontana Agree- 
ment relating to the coordinated operation of power facilities of the 
two systems became effective on January 30, 1945, when the water 
in the Fontana reservoir constructed by TVA first reached the mini- 
mum operating level. 

The Fontana Agreement provides for the coordinated operation 
of power facilities of the two systems under the direction of TVA.‘ 
Respondents contend that under this arrangement TVA “operates” 
the Calderwood, Cheoah, and Santeetlah projects within the meaning 
of the exemption provision of the last paragraph of Section 26 (a) 
of the TVA Act (16 U.S.C. 831-Y-1). 


The last paragraph in Section 26 (a) of the TVA Act reads as 
follows: 
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The requirements of this section shall not be construed to be a substitute for 
the requirements of any other law of the United States or of any State, now in 
effect or hereafter enacted, but shall be in addition thereto, so that any approval, 
license, permit, or other sanction now or hereafter required by the provisions 
of any such law for the construction, operation, or maintenance of any struc- 














8 See, 2 F. P. C. 833. 
*The coordinated operation of power facilities as provided for by the Fontana Agree- 


ment is commonly known as a power pool of which there are several throughout the 
country. 
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tures whatever, except such as may be constructed, operated, or maintained by 
the Corporation, shall be required, notwithstanding the provisions of this sec- 
tion. 

The provisions of Section 26 (a) relied upon by Respondents are 
underscored. 

The “Corporation” referred to in the above exemption provision 
is, of course, TVA which was organized under the laws of the United 
States. The first section of the TVA Act (16 U.S.C. 831) creates the 
Corporation for the purpose of operating and maintaining dams and 
other properties of the United States in the vicinity of Muscle Shoals, 
Alabama. Additional dams have been constructed by the TVA 
Corporation. These projects owned by the United States and “con- 
structed, operated, or maintained by the Corporation” would be 
subject to the licensing provisions of the Federal Power Act, except 
for the above underscored provision of Section 26 (a) of the TVA 
Act.5 It was not the purpose of the above underscored provision of 
Section 26 (a) to take away from the Federal Power Commission its 
licensing authority over non-federal projects (See p. 22 of the March 
28, 1935 Hearings before the House Committee on Military Affairs, 
on H. R. 6793, 74th Cong., 1st Sess.). 

The Fontana Agreement does not undertake to place the operation 
of Respondents’ projects in TVA. Moreover, the evidence of record 
shows that the Calderwood, Cheoah and Santeetlah projects are 
actually operated by Respondents, and that such operations are co- 
ordinated by TVA with the power facilities in the TVA system 
substantially as provided in the Fontana Agreement for the mutual 
benefits of Alcoa and TVA. 

For the reasons set forth herein and upon consideration of the 
record in these matters, the Commission further finds: 

(1) Knoxville Power Company owns, operates, and maintains a 
hydroelectric development called the Calderwood project on the 
Little Tennessee River approximately 43 miles above its mouth. Con- 
struction of the project was commenced in 1927 and it was placed 
in operation in April 1930. Although the Knoxville Company started 
construction, title was transferred to Aluminum Company of America 
in 1929 and back to Knoxville Company as of March 1, 1945. 

(2) The project works of the Calderwood project consist. princi- 
pally of a dam providing a static head of 217 feet with the reservoir 
full; a reservoir having a useful capacity of 3,750 acre-feet and ex- 
tending approximately 8 miles upsteam; and a power house with 


6 Section 4 (e) of the Federal Power Act (16 U. 8. C. 797 (e)) provides, in pertinent 
part, that: “The Commission is hereby authorized and empowered * * * to issue licenses 
* * * to any corporation organized under the laws of the United States * * * for the 
purpose of constructing, operating and maintaining dams * * * for the development 
© * * of power * * %,” 
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three units having a total turbine discharge capacity of 7,500 cfs 
and a total generator capacity of 135,000 kva. 

(3) Carolina Aluminum Company owns, operates, and maintains 
a hydroelectric development called the Cheoah project on the Little 
Tennessee River approximately 51 miles above its mouth. Construc- 
tion of the project was commenced in 1916 and it was placed in 
operation in April 1919. An additional unit was added in 1949. 

(4) The project works of the Cheoah project consist principally 
of a dam providing a static head of 189 feet with the reservoir full; 
a reservoir having a useful capacity of 7,500 acre-feet and extending 
approximately 9 miles upstream; and a power house with five units 
having a total turbine discharge capacity of 8,280 cfs and a total 
generator capacity of 121,712 kva, 

(5) Carolina Aluminum Company also owns, operates, and main- 
tains a hydroelectric development called the Santeetlah project on the 
Cheoah and Little Tennessee Rivers. The Santeetlah dam on the 
Cheoah River is approximately 9 miles above the confluence of the 
Cheoah with the Little Tennessee River. The flow of the Cheoah 
River is diverted at Santeetlah dam through a pipe line and tunnel 
approximately 5 miles long to a power house located on the left bank 
of the Little Tennessee River in the Cheoah reservoir approximately 
5 miles above the Cheoah dam. Construction of the project was started 
in 1926 and it was placed in operation in June 1928. 

(6) The project works of the Santeetlah project consists princi- 
pally of a dam providing a static head of 663 feet with the reservoir 
full; a reservoir having a useful capacity of 133,300 acre-feet extend- 
ing approximately 9 miles upstream; and a power house with two 
units having a total turbine discharge capacity of 932 cfs and a total 
generator capacity of 50,000 kva. 

(7) The Little Tennessee River is about 136 miles in length and 
has a drainage area of about 2,650 square miles. It rises in Rabun 
County, Georgia, enters North Carolina near Franklin, flows through 
the Great Smoky Mountains to Tennessee and enters the Tennessee 
River opposite Lenoir City, Tennessee. 

(8) The Cheoah River is a tributary of the Little Tennessee River 
into which it flows at about mile 51. It has a drainage area of about 
209 square miles located entirely in Graham County, North Carolina. 

(9) In its natural and improved condition the Little Tennessee 
River has been used for the transportation of persons and property 
by steamboats, gasoline boats, barges, and other river craft between 
Abrams Creek at mile 37 and the mouth of the river opposite Lenoir 
City, Tennessee and points beyond on the Tennessee River. 

(10) The Tennessee River has been and is used for the transporta- 
tion of persons and property in interstate commerce from Knoxville, 
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Tennessee, where it is formed, to its confluence with the Ohio River 
in Kentucky, and it is a navigable water of the United States through- 
out its entire length. 

(11) The Little Tennessee River, at least as far upstream as mile 
31 or even a few miles above that point, had been used regularly in 
its natural condition for boat navigation over a substantial period of 
years, the navigation season extending as long as seven or eight 
months a year and including periods of high flow as well as periods of 
moderate flow. The boats which formerly operated on the river were 
of shallow draft, generally drawing from 14 inches to 36 inches, 
while the barges drew from 20 inches to 48 inches. 

(12) Boats operating on the Little Tennessee also frequently op- 
erated on the Tennessee River. Recommendations for navigation 
improvement of the Little Tennessee River has been submitted to 
Congress by the War Department after investigations under its 
authority and improvements have been made under Congressional 
authorization. 

(13) For more than half a century substantial volumes of grain 
and other farm products were transported on the Little Tennessee 
River by steamboat and by barge. Beginning early in the 20th cen- 
tury gasoline boats replaced the steamboats. This boat traffic was 
extensive from Citico Creek, about mile 31, to the mouth of the 
river. Farm preducts were hauled by wagon from the farms at 
Calderwood and below, down to the head of steamboat traffic. Ware- 
houses were maintained along the river for the storage of such farm 
products. Steamboats would occasionally come above the mouth of 
Citico Creek to pick up shipments of farm products at the mouth of 
Abrams Creek at mile 37. On at least one occasion a steamboat came 
up as far as Dave Smith’s store, just above the mouth of Abrams 
Creek. 

(14) Until about 1890, the nearest railroad to the farms on the 
Little Tennessee River from Calderwood downstream was at Lenoir 
City, Tennessee, across the Tennessee River from the mouth of the 
Little Tennessee. About 1890, a railroad crossed the Little Tennessee 
River at McGhee (also known as Niles’ Ferry), about mile 20. About 
1908 a railroad was constructed running from Maryville, Tennessee, 
in a southeasterly direction, coming to the banks of the Little Ten- 
nessee River at about mile 30, and was extended up the right bank 
of the Little Tennessee to Calderwood in 1916. Operation of this 
line was discontinued in 1932. It had been operated as far as Calder- 
wood as a common carrier, but had been extended by the Aluminum 
Company or its subsidiaries, as a construction railroad, up the Little 
Tennessee River as far as the Cheoah dam site, thence up the Cheoah 
River as far as the Santeetlah dam site. 
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(15) Prior to the building of the railroads, the Little Tennessee 
offered to the farmers along its banks the only feasible method of 
transportation of their products to market, other than the driving 
of live stock overland. For example, in the 1870’s about 100,000 
bushels of grain, grown along the Little Tennessee River, were being 
boated out annually; also in 1883, the following commerce was trans- 
ported on the Little Tennessee River: 


Lumber (in thousand Board-feet) 
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(16) With the advent of the railroads, boat traffic on the lower part 
of the Little Tennessee River diminished but continued in substantial 
amounts until about 1920. Thereafter until about 1938, it was only 
spasmodic, and consisted principally of the dredging and barging out 
of sand and gravel, although an occasional load of grain or peas 
would be brought out on barges towed by gasoline boats. Presently 
it is utilized by fishing and other pleasure boats. 

(17) Between 1908 and 1912 several hundred thousand feet of 
lumber were transported down the Little Tennessee River by boat from 
about mile 31 to McGhee at about mile 20. At McGhee, the L & N 
Railroad had a spur track running down to a wharf along the river. 
This lumber was loaded from the boats on to flat cars on the wharf 
tracks and shipped to Cincinnati, Ohio. 

(18) The boats which have operated on the Little Tennessee River 
varied in length from 35 feet to 130 feet, with a beam from 9 to 21 
feet. 

(19) Boats operating on the Little Tennessee River have been 
propelled by sternwheel paddles in most instances and have been 
operated by either steam engines or gasoline motors. 

(20) The tows used on the Little Tennessee River had at times 
consisted of two barges, one behind the other, with a towboat along- 
side of the rear barge, the exact method depending on river conditions 
and the loading of the barges. At other times one barge has been 
used with the towboat. The barges vary in width from 15 to 20 feet, 
with lengths up to 75 feet. 

(21) The minimum navigation requirements for boats formerly 
utilizing the Little Tennessee River for commercial navigation be- 
tween its mouth and McGhee are: 2,900 cfs for drafts of 14 to 16 
inches; 4,600 for drafts up to 24 inches; and 6,000 cfs for drafts 
up to 36 inches. A channel with a minimum depth of 3.3 feet and 
minimum width of 75 feet would serve the reasonable requirements of 
468918—61——5 
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the type of boats formerly utilizing the Little Tennessee River for 
commercial navigation. 

(22) Carpenter Shoals in the Little Tennessee River is located at 
about mile 9 and the McGhee gage is located at about mile 20 above 
the mouth of the Little Tennessee River, both points being within 
that portion of the Little Tennessee River which has, in the past, been 
regularly used for the transportation of property in interstate com- 
merce by means of steamboats or barges. Since such past navigation, 
there has been some change in the bed of the Little Tennessee River 
as evidenced by the filling in of one of the two channels thereby 
eliminating the island at Carpenter Shoals. 

(23) In its natural and improved condition the Little Tennessee 
River has been used for the transportation of property in interstate 
commerce by the floating of log rafts and other craft from the mouth 
of Abrams Creek at mile 37 to the mouth of Little Tennessee River 
and beyond. 

(24) The Little Tennessee River is a navigable water of the United 
States from its mouth opposite Lenoir City, Tennessee, to at least the 
mouth of Abrams Creek, mile 37. 

(25) Electric generation at the Calderwood, Tennessee hydro- 
electric plant, during the period between June 20 and June 26, 1941, 
varied between 10,000 kilowatts and 50,000 kilowatts, remaining at 
10,000 kilowatts through five periods of from six to twenty hours; on 
two occasions rising from 10,000 to 38,000 kilowatts within an hour; 
reaching 50,000 kilowatts on one occasion, 48,000 kilowatts on two 
other days and 46,000 kilowatts on the fourth day; the highest low 
point for any day being 11,000 kilowatts and the lowest high point 
for any day being 28,000 kilowatts. 

(26) The turbine discharge during the period between June 20 and 
June 26, 1941 was approximately proportional at all times to the 
generation in kilowatts, said generation in kilowatts being directly 
proportional to the horsepower obtained, and the horsepower being 
a product of the turbine discharge times the head, divided by a 
constant factor, the only limitation upon the exact proportion between 
the power generated and the water discharged by the turbines into 
the Little Tennessee River being the limitation by slight variation in 
the operating efficiency of the generating machinery at varying loads. 

(27) With the variation in kilowatt generation at the Calderwood 
hydroelectric plant during the period between June 20 and June 26, 
1941, the turbine discharge from the Calderwood plant was varied 
materially, each variation in kilowatt generation being reflected by 
a corresponding fluctuation in the amount of water discharged from 
the turbines and coursing down the River. 

(28) When generation at the Calderwood plant was reduced to 
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10,000 kilowatts, the flow of the water discharged from the turbines 
was reduced to approximately 650 cubic feet per second. 

(29) The variation in turbine discharge at the Calderwood power 
plant, during the period between June 20 and June 26, 1941, affected 
the navigable capacity and stages of the Little Tennessee River. 

(30) During the period from June 20 to June 26, 1941, electric 
energy generated at the Cheoah, North Carolina, hydroelectric plant 
of the Carolina Aluminum Company varied from zero to 42,000 kilo- 
watts, being at zero for five different periods of from four to seven 
hours each, and reaching 42,000 kilowatts on June 20th for a two- 
hour period, in each of the five instances rising from zero to at least 
36,000 kilowatts within a period of six hours, and on one occasion ris- 
ing, within an hour, from zero to approximately 30,000 kilowatts. 

(31) The turbine discharge during the period between June 20 
and June 26, 1941, was approximately proportional at all times to 
the generation in kilowatts, said generation in kilowatts being directly 
proportional to the horsepower obtained, and the horsepower being 
a product of the turbine discharge times the head, divided by a con- 
stant factor, the only limitation upon the exact proportion between 
the power generated and the water discharged by the turbines into the 
Little Tennessee River being the limitation by slight variation in the 
operating efficiency of the generating machinery at varying loads. 

(32) Because of the variation in kilowatt generation at the Cheoah, 
North Carolina, hydroelectric plant of the Carolina Aluminum Com- 
pany, during the period between June 20 and June 26, 1941, the tur- 
bine discharge from the Cheoah plant into the Calderwood pool varied 
materially, each variation in kilowatt generation being reflected by a 
corresponding fluctuation in the amount of water discharged from 
the turbines and coursing down the river. 

(33) The electric energy generated at the Santeetlah hydroelectric 
plant, during the period between June 20 and June 26, 1941, varied 
between zero and 38,000 kilowatts, reaching 38,000 kilowatts at times 
on each of the seven days, on two days being at zero for periods of five 
and six hours respectively, and on four other days at only 9,000 kilo- 
watts for from four to six hours. 

(34) The turbine discharge during the period between June 20 and 
June 26, 1941, was approximately proportional at all times to the gen- 
eration in kilowatts, said generation in kilowatts being directly pro- 
portional to the horsepower obtained, and the horsepower being a 
product of the turbine discharge times the head, divided by a constant 
factor, the only limitation upon the exact proportion between the 
power generated and the water discharged by the turbines into the 
Little Tennessee River being the limitation by slight variation in the 
operating efficiency of the generating machinery at varying loads. 
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(35) Because of the variation in kilowatt generation at the San- 
teetlah, North Carolina, hydroelectric plant of the Carolina Alumi- 
num Company, during the period between June 20 and June 26, 1941, 
the turbine discharge from the Santeetlah plant into the Cheoah pool 
varied materially, each variation in kilowatt generation being reflected 
by a corresponding fluctuation in the amount of water discharged 
from the turbines and coursing down the river. 

(36) The maximum fluctuation at Fontana, immediately above the 
head of the Cheoah pool, during the week ending October 22, 1938, 
was less than .2 ft., while in contrast on October 18, 1938 the stage 
at Calderwood fluctuated through a range of approximately 1014 
inches. On October 21, 1938, the stage fluctuated through a range of 
10 inches at Calderwood and on October 19, 1938, the maximum fluctu- 
ation at Calderwood was 1.4 feet, or approximately 17 inches. 

(37) At McGhee gage, 21 miles downstream from the Calderwood 
gage, the stage on October 18, 1938, fluctuated through a range of 
approximately 1014 inches. On October 19, 1938, through a range of 
about 17 inches and on October 21, 1938, through a range of slightly 
more than 1 ft. 

(38) On May 11, 1952, the gage height of water shown on the 
temporary recording gage at Carpenter Shoals varied from a maxi- 
mum of 2.7 feet at 12.01 a.m. to a minimum of approximately 1.4 feet 
at 2:30 p.m., and again increased to 2.4 feet at 10:00 p.m. 

(39) The shape of the hydrographs for periods in years such as 
1938, 1941, and 1952, of the Calderwood plant outflow corresponds 
closely to that of the United States Geological Survey gage at 
McGhee. The Fontana plant outflow does not correspond in general 
either with the Cheoah or Calderwood plants. 

(40) During some days there is a release of stored water from the 
Calderwood pond when the Calderwood plant is discharging a large 
volume of water, and there is storage of water in the Calderwood 
pond when there is a reduced discharge of water from the Calderwood 
plant. During other days there is storage of water in Calderwood 
pond when the Calderwood plant is discharging a large volume of 
water and there is a release of water from Calderwood pond when 
there is a reduced discharge of water through the Calderwood plant. 
During certain hours a release from Santeetlah reservoir is made when 
the release or storage at the Cheoah or Calderwood ponds is relatively 
small. 

(41) When the water in storage is being released from the Calder- 
wood pond and at the same time that water is being stored upstream 
in Cheoah pond, the Calderwood project contributes substantially to 
the outflow to the Calderwood plant and to the flow and variations in 
flow passing the McGhee gage. When the storage is being released 
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from Calderwood and Cheoah ponds simultaneously, both projects 
contribute to the flow and variations in flow passing the McGhee gage, 
There are times when all three projects release water from storage 
simultaneously and contribute to the flow and variations in flow pass- 
ing McGhee. 

(42) There are also times when water is being stored in the Cheoah 
and Calderwood ponds. At such times both projects cause a reduction 
in flow passing the McGhee gage. Such a situation was reported 
by Respondents’ witness Allen, when combined storage at the two 
pools resulted in a reduction of flow at McGhee by approximately 
2,233 cfs on May 18, 1952, even though 556 cfs was being released at 
Santeetlah. 

(48) There are also hours during which the storage at Calderwood 
is kept fairly constant when water is being stored at the Cheoah pond. 
During such times Cheoah project causes a reduction in flow at the 
McGhee gage. 

(44) The Cheoah and Calderwood projects, individually and in 
combination, affect the flows passing the McGhee gage and account 
for a substantial portion of the variations in flows passing that gage. 

(45) If the flows through Fontana plant were passed by Cheoah 
and Calderwood plants without hourly reregulations at such Alcoa 
plants, the magnitude of the variations at McGhee would be sub- 
stantially less and they would have a pattern similar to those of the 
Fontana plant. 

(46) During certain times the Calderwood plant contributes sub- 
stantially to hourly flows passing the McGhee gage, and thus affects 
navigable capacity at McGhee and at Carpenter Shoals downstream 
therefrom. 

(47) At times when the Calderwood storage is substantially con- 
stant and storage has been used from the Cheoah pond and the San- 
teetlah reservoir, the Cheoah and Santeetlah projects contributed to 
the flow passing the McGhee gage and affected navigable capacity at 
said gage, and at Carpenter Shoals downstream therefrom. 

(48) There are times when water is stored at Cheoah, Santeetlah 
and Calderwood simultaneously and the combined storage of the 
three projects results in reduced flows at the McGhee gage and affects 
navigable capacities at that point and at Carpenter Shoals down- 
stream therefrom. 

(49) During the period between May 9 and May 15, 1952, the flow 
at Carpenter Shoals had a variation in stage of 1.5 feet in a period 
of 13 hours. 

(50) On May 14, 1952, in a period of 21% hours there was a varia- 
tion of 1.35 feet at Opossum Shoals, at mile 18 or approximately two 
miles below the McGhee gage. 
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(51) At various times, the Calderwood project of Knoxville Power 
Company has been operated in such a manner as to affect the navigable 
capacity of the Little Tennessee River in the portions thereof below 
the mouth of Citico Creek, both favorably and adversely. 

(52) At various times, the Cheoah project of Carolina Aluminum 
Company has been operated in such a manner as to affect the navigable 
capacity of the Little Tennessee River in the portions thereof below 
the mouth of Citico Creek, both favorably and adversely. 

(53) At various times, the Santeetlah project of Carolina Alumi- 
num Company has been operated in such a manner as to affect the 
navigable capacity of the Little Tennessee River in the portions 
thereof below the mouth of Citico Creek, both favorably and ad- 
versely. 

(54) At certain times the Calderwood, Cheoah and Santeetlah 
projects have been so operated as to have a combined adverse effect 
upon the navigable capacity of the Little Tennessee River in the 
reaches below Citico Creek where the said river has, in the past, been 
regularly used for the transportation of persons and property in 
interstate commerce, by steamboats, gasoline boats, barges and rafts. 

(55) At other times the Calderwood, Cheoah and Santeetlah 
projects have been so operated as to have a combined favorable effect 
upon the navigable capacity of the Little Tennessee River in the 
reaches below Citico Creek where the said river has, in the past, been 
regularly used for the transportation of persons and property in inter- 
state commerce, by steamboats, gasoline boats, barges and rafts. 

(56) The Calderwood, Cheoah and Santeetlah projects are so con- 
structed that they are and may hereafter be operated in such manner 
as to affect, either severally or in combination, the navigable capacity 
of the Little Tennessee River below the mouth of Citico Creek either 
favorably or adversely and thereby affect the interests of interstate or 
foreign commerce. 

(57) The Knoxville Power Company does not have a permit or 
valid existing right-of-way granted prior to June 10, 1920 or a license 
granted pursuant to the Federal Power Act for the maintenance and 
operation of the Calderwood project. 

(58) The Carolina Aluminum Company does not have a permit or 
valid existing right-of-way granted prior to June 10, 1920 or a license 
granted pursuant to the Federal Power Act for the maintenance and 
operation of either the Cheoah project or the Santeetlah project. 

(59) None of the Respondents herein have shown any Federal per- 
mit or valid existing Federal right-of-way granted prior to June 10, 
1920, or any authority granted pursuant to the Federal Water Power 
Act or the Federal Power Act authorizing construction, operation, or 
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maintenance of the Calderwood, Cheoah, or Santeetlah projects re- 
ferred to herein. 

(60) On or about March 1, 1945, the Aluminum Company of 
America transferred to the Knoxville Power Company, its wholly 
owned subsidiary, all its right, title and interest in and to the Calder- 
wood development of Alcoa. 

(61) On or about August 14, 1941 the Aluminum Company of 
America entered into an agreement with Tennessee Valley Authority 
relating to the Fontana project and the coordinated operation of 
power facilities of the Alcoa system and the TVA system. 

(62) Between the date of the Agreement, August 14, 1941, and the 
date when water reached the minimum operating level in the Fontana 
Reservoir on January 30, 1945, the changes in facilities as provided 
for in the Fontana Agreement were completed with the exception of 
the installation of the additional generating unit at the Cheoah plant. 

(63) The Fontana dam was closed November 7, 1944, and power 
went on the line January 30, 1945. Due to war time shortages of labor 
and material, the additional unit at Cheoah of 30,000 kilowatt capacity 
was not installed until October 1949. 

(64) Within the limitation of the Fontana Agreement of August 
14, 1941 and in accordance therewith, operations of Respondents’ three 
plants are coordinated with the electric facilities of TVA in a manner 
common to power pools. 

(65) Actual operation of the facilities of the Respondents at their 
three power plants are performed by employees of the Respondents. 

(66) Respondents, by means of their employees, perform all the 
work of physical maintenance of the three developments here under 
consideration in coordination with TVA as provided in the Fontana 
Agreement. 

(67) The Respondent Knoxville Power Company owns and by vir- 
tue of such ownership maintains the Calderwood project for the pur- 
pose of developing electric power. 

(68) The Respondent Carolina Aluminum Company owns and by 
reason of its ownership thereof maintains the Cheoah and Santeetlah 
projects for the purpose of developing electric power. 

(69) The Calderwood project of Knoxville Power Company and 
the Cheoah and Santeetlah projects of the Carolina Aluminum Com- 
pany have been and are operated and maintained by their respective 
owners so as to affect the navigable capacity of the navigable waters 
of the United States without appropriate authorization. 

(70) It is appropriate, expedient, and in the public interest, to con- 
serve and utilize the navigation and water-power resources of the 
region, that Knoxville Power Company and Carolina Aluminum Com- 
pany be required to apply to this Commission for licenses for the 
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continued operation and maintenance of their respective developments 
here under consideration. 

The Commission orders : 

(A) Knoxville Power Company shall file an application for license 
under the Federal Power Act for the continued operation and mainte- 
nance of the Calderwood project referred to herein. 

(B) Carolina Aluminum Company shall file an application or 
applications for licenses under the Federal Power Act for the con- 
tinued operation and maintenance of the Cheoah and Santeetlah proj- 
ects referred to herein. 

(C) Such applications shall be filed in accordance with the Com- 
mission’s General Rules and Regulations within six months after this 
order becomes final. 

(D) This order shall become final thirty (30) days from the date 
of its issuance unless application for rehearing shall be filed as pro- 
vided by Section 313 (a) of the Act. 


In THE MATTER OF 
NORTHERN NATURAL GAS COMPANY 


Opinion and Order Issuing a Certificate of 
Public Convenience and Necessity 


Docket No. G-2063 
March 11, 1954* 
Syllabus 


1. It is not in the public interest to grant Northern Natural a certificate pro- 
viding for contributions by new communities to the cost of branch lines to 
provide natural gas service to them. P. 35. 

2. Public interest will best be served if the additional volumes of gas involved 
in this proceeding are made available to the gas-consuming public served 
by Northern, without imposing limitations or restrictions on the sale of 
gas for off-peak purposes. P. 47. 

8. Company should not be allotted as firm gas any gas destined for industrial 
use, where amount available for distribution is limited. P. 38. 

4. Commission does not allocate gas to distributor because of lack of evidence 
as to the best route, the potential load and a clear showing of economic 
feasibility. P. 39. 

5. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Northern Natural. P. 48. 

Smith, Commissioner, dissenting in part. 
Draper, Commissioner, dissenting in part. 


*Designated Commission Opinion No. 268. 
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By THe ComMMISSION : 
OPprInion 


This matter involves an application by Northern Natural Gas Com- 
pany (Northern) for a certificate of public convenience and necessity 
authorizing construction and operation of facilities to enable it to 
increase its system capacity by 300,000 Mcf per day, or from approxi- 
mately 825,000 Mcf to slightly in excess of 1,100,000 Mef per day. At 
issue are matters involved in that part of Northern’s application in 
Docket No. G-2063 not already disposed of by the Commission’s prior 
orders issued in this docket on May 1, 1953 (order accompanying 
Opinion No. 249, Jn the Matters of Northern Natural Gas Company, 
et al., 12 F.P.C. 85), and December 24, 1953, 12 F.P.C. 1465. 

In such prior orders we issued certificates of public convenience and 
necessity which, inter alia, authorized Northern to construct and oper- 
ate a portion of the facilities for which authorization is sought in this 
docket. The order issued May 1, 1953 authorized Northern to con- 
struct, but not to operate, main-line facilities designed to increase its 
system capacity by 200,000 Mcf per day of the total increase of 
300,000 Mcf per day for which authority is requested. The order issued 
December 24, 1953, authorized Northern to operate the facilities 
authorized to be constructed by the prior order issued May 1, 1953; 
further authorized Northern to construct and operate certain branch- 
line loops to enable it to deliver additional volumes of gas to existing 
customers during 1953-1954; and finally authorized Northern to sell 
and deliver to its existing contract demand customers, to enable them 
to meet their 1953-1954 requirements, an increase in the maximum 
daily volume of 156,630 Mcf per day as firm contract demand under 
Northern’s effective FPC Gas Tariff. 

Thus, there remains to be decided in this, the final phase of the 
proceeding, questions concerning construction and operation of addi- 
tional main-line facilities to complete the proposed increase in system 
capacity of 300,000 Mcf per day; disposition among existing and 
prospective customers of Northern of the volumes of gas not already 
allocated by our order issued December 24, 1953; and construction of 
lateral or branch lines to serve such new customers as are designated 
to receive natural-gas service. All parties concerned have had the 
opportunity to file briefs concerning these issues, among others, and 
we heard oral argument specifically relating to such issues on Janu- 
ary 28, 1954. 

In making our final determination with respect to these remaining 
issues, we deem important the fact that Northern will have available 
to it, on or before January 1, 1955, at least 278,000 Mcf per day of 
natural gas for delivery and sale to existing and new customers, in 
addition to volumes available before these proceedings were insti- 
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tuted. This volume of gas will be obtained from Northern’s subsidi- 
ary, Permian Basin Pipeline Company (Permian), to which we issued 
a certificate of public convenience and necessity on May 1, 1953 (order 
accompanying Opinion No. 249, supra), authorizing it to construct 
and operate facilities designed to enable the delivery to Northern of 
up to 300,000 Mcf per day at or near the southern terminus of North- 
ern’s system at Dumas, Texas. Some 200,000 Mcf per day of this new 
source of gas for Northern became available on or about January 1, 
1954. It is anticipated that Permian will complete construction of the 
necessary additional facilities required to enable delivery to Northern 
of the additional volume of 100,000 Mcf per day on or before January 
1, 1955. There is, therefore, no question in this phase of the proceeding 
as to the adequacy of Northern’s gas supply to support its projected 
increase in system capacity. 

So far as the transportation and delivery of this volume of gas is 
concerned, the main-line facilities which we have already authorized 
Northern to construct and operate are sufficient to enable the trans- 
portation and delivery by Northern of the initial volume of 200,000 
Mcf per day available from Permian. In this, the final phase of the 
proceeding, Northern seeks authority, among other things, to con- 
struct and operate the necessary additional main-line facilities to 
enable the system-wide distribution of the additional 100,000 Mcf of 
gas to become available from Permian on January 1, 1955. Such 
additional main-line facilities, as described in Northern’s application 
here, include some 204.1 miles of main-line pipe, main-line compressor 
additions of 22,800 H.P., and miscellaneous facilities, the total esti- 
mated cost of which is approximately $23,776,000. Such facilities 
will be adequate to enable Northern to deliver gas to such existing and 
new customers of Northern as might be necessary pursuant to any 
certificate hereafter issued. 

If Northern is permitted to complete the installation of all main- 
line facilities as it proposes in this docket, there will be available for 
disposition by order herein some 114,927 Mcf of gas derived as follows: 








Mef 
Increased sales capacity available January 1, 1954 ..............006. 185,901 
Additional sales capacity available January 1, 1955 ................. 92,779 
EE ND Tk THD SCID 6556 dec ccbdeevacedscesnsewns 1278,680 
Allocated per order issued December 24, 1953 .......... ccc cece ee eees *163,753 
SOI GOST GRIN CHGS oon cccikccciciccccscoevddive 114,927 


2The balance of the 300,000 Mcf increase in daily capacity, some 21,320 Mcf per day, 
includes unaccounted for gas and gas used for fuel and compression. 
2? Includes 7,123 Mcf of equivalent contract demand for direct distribution by Northern. 


Under Northern’s application, as amended, some of the 114,927 Mcf 
of unallocated gas would be distributed to ultimate consumers through 
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its Peoples Division, some would be sold to its existing customers to 
enable such customers to meet their 1954-1955 market requirements, 
and the balance would be sold to new customers. The disposition of 
such remaining volume of gas, as proposed by Northern, is as follows: 


Mof 
Remaining allocable sales capacity ...............ccccccccececescceecs 114,927 
To existing customers (including Peoples Division) .............. 46,927 
TO DEW CUMROIOED oon 6 6650 eee iecbc ce eScedecc ee secesetedescadecess 68,000 


Northern proposes to provide facilities to serve the new customers 
by a contribution or “customer participation” plan, pursuant to which 
Northern would expend approximately $7,000,000 for branch or 
lateral lines to serve certain new communities, and most of such com- 
munities would make non-refundable contributions towards the con- 
struction of the necessary branch lines. Such plan envisages an invest- 
ment by Northern in town-border facilities and pipe-line extensions 
on the basis of a maximum of $100 per Mef of initial contract demand 
for a community whose second-year annual contract demand factor is 
estimated to be 50 per cent or more, and a maximum of $50 per Mcf 
of initial contract demand for a community whose second-year annual 
contract demand factor is estimated to be less than 50 per cent. The 
balance of the necessary investment in laterals would be made by the 
utilities or municipalities concerned, either by a non-refundable con- 
tribution to Northern or by their providing funds to Northern to 
construct portions of their laterals for their account. In the latter 
event Northern would pay a nominal rental and would lease, operate, 
and maintain such facilities. 

We have considered Northern’s proposal, as outlined above, for 
serving the new communities, the record in connection therewith, and 
the briefs and arguments on the proposal which have been submitted 
by the various parties to the proceeding. We find that, based upon the 
record which has been made herein, it would not be in the public 
interest to grant Northern a certificate of public convenience and 
necessity providing for contributions by or on behalf of new communi- 
ties to the cost of the branch lines to provide natural-gas service to 
them. In reaching such conclusion we have given careful considera- 
tion to the fact that, under Northern’s proposal, the new customers 
would bear a portion of the cost of providing service to them, based 
upon an estimated relative annual contract demand factor. But 
against this must be weighed the fact that Northern, as a policy, pro- 
vides city-gate service to its customers at its sole expense, and that its 
existing FPC Gas Tariff provides both for city-gate service and for a 
single, “rolled-in” rate. In these circumstances, to now permit North- 
ern to require contributions to the cost of laterals to serve communi- 
ties presently without natural-gas service would result in the creation 
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of a situation in which the new communities would not receive the 
city-gate service afforded presently connected communities, although 
the identical rate would be applied to each class of service. The 
record affords no justification for a classification differentiating the 
new communities seeking an initial supply of natural gas from the 
communities already receiving natural-gas service. Even as among 
communities here seeking natural gas for the first time, significant 
differences in service would result, although Northern proposes to 
apply the same “rolled-in” rate for all. Northern has not in any way 
justified this difference in service at equal rates. 

The making or maintenance of such differences in service, under a 
single rate, is unlawful under Section 4 of the Natural Gas Act. What 
is unlawful under Section 4 is also unlawful under Section 7 of the 
Act. We are impelled to this conclusion the more strongly since no- 
where in the record do we find evidence adduced by Northern or by 
any other party to the proceeding which would justify the establish- 
ment of a rate differential or rate differentials for the proposed dif- 
ference in service without which Northern’s proposal must on this 
record be found improper and at variance with the provisions of the 
Natural Gas Act. 

Our conclusion concerning Northern’s contribution plan has neces- 
sarily entailed a re-examination of the entire record with respect to 
this phase of the proceeding; for if Northern’s proposal, relating as 
it does to the ultimate disposition of some 68,000 Mcf per day of 
natural gas out of the total of 114,927 Mcf proposed to be made avail- 
able, is improper, then consideration must be given to a denial of this 
part of the application and to a different disposition of the relatively 
small volumes of gas which would then be available for sale to 
Northern’s customers. The crucial facts which stand out in any 
such re-examination are, first, that Northern will be required to pur- 
chase, on or before January 1, 1955, at least 100,000 Mcf of gas per 
day more than, as the situation now stands, it has facilities to trans- 
port and sell; and, second, as we found in Opinion No. 249 and as 
the record which has been made in this proceeding since the entry of 
that opinion amply demonstrates, that a market for such volume of 
gas exists along Northern’s system. These facts make it apparent that 
the public interest calls for, not denial, but issuance of a certificate of 
public convenience and necessity, assuming that we can do so con- 
sistent with the public interest and within the ambit of our powers 
under the Natural Gas Act. 

Such a certificate must encompass a wide distribution of gas among 
communities here seeking natural-gas service for the first time; for 
these communities, to a marked extent, will provide the market upon 
which any certificate to be issued in this phase of the proceeding must 
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be founded. This, in turn, means that Northern’s expenditures for 
branch lines must be greater than Northern has proposed, since it is 
clear from the record that if Northern’s investment for branch lines 
to serve new communities were to be limited to $7,000,000, drastic re- 
strictions on the number of new communities to be served and the 
volume of gas to be allocated would have to be imposed. Likewise, 
any such certificate must give due weight to the needs of Northern’s 
existing customers for additional volumes of natural gas to enable 
them to meet their 1954-1955 market requirements in the communities 
already served by them. 

We have given consideration to all of these matters, to the show- 
ings which have been made by or on behalf of the various communities 
requesting an initial or an additional supply of natural gas, and to 
the briefs and oral arguments which have been submitted by the 
parties to the proceeding, and we have concluded that we can, and 
should, issue a certificate authorizing Northern to construct and oper- 
ate additional main-line facilities as it has proposed, to construct and 
operate branch lines to serve the communities hereinafter designated, 
and to sell natural gas to existing and new customers in the volumes 
hereinafter specified; but subject to the terms and conditions here- 
after set forth. 

We deal first with the allocation of gas for new customers of North- 
ern. Upon a full consideration of the record we find that gas in the 
volumes set forth in Table I which follows should be allocated for 
service to the communities listed: 


TaBLe I.—Allocation for new service to the distributors listed in the amounts 
set opposite their names for distribution in the communities listed thereunder 


Central Electric & Gas Co.: Mef 
Beemer, Garrison, Mead, Odell and Waverly, Neb.; Harrisburg, 
Worthing, Lennox and Centerville, S. Dak. ......cccceccncccecees 1,475 


Iowa Electric Light & Power Co., jointly with Northwestern Light & 
Power Co. : 

Iowa Falls, Reinbeck, Eldora, Storm Lake, Carroll, and Alta, Iowa .. 10,505 
Iowa Power and Light Co.: 

Colfax, Mitchelville, Ankeny, Altoona, Bondurant, Adel, Dallas 

Canter, end Bates, TSG, 260.46 ccccosic ccoswpepe dds cuyewscedcaoicic 2,380 
Iowa Public Service Co.: 

Sheldon, Charles City, Waverly, Waterloo, Castle Hill, Inwood, 

Rock Valley, Hull, Boyden, Orange City, Alton, Hospers, Granville, 

Meriden, Cleghorn, Nashua, Humboldt, Dakota City, and Aurelia, 


TOW, 6c cli pide Kes eiceie én seus ee Che qa dinldkthd Oc chanakalaVe debida 27,000 
The Key City Gas Co.: 

DUDONR, DOT bce tdecndeadasdscpccenesoappceséepcanemsecsdéncas 10,000 
Minnesota Natural Gas Co.: 

Windom and Mountain Lake, Minn. ...........ccccccccccccccvcecs 1,976 


Minnesota Valley Natural Gas Co.: 
Lewisville, Savage, Blue Earth and Winnebago, Minn. 


























38 FEDERAL POWER COMMISSION 


Northern States Power Co.: 





Be I MS scene a co wacd Jaw occ ticle’ SweISWU ew dee edie déadbe 1,579 
Perry Gas Co.: 

eee. eee ee: BOs, TOWG. 6 oo 00:00 00054 6bdsevaesasencade - 2,115 
City of Cedar Falls: 

CEN, Sass Concedes UaRSUEeES CORRE E See SEES SEO eNRa EA eee 93,000 
Town of Primghar: 

PNT MUN Sil. sae TE cae ess Beek eves abe deVeeiuedesneNs 400 
Town of Sanborn: 

I IN hisicnc ade vende ccaechodeénneedeewseemesebstacdaanses 422 
Town of Remsen: 

I ON 5 ccnp ice en Caw Ske eunkan ce eheneanews ube pabaawaul 510 
Town of Sioux Center: 

NE OUT ko 5 ods cic ditucuseeWeteesanesedbseess es évdeeds 750 
City of Harlan: 

ee Rs. van sedenaen ch shvhinnsene trbbacdees ages tetas eeben 1,458 
Iowa Minnesota Gas Co: 

Luverne, Minnesota; Rock Rapids, Iowa ....ccccccccccccccccccses 1,623 
Iowa Southern Utilities Co.: 

Grinmelh; TOWR. .6cccssciccisscs evetbe% seesddewcdewscdevtdebexteees 1,961 

SONNE cc t0 dcr asnn Cand saeteteens eeeeca Hiivemindadtane. eee 


In addition to the foregoing, Northern shall reserve capacity from the 
facilities hereinafter or heretofore authorized for distribution through 
its Peoples Division: 
Northern Natural Gas Co., Peoples Division: 
Bellevue, Eagle and North Bend, Neb.; Glidden, Klemme, Newton, 
Ralston, and Scranton, Iowa; Cannon Falls, Minn. ........esee+++- 6,272 





CRA 6 kde cécacnctetbue vith shnendethsadeasednhandawnecede 76,373 


The record shows that economically feasible distribution systems 
can be established and operated in each of the designated communities, 
or that existing manufactured gas systems can be converted success- 
fully, and that important advantages will thereby accrue to the public 
at large in the several states in which are located the communities 
designated to receive natural-gas service. Our examination of the 
record, however, has disclosed to us two instances in which the volumes 
of gas requested on behalf of new communities appear to be not 
justified. 

For the City of Waterloo, Iowa, Iowa Public Service Company 
included in its estimates approximately 1,200 Mcf of firm gas to be 
used as industrial fuel in a manufacturing plant, although it appears 
from the record that such firm industrial service is not essential to 
the plant’s effective operations. Since the record clearly shows the 
need of many other customers of Northern for supplies of natural 
gas to enable them to meet new or increasing domestic and commer- 
cial requirements, and since the amount of gas available for distribu- 
tion is limited, Iowa Public Service Company should not be allotted 
as firm gas the approximately 1,200 Mcf of gas destined for industrial 
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use. Accordingly, the volume of gas for Iowa Public Service Com- 
pany for new service has been reduced from 28,199 Mcf per day, as 
requested by that company, to 27,000 Mcf per day. The latter volume 
of gas is ample to enable Iowa Public Service Company to meet all 
the second-year requirements of the new communities to be served by 
it as designated in Table I. 

Likewise, we find, based on our examination of the record, that 
10,000 Mcf of natural gas per day will be ample to enable The Key 
City Gas Company to render adequate natural-gas service to the City 
of Dubuque, Iowa. That company requested 11,603 Mcf of gas per 
day to meet its second-year requirements, but we find the volume of 
gas so requested is clearly excessive. An increase of over 1400 percent 
in heating customers in less than two years, as estimated by the com- 
pany, and a corresponding increase in peak-day requirements, together 
with an increase of approximately 1600 percent in annual sales, is 
more than reasonably can be expected to be accomplished by The Key 
City Gas Company during its initial period of natural-gas service. 
Accordingly, we have allocated the quantity of 10,000 Mcf as the 
maximum amount of natural gas to be supplied to Key City Gas Com- 
pany to meet its requirements on the maximum day in the second year. 

Excluded from the communities we have designated to be served 
are Elk River and Anoka, both in Minnesota, which would be served 
by Donovan, Inc.; and the communities of Roland, Gilbert, George, 
Sibley, Wesley, Nora Springs, and Rudd, all in Iowa. The showings 
as to economic feasibility and requirements of public convenience and 
necessity made on behalf of the latter group of communities were 
insufficient, and no further discussion concerning service to them is 
required. 

As concerns service to Elk River and Anoka, we find that it would 
be inappropriate at this juncture to authorize construction and opera- 
tion of a branch line or lateral to serve such communities. The poten- 
tial distributor has not set forth in the record a sound basis for its 
estimates of the potential load. The distributor appears to have 
assumed that initial saturations of firm and small volume customers 
would be as high as those which have been achieved in Perry, Iowa, 
after many years of natural-gas service. We think it doubtful that 
new distribution systems can achieve saturations and consumptions 
of natural gas comparable with those attained over a period of years 
on existing systems. While such estimates need not and should not be 
dispositive of the question of whether a given community will or will 
not receive an allocation of natural gas in any proceeding, they make 
difficult the task of ascertainment. of the actual requirements of the 
community. 
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The evidence herein discloses that the net revenues to accrue from 
the sale of fuel on an interruptible basis to the power plant of the 
Rural Cooperative Power Association at Elk River are necessary to 
the financial success of the retail natural-gas distribution systems. 
Should the firm requirements of such systems be appreciably less than 
here estimated, less interruptible gas would be available for sale. Thus 
not only would the financial stability of the distribution systems be 
jeopardized, but the benefits to the customers of the Cooperative would 
be materially reduced. 

Furthermore, it is doubtful, as the record shows, whether the best 
route to provide natural-gas service to such communities has as yet 
been determined. During the hearing, alternate routes were suggested, 
one by Donovan, Inc., which would have extended a line around the 
easterly side of the city of Minneapolis, and the other, by Northern, 
which would have extended a branch around the westerly side of 
Minneapolis. Both routes would be costly, and the record itself amply 
demonstrates the dubiousness of either route as a feasible method for 
providing natural-gas service to Anoka and Elk River. In this con- 
nection, we note that the record discloses Northern’s intention in the 
future to construct and operate a lateral line to extend northward 
from its existing system to the Duluth-Superior area; and we take 
official notice of the fact that Northern currently has pending before 
us an application for a certificate of public convenience and necessity 
to construct and operate a proposed line to enable the transportation 
into its system near Minneapolis of gas to be imported from Canada 
(Docket No. G-1918). One or the other of these lines, if authorized 
and constructed, may well provide a more feasible route for making 
natural-gas service available to Anoka and Elk River than has been 
shown in the present record. 

In view of the foregoing, we have not allocated gas to Donovan, 
Inc., for service to Anoka and Elk River. However, the request by 
Donovan, Inc., for a supply of natural gas to serve such communities 
may, of course, be reviewed in any future proceeding. In such event, 
we would wish a clear exploration of the route by which such service 
would be provided, a more accurate representation of the load which 
could be anticipated, and a clear showing of economic feasibility. 

We turn next to the matter of the construction and cost of the 
branch lines to serve the new communities heretofore designated. 
Northern’s total investment in branch lines, as estimated during the 
course of hearing, will be approximately $14,689,057, as hereafter 
shown. 

This investment will exceed by approximately $8,700,000 the 
amount Northern originally proposed to expend for branch lines at 
the time it filed its application and by approximately $7,000,000 the 
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amount it proposed to expend pursuant to the contribution plan 
already discussed. While this investment is greater than that origi- 
nally contemplated by Northern, we do not understand Northern to 
contend that it is unwilling or financially unable to make such invest- 
ment. In this connection, the fact that the balance of the gas to be 
furnished by Permian Basin Pipeline Company will not become avail- 
able until January 1, 1955 will necessitate delaying initial gas service 
to some of the new communities until 1955. With this in mind, we 
find that the certificate hereinafter issued should be conditioned to 
require that a part of the necessary branch line facilities be completed 
during 1954 and the balance in 1955. This will afford Northern ample 
time to arrange the necessary financing for the additional investment 
required by our order herein. 

Table II sets forth a construction schedule for branch lines to be 
completed by Northern during the calendar years 1954 and 1955: 


TABLE II.—Lateral construction schedule 
1954 
Lateral Community State | Cost 


| Cumula- | Contract | Cumula- 
| tive cost | demand jtiveC.D. 


Lewisville. ......... 





OI ci cicnciicnsd 
Sioux Center--...... 
Rock Valley._...... 
Dan asansenaes 








Remsen 











eemer. 

North Bend..-.....- do. 
SE ascateucwnan Pe ieecthiiekin 
We bitednccbnas M BOS cwotrtes 
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TaB_eE II.—Lateral construction schedule—Continued 

























| 
| | 1954 
Lateral Community State Cost | 
Cumula- | Contract | Cumula- 
| tive cost | demand |tiveC.D. 
ils I assdhc tani ical ciiccteeatiachl catinttasieiatls 
DONG diccccvdcecces I cwcndenuudaed pda ee ee i | eae BI iientkséide 
Beinn cncenccnes i tinmeascovadneain Ns aide 7 OO Ea 
Sb dctnccacustucked UG « canted bibuidecsdthndianbnctebinatintnngubhibinintdeektiy 
SS Sr In: casera ginsaninentatiniteshaleedeainasitaaaptith undid iataiicndidbiaaaaaitidainaiateedl 
Mitchellville. .......|..... li 1. .cantbiicnnicmed ds hudiddkbaddbbinaginadaicchamadipels 
BID sissccssisitesiciinheia i cicaedeniee lini i cassia 75, 512 SE lintidgaiiie 
Bondurant..........]..... REG wnnccciléchéthnedsdbicitipbattuntabthboenih wei 
ee a a nicenenmadinansiel Ps smeatieal 424, 000 | $6, 145, 647 1, 961 | 35, 668 
1955 
Dubuque.-.-.-.-..... ee 
IEE iicctninicnntinonte) 
Castle Hill..........]..... 
Cedar Falls 
I a ecicccsieates i tkdsicnnnnentannns 
Charles City.......- Charles City........}-..-- 
cecal Mi cuihtindthcoaatbane 
Klemme-...........| Klemme-.-.-. 
Humboldt-_- -| Humboldt ---. 
Dakota City. 
es nee I Recidncticieaaned 
Towa Falls.......... J es ee 
Rs niseakncebieine 
Reinbeck..........-. FEE entnccqucdbscnnid one 122,832 | 8, 543, 410 40, 705 
eric nal ntti weitineacienaincankctenciialiaanandabtanee DR GEAGTT Bicwccounes 76, 373 


The “Paullina extension” is scheduled by Northern for construction 
during 1954. Accordingly, it appears reasonable to us to require that 
branch lines stemming from the Paullina extension should also be 
constructed during 1954. It has further appeared reasonable that 
branch lines located in the general vicinity of the Paullina extension 
should be constructed during the same year, and that, in addition, 
those branch lines should be constructed during 1954 which may be 
connected with Northern’s system with a minimum expenditure of 
time and material. The total expenditure for branch lines during 1954 
accordingly becomes $6,145,647, for which Northern has already made 
adequate financial provision, and the branch-line expenditure for 1955 
will be $8,548,410. 

Our order herein will also provide that Northern may accelerate 
its construction program, provided only that branch lines to be con- 
structed during 1954 shall be completed in that year. Further, since 
it would be unreasonable to require Northern to construct any par- 
ticular branch line without assurance that the gas will be sold, our 
order will further provide that Northern shall not be required to 
commence construction of a branch line to serve one or more com- 
munities until such time as each of the distributors to which service 
is to be supplied from such branch lines shall advise Northern and 
the Commission, in writing, that the distributor has completed the 
necessary financing and submits details thereof, is prepared to execute 
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a service agreement or service agreements for the service to be ren- 
dered, and is ready to proceed with the construction, or conversion, 
of its distribution system or systems. Finally, since the possibility 
exists that other and more feasible branch lines to serve the designated 
communities may become apparent upon further study by Northern, 
our order will provide that Northern may alter the branch lines by 
which the designated communities will be served, provided that no 
designated community will thereby be deprived of natural-gas service 
and that, prior to construction of each branch line, Northern justify 
to the Commission any material change in the cost or design thereof. 

The volume of gas which will remain for distribution to existing 
customers, including the Peoples Division of Northern, is 38,554 Mcf, 
derived as follows: 





Mef 
POUMRIRING GHOCRUES GHIEE CODECS 0 o.c 0.0 cic ctncecs ducccsicccscecnecéas 114,927 
To new customers (including Peoples Division of Northern) .......... 76,373 
BOER cv icobccnddccdc wd ecceeterdcwcecsqsecentideessosessaesasd 38,554 


We have considered the showings which have been made by or on 
behalf of Northern’s existing customers and its Peoples Division, and 
we find that such volume of gas should be made available to such 
customers to enable them to meet their 1954-1955 requirements as set 
forth in Table IIT herewith: 


TaB_eE III.—Additional allocation for existing service 


Distributor : Increases Mof 
Ametiie. WMnitanh ORG: 66 a6 cewin levnscuticencsesecnominstcedes 1,000 
CE eee Oe GO OO, id ceng ne ddenctsccdecnchdennseudesevas 1,941 
ROU CE COO THREE ove cecccccctvcdspssncecececseccccescescdss 105 
Oe BE Ge CEE hi nb ic ct cicdcccdcdgdwcedohaceaddsccinceas 94 
MeN TONS GC ac i ovo de cede cteveteveediae He Wredidacdiaceds 600 
Rowa-Titinain Gan & Miectrie Ook a a icc ki secsricceccsdives cévcicdes 1,000 
Iowa Power & Light Co. .......ceeeee Kggbiennebeenentanameweh ous 1,900 
Metropolitan Utilities District .. .ccoscccccccccccsccceseccsoceses 3,000 
Minneapolis Gas Co. ..... outa ques desaceucaaean eeeaceeeeedeneesa 2,300 
Minnesota Natural Gas Co. ..... eeeteceons ececcccessooass eeuaen 15 
Minnesota Valley Natural Gas Co. .....ccccccccccccccccsccsessess l1ATT 
Municipal Utilities System .........cccscccseseees éucesstibdsiogée 1,000 
Nebraska Natural Gas Co. ...........-. side cunengets ae sebeeesence 256 
New Ulm Utilities Co. ......... padadevheke suns eoeddesnesase étec 175 
Northern States Power Co. ....... nienetwnckads abgeeseec gecceeee See 
Northwestern Light & Power Co. .........eecceecees aoeeneee eaqes 200 
Peoples Gas & BDlectric ........sccecceess wadased eke vccccedtccad | ES 
PORE GOO OG isa See EA Ss eeSONLE be Sse Ce twie widaca ens éhlc dbase 500 
Weatern Giaten UGiities Oo... 60006 an cwesicvssae tcadetnes ch depen 300 


Unallocated (Direct and Peoples Division) ............s-ee+s “ 
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TABLE III.—Additional allocation for existing service.—Continued 
Reductions } 





SN BEE SEN RIG. 5c 0-o SA csccenccddaceceduecucetuceeeneess 42 
een Famer Ge GOR idan Ce ewes bit etie dele devise NUL es 42 
Village Of PemGe? oo. civiicccccicdvessecccnecessweccesied siémobdclege 150 
Ne a ee eee 42 

BE URS Sai tec Use tO Ce cdven dU aed 38,554 


2As requested during hearing. 


In four instances—Metropolitan Utilities District, Minneapolis Gas 
Company, Northern States Power Company, and Peoples Division of 
Northern—the volume of gas allocated or reserved for direct distribu- 
tion in 1954-1955 is less than that which was sought on behalf of such 
companies during hearing. We find, however, that the lesser volumes 
of gas herein allocated or reserved for such companies will be sufficient 
to enable them to meet their 1954-1955 market requirements with 
relatively slight adjustments in their future planning and operations. 

In the case of Minneapolis Gas Company, we found, in our order 
issued December 24, 1953, that an increase of 47,577 Mcf per day in its 
contract demand, which would raise its total contract demand to 
235,315 Mcf per day, would be sufficient to enable that company to 
meet its requirements during the next two-year period. In fact, the 
company stated in its reply brief in this proceeding that it was willing 
to accept such additional volume of gas rather than the increase of 
52,262 Mcf per day which it had originally sought. However, since 
the date of issuance of that order, Minneapolis has had the benefit of 
actual operating experience during the current winter which indicates, 
as was pointed out during the oral argument we heard on January 28, 
1954, that the requirements for the city have grown at a greater rate 
than had been anticipated by Minneapolis Gas Company at the time 
of issuance of our order of December 24, 1953. Accordingly, we have 
concluded that from the volume of gas to be made available during 
1954-1955, there should be allocated to Minneapolis Gas Company the 
quantity of 2,300 Mcf per day. This will raise Minneapolis Gas Com- 
pany’s total contract demand to 237,615 Mcf per day, a volume which 
will enable Minneapolis Gas Company to meet all of its existing 
market requirements and to allow for a reasonable rate of growth. 

With respect to Peoples Division of Northern, the volume of gas 
we have left unallocated for service to its existing market during 
1954-1955 will be 6,873 Mcf per day instead of 8,689 Mcf per day as 
estimated by Northern during the course of hearing. Our examina- 
tion of the record as concerns Peoples Division indicates to us that 
the volume of 6,873 Mef -per day, which is in addition to the volumes 
of 7,123 Mcf reserved for Peoples by our order issued December 24, 
1953 and 6,272 Mcf reserved herein for new service to be rendered by 
Peoples, is adequate, in view of the construction schedule heretofore 





one: 


2 NRNRRRINR RE me 





eS es OrlCUhlTrlC TOOltC<( 


eo ow 


e 
£ 


1e 





NORTHERN NATURAL GAS COMPANY 45 


described, Northern’s system diversity factor, the existence of peak- 
shaving facilities in many of the communities presently served by 
Peoples, and the relatively high load saturation which has been 
achieved in the majority of the communities being served by Peoples, 
to enable Peoples to meet all of its existing market requirements and 
to maintain an adequate rate of growth during 1954 and 1955. 

In our order issued December 24, 1953, we allocated to Northern 
States Power Company of Minnesota 17,208 Mcf of additional con- 
tract demand to meet its 1953-1954 requirements. Northern States 
requests a further increase of 16,000 Mcf for its anticipated require- 
ments for the heating season of 1954-1955. The record shows that such 
request is based on requirements which might occur on the coldest 
day, historically, in the area, without allowance for any use of existing 
peak-shaving equipment. Further, Northern States based its exhibits 
on its expressed intention to raise the house heating saturation in the 
St. Paul area as rapidly as possible during 1953-1954 and 1954-1955. 
Accordingly, Northern States will be able to control the growth of 
its heating load and we find, considering all relevant factors that 
Northern States will be able to meet its 1954-1955 requirements with 
the additional volume of gas hereinafter allocated to it. The record 
shows that should the so-called all-time maximum requirement day 
recur in 1954-1955, Northern States will have sufficient standby facili- 
ties to enable it to meet any such emergency. Accordingly, the addi- 
tional contract demand quantity of 14,500 Mcf has been allocated to 
Northern States for 1954-1955. 

Similarly, the Metropolitan Utilities District of Omaha has stated 
on the record that it proposes to encourage space heating in the area 
served by it and has based its estimates on such a program. The 
Metropolitan Utilities District has substantial standby facilities to 
enable it to meet any unforeseen emergency and it has ample notice 
at this time of the total volume of gas which will be available to it 
for the 1954-55 season, and can formulate its plans accordingly. Con- 
sidering all the facts and circumstances and the requirements of other 
communities, we find that an additional volume of natural gas in the 
amount of 3,000 Mcf over and above that provided for the Metro- 
politan Utilities District by our order issued December 24, 1953, will 
provide the District with a volume of natural gas to enable it to 
reasonably meet its 1954-1955 requirements as disclosed by the record 
in this proceeding. 

Finally, as concerns the allocation of gas to existing customers, we 
are aware of the fact that Northern’s estimates of the additional 
capacity to become available for sale under its application in this 
docket are necessarily preliminary in nature, since all of the facilities 
have not as yet been constructed, and there has not been full operation 
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of Northern’s system as it will exist after completion of the additional 
facilities hereinafter authorized. Should additional capacity become 
available for sale as contract demand, either because of Northern’s 
experience subsequent to commencement of full-scale operations, or 
because of reductions in the volumes of contract demand to be pur- 
chased by or on behalf of the new communities herein designated, or 
for other reasons, such capacity may be made available to Minneapolis 
Gas Company, Metropolitan Utilities District of Omaha, Northern 
States Power Company of Minnesota, and Peoples Division of North- 
ern, upon proper application therefor by Northern for modification 
of our order herein. 

In the petition filed jointly by National Coal Association, United 
Mine Workers of America, Fuels Research Council, Inc., and Chesa- 
peake and Ohio Railway Company for rehearing of our order in this 
proceeding issued December 24, 1953, it is asserted that said order, 
whereby we issued Northern a certificate of public convenience and 
necessity for the purposes heretofore set forth, was not supported by 
substantial and probative evidence, and that in support of said cer- 
tificate we failed to make the essential basic and subsidiary findings 
of fact. 

The contention of joint petitioners is principally directed to the 
fact that, under Northern’s “contract demand” form of rate, and our 
method of allocating gas to Northern’s customers on a peak-day basis, 
large volumes of gas become available for off-peak use by Northern 
and its customers, some of which gas will replace coal, with a possible 
loss in business and income to the coal and railroad industries. Peti- 
tioners suggest that, by allocating on a peak-day basis only, we have 
failed to give adequate consideration to the relationship of the off- 
peak sales to the requisite finding with respect to the public conveni- 
ence and necessity and that, accordingly, our order of December 24, 
1953 is deficient. 

Petitioners have apparently misunderstood such order, and have, 
in addition, misinterpreted the evidence which was adduced during 
the course of hearing in this proceeding. The record is not deficient, 
as petitioners contend, with respect to the uses to which off-peak gas 
will be put. Both Northern and its customers introduced into this 
record many exhibits and voluminous testimony applicable, not only 
to the peak-day sales which are proposed to be made, but also to 
estimated annual sales of gas forecast several years into the future. 
Northern has no facilities for storage of gas during off-peak periods 
and the record clearly shows that, if the system load factor of approxi- 
mately 80% which has been maintained in the past is to be sustained 
in the future, subsequent to the installation of the facilities which are 
the subject matter of Northern’s application in Docket No. G—2063, 
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additional sales of off-peak gas must be made, both by Northern and 
by its customers. Furthermore, the testimony and exhibits of both 
Northern and of its customers do show the volumes of gas which 
would be used on an annual basis and, in general, the uses to which 
such gas will be put. In such circumstances, the imposition by us of 
restrictions on the annual use of gas by Northern and its customers 
would necessarily involve a substantial reduction in the revenues of 
both Northern and its customers, and would inevitably result in higher 
wholesale and retail rates for the gas to become available as the result 
of the certificate issued on December 24, 1953, and the certificate issued 
herein. Weighing the effects of the potential displacement of coal by 
natural gas as a fuel in the area to be served against the advantages 
to be derived by the natural-gas consumers in such area, we find that 
the public interest will best be served if the additional volumes of gas 
involved in this proceeding are made available, without restriction, 
to the gas-consuming public now served and to be served by Northern. 

Nor do we agree with petitioners that, by allocating gas on the 
basis of peak-day demand, our authority over the issuance of cer- 
tificates of public convenience and necessity will be, as petitioners 
contend, lost or weakened. We have frequently, in similar situations, 
allocated gas upon a peak-day basis without imposing limitations or 
restrictions on the sale of gas for off-peak purposes. In this instance, 
where such sales play an important role in the over-all economy of 
the applicant, we think we would do the gas-consuming public a dis- 
service if we limited or otherwise restricted Northern’s annual sales. 
We have imposed in the past, and will impose in the future, restric- 
tions on the volume or type of annual sales of a natural-gas company 
when the public convenience and necessity clearly require such action 
by us. Such a situation is not presented here. We recite herein the 
facts and circumstances, in addition to those recited in our order 
issued December 24, 1953, which fully justify and warrant denial of 
the Petition for Rehearing filed by such parties. 

Upon consideration of the entire record herein, the Commission 
further finds: 

(1) Northern is a natural-gas company, as heretofore found 
(3 FPC 967). 

(2) The main-line facilities heretofore referred to, as more fully 
described in Northern’s application in this proceeding, and the neces- 
sary branch-line facilities to serve communities not now served with 
natural gas, as heretofore designated in the opinion herewith, will 
be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as integral 
parts of Northern’s existing natural gas pipe line system; and the 
construction and operation thereof by Northern, and the sale of 
natural gas for resale, as hereinafter authorized, are subject to the 
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requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Subject to the conditions hereinafter set forth, Northern is 
able and willing properly to do the acts and to perform the service 
proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission there- 
under. 

(4) Construction and operation of the main-line facilities hereto- 
fore referred to, and of the necessary branch-lines and appurtenant 
facilities to serve communities not now served with natural gas, as 
heretofore designated, and the sale and delivery of gas by Northern 
in the amounts and to the customers heretofore specified, are required 
by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) It is reasonable and the public convenience and necessity re- 
quire that the conditions set forth in the accompanying order shall 
attach to the issuance of the certificate to be granted, and to the 
exercise of rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued to Northern Natural Gas Company, authorizing 
the construction and operation of the main-line facilities heretofore 
referred to, all as more fully described in Northern’s application in 
this proceeding, the construction and operation of the branch lines 
necessary to provide natural-gas service to communities presently 
without such service, as designated in the opinion which this order 
accompanies, and the sale and delivery of gas by Northern in the 
amounts and to the customers specified in said opinion; Provided, 
however: That (1) Northern shall construct branch lines to serve new 
communities in conformity with the construction schedule set forth 
in Table II of the opinion herewith, except that Northern may accel- 
erate its construction program without further order, and, for good 
cause shown, the Commission may authorize a change in such 
schedule; (2) Northern shall not be required to commence construc- 
tion of any branch line to serve one or more new communities until 
such time as each of the distributors to which service to be supplied 
from such branch line shall have notified Northern and the Commis- 
sion, in writing, that such distributor (a) has completed the financing 
necessary for its distribution project, (b) is prepared to execute a 
service agreement or service agreements, to become effective as of the 
date of commencement of service, for the purchase of the volumes of 
gas shown opposite the names of the respective communities listed in 
Table I, and (c) is ready to proceed with the construction or con- 
version of its distribution system or systems; and (3) prior to con- 
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struction of each branch line, Northern shall submit to the Commis- 
sion, in writing and under oath, an original and four conformed copies 
of a statement describing in full the design, route, and cost of such 
branch line and, if there is material change in the cost or design of 
any branch line, shall justify each change to the Commission before 
construction. 

(B) This certificate shall be accepted, in writing and under oath, 
by a responsible official of Northern, and the general terms and condi- 
tions set forth in paragraphs 1, (3) (i), (3) (ii), (8) (iii), (3) (iv), 
and (5) of Section 157.20 of the Commission’s General Rules and 
Regulations, including the Rules of Practice and Procedure [18 CFR 
157.20] shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of rights granted thereunder. 

(C) Copies of executed service agreements, to be effective upon 
commencement of service as herein authorized, shall be filed by 
Northern in conformity with Section 154 of the Commission’s Rules 
and Regulations under the Natural Gas Act. 

Commissioners Draper and Smith dissenting in part. 


Smiru, Commissioner, dissenting in part: 

I am unable to join in this action of the Commission to the extent 
that it cuts into the reasonable requirements of certain of Northern’s 
existing customers for gas to which they are entitled—and for which 
they are willing to pay—under the terms of the presently effective 
tariff, in order to make some 10,000 Mcf of natural gas available in 
the second year of operation of the facilities herein authorized to a 
selected new customer, The Key City Gas Company, which now serves 
manufactured gas in Dubuque, Iowa. 

Dubuque, a city of some 51,000 population, is the largest community 
in Iowa which still remains without natural-gas service, except 
Waterloo, for which service is authorized herein. Its desire for that 
premium fuel to replace the high-cost manufactured gas which it now 
uses is understandable, and there can be little doubt that this desire 
will in any event be satisfied in the early future, whether from a 
further enlargement of Northern’s pipeline system and supply or from 
some other source. The question here presented, however, is not 
whether Dubuque should receive such service at all, or in the reason- 
ably near future, but whether such service can properly be authorized 
at this time on the record in this proceeding and whether the public 
interest of that City and adjacent communities (with a total popula- 
tion of nearly 75,000) can best and most economically be served 
through the rather hasty and sketchy plan now proposed. I think not. 

Dubuque is located about 180 miles from the nearest point on 
Northern’s existing system and about 90 miles from the lateral to 
Waterloo, Iowa, herein certificated. The record shows that a line to 
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serve Dubuque’s second-year peak-day load of 11,603 Mcf is estimated 
to cost approximately $2,800,000. But the record also shows that, if 
other deserving communities in the same general area were to be served, 
the peak-day requirements would be considerably greater and that 
the lateral would cost nearly $4,400,000—an expenditure which appar- 
ently would not be economically feasible for Dubuque alone, although 
necessary to adequately serve the public in the adjacent area. In my 
opinion, before service by Northern to Dubuque is authorized or 
directed the record should clearly show the route which will best 
perform the desired service, the communities which will or may be 
served, together with their natural-gas requirements, and the nature, 
extent, and cost of the facilities which will be necessary to afford 
adequate service to the whole area with due regard to potential 
future growth. 

The service now proposed for Dubuque’s scaled-down second-year 
requirements will not be available for almost two years under the 
terms of the order herein. If Northern’s gas supply becomes adequate 
to permit service to Dubuque, it should be readily possible for those 
concerned to present, on a proper record, the essential data, based on 
more mature consideration, which could easily be disposed of well 
before the anticipated commencement of the limited service provided 
for herein. Thus I have difficulty seeing how such a course could 
appreciably delay the beginning of the desired service, assuming that 
Northern’s gas supply is sufficient to provide it. But even if some 
slight delay were to be entailed, this would be but a small price to 
pay for the development of a plan better designed to assure Dubuque 
and contiguous territory more adequate and economical natural gas 
service. 

At least as important as the foregoing, in my opinion, is the fact 
that, to now provide that a somewhat reduced second-year require- 
ment of natural gas may be available to Dubuque some two years 
hence, the majority has had to reduce, more or less arbitrarily, the 
estimated market requirements of certain of Northern’s existing cus- 
tomers, and to do so in direct contravention of a contract-demand 
take-or-pay-for provision which has been a part of Northern’s tariff 
since 1947. The customer companies whose requests for increased 
volumes of gas, pursuant to the tariff provisions, have thus been 
reduced are: 


Reduced 
by Mef 
Metropolitan Utilities District (Omaha, Nebraska) .............see005 2,000 
Minneapolis Gas Co. (Minneapolis, Minnesota) ..........ccceeeeeeecees 2,385 
Northern States Power Co. (St. Paul, Minnesota) ............eeeeeeeee 1,500 
Unallocated (Direct sales and Peoples Division) .............eeeeeeees 1,816 
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Because Northern’s system capacity had long lagged behind its 
customers’ total requirements, proposed increases of capacity led in 
years past to controversies as to how such increased: volumes of gas 
should be allocated among the various customers who were contesting 
for them. A number of conferences had been held among Northern, 
its customers and our staff in efforts to work out an equitable method 
of allocation. Several plans for allocating Northern’s proposed in- 
crease of system capacity from 390,000 Mcf to 420,000 Mcf were pre- 
sented, were placed under investigation on motion of the Commission 
in Docket No. G-1107, e¢ al., and were the subject of hearings in that 
proceeding. By its Opinion and Order issued November 23, 1948, the 
Commission prescribed and fixed comprehensive and specific tariff 
provisions to govern the allocation of the additional capacity made 
available by Northern in 1948, as well as to apply to future additions 
to its system capacity.1 This Commission-prescribed step-by-step plan 
for controlling the allocation of additional increments of pipeline 
capacity in an orderly and equitable fashion remains unchanged in 
Northern’s tariff today. 

Yet here, instead of following these established procedures and 
permitting Northern’s existing customers to satisfy their pent-up and 
long unsatisfied demands to the full extent of the volumes of gas 
which they are willing to contract to take or pay for, before appor- 
tioning the remaining gas, as far as it will go, among the prospective 
new customers presenting feasible and meritorious plans for taking 
it, the majority disregards the tariff and completely reverses the order 
of service, first awarding gas? to the new customers deemed worthy 
to receive it and then dividing what is left among Northern’s existing 
customers, with the resultant inevitable reductions to some of them 
listed above. 

I am of course aware that the Commission’s Order issued De- 
cember 24, 1953, in this proceeding likewise cut through the tariff 
provision in question. I take no issue with that action, allocating 
163,753 Mcf of the total increase of 278,680 Mcf, because it was—in 
effect, if not in terms—in the nature of an interim measure designed 
to make available for the 1953-1954 heating season gas then available 
in Northern’s system to customers who were badly in need of it at that 
time. Since all the controversial contentions of competing old and new 
customers for the total increase of pipeline capacity could not pos- 
sibly have then been adequately and fairly resolved in time to permit 
that gas to move to the public which badly needed it to meet the cur- 
rent winter’s peak—so that Northern would have had natural gas 


1 Northern Natural Gas Company, 7 F. P. C. 147 (1948). 

Although in some instances, in reduced volumes. Thus, Key City Gas Company’s 
second-year estimate is reduced from 11,603 to 10,000 Mcf and Iowa Public Service Com- 
pany’s is cut from 28,199 Mcf to 27,000 Mcf. 
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available which it would not have been permitted to sell, and its cus- 
tomers would have had legitimate requirements which they would not 
have been permitted to satisfy, had the Commission not acted as it 
did—I think the Commission’s tour de force, in the face of this emer- 
gency was justified in the public interest. 

It may be added that, at the time, at least one of Northern’s exist- 
ing contract-demand customers (Minneapolis Gas Company) will- 
ingly acquiesced in the relatively minor cut-back of its proposed 
increase of supply, which, however, is not now the case. Nor is it any 
answer to point out that now, as then, Minneapolis has substantial 
high-cost standby capacity which it can use to “get by,” although the 
Company has, as a matter of policy, maintained this equipment for 
emergency service. Key City Gas Company has, and will have to 
continue to use until it gets natural gas some two years hence, the 
complete manufactured-gas plant through which it has been serving 
Dubuque, Iowa, for many years. 

But it is one thing to disregard temporarily a provision of a 
Commission-prescribed tariff designed to govern the orderly alloca- 
tion of additional pipeline capacity under such emergency conditions 
and quite another to effectively and permanently set it aside, as does 
the majority here, for reasons which seem to me to be both inadequate 
and obscure. We are well informed concerning the plight of North- 
ern’s existing customers, and the public served by them, who for many 
years have been unable to purchase sufficient gas because of the limita- 
tions on Northern’s system capacity. This situation has necessitated 
their imposition of restrictions on their own local load growth. The 
record shows that, with the allocation to them of the full requirements 
to which they have testified and for which they are willing to contract 
to take-or-pay, such restrictions might now be eased and a greater rate 
of load growth achieved, with concomitant advantages to the general 
public. 

While it is true that the cut-backs in the estimated requirements 
of the four existing customers are relatively small, this very fact raises 
the question whether we can properly make these arbitrary adjust- 
ments of managerial judgments, which in effect take from the “haves” 
in order to give to the “have not’s” without due regard to the record 
herein, the entire public convenience and necessity, or the terms of the 
tariff legally in force. It seems clear that we would, and should, be 


In the absence of specific tariff provisions governing the allocation of additional pipe- 
line capacity, the Commission has properly refused to permit unsanctioned private con- 
tracts or options between pipelines and their customers to preclude service to other 
customers which the public interest was deemed to require. Thus, in Tezas Hastern 
Transmission Corporation, 6 F. P. C. 148 (1947), at p. 161, the Commission said: “The 
Commission has an obligation under the Act to weigh the public interest and reasonably 
condition any certificate issued so that the full public interest will be served.” But 
that was an altogether different situation from that here presented. 
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the first to insist upon strict compliance with their tariff provisions 
by all those subject to our regulatory jurisdiction. Yet how can we 
consistently do so if, as here, we ourselves require them to be disre- 
garded, and for no better reasons than appear on this record? If the 
tariff provision is inequitable in any respect it should, in a proper 
proceeding, be modified; but, so long as it is effective it should be 
observed. As stated earlier, even if this were done, it seems likely that 
natural-gas service would actually be furnished in Dubuque upon a 
reopened record just as soon as it will be through the Commission’s 
action herein. If Northern actually has a sufficient supply of natural 
gas to enable it to serve Dubuque and environs without impairing its 
ability to render adequate service to its existing customers,‘ and a 
sound and well-considered plan for rendering such service, there is 
no reason why it should not now seek a reopening of this proceeding 
for the limited purpose of making such showing on the record. 

I am authorized to state that Commissioner Draper joins in this 
expression. 


In THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY, G~1116, 
G-1240, G-1317, G-1344, G-1417, G-1725, G-1754 and G-2101; 
CITY OF PORT HURON, CITY OF MARYSVILLE, CITY 
OF ST. CLAIR, MICHIGAN MUNICIPAL CORPORATIONS, 
G-1152; SOUTHEASTERN MICHIGAN GAS COMPANY, 
G-1415; MICHIGAN CONSOLIDATED GAS COMPANY, 
COMPLAINANT v. PANHANDLE EASTERN PIPE LINE 
COMPANY, DEFENDANT, G-1379; NORTHERN INDIANA 
FUEL AND LIGHT COMPANY, G-1457 and G-2234; MISSOURI 
CENTRAL NATURAL GAS COMPANY, G-1509; THE 
CENTRAL WEST UTILITY COMPANY, G-1616; MICHIGAN 
GAS UTILITIES COMPANY, G-1625; CITY OF AUBURN, 
ILLINOIS, G-1659; MISSOURI PUBLIC SERVICE 
COMPANY, G-2057 


Opinion And Order Fixing Rates 
April 15, 1954* 
Syllabus 


1. Commission refuses to reopen record to allow new evidence with respect to 
Panhandle’s volume of sales. P. 58. 


“See Natural Gas Act, Section 7 (a). 


*Designated Commission Opinion No. 269. Rehearing denied by order issued June 7, 
1954, infra, p. 1116. 


Epitor’s Nore: Reversed 230 F. 2d 810 (CADC, 1955) certiorari denied 352 U. S. 891. 
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2. Commission discusses Federal income tax allowances for depletion and in- 
tangible well drilling expense relating to natural gas production. P. 61. 

8. Doctrines of stare decisis or res judicata are not applicable in the field of 
administrative ratemaking. P. 64. 

4, Pipeline should receive for gas which it produces a price reflecting the 
weighted average arm’s length payments for identical natural gas in the 
fields where it is produced. P. 76. 

5. Panhandle’s extraction business treated as non-jurisdictional, where such 
extraction is not requisite to preparation of the gas for pipeline trans- 
portation, in order to implement Commission policy of eliminating fluctua- 
tions in rates. P. 78. 

6. Btu method of allocation used to determine what amount should be credited 
to the cost of Panhandle’s natural gas service by reason of the cost of its 
unregulated natural gasoline extraction business. P. 79. 

7. Commission allows Panhandle to retain the temporary tax savings secured 
by using accelerated amortization pursuant to Section 124 A of the 
Internal Revenue Code but requires Panhandle to earmark this fund for 
the future meeting of tax liability. P. 82. 

8. Commission does not require Panhandle to file a consolidated return because 
the question as to whether such a filing would produce a tax saving is 
speculative. P. 85. 

9. Evidence shows that Panhandle’s average volume of sales is at least equal 
to its designed capacity. P. 86. 

10. Depreciation rate of 3.46 percent approved for Panhandle, where .42 percent 
found appropriate for future retirement losses and a zero residual net 
salvage was used. P. 92. 

11. Commission rejects Panhandle’s investment approach in determining its 
working capital allowance. P. 94. 

12. Unamortized debt discount, expense, and call premiums associated with 
retired issues should be excluded in determining the historical cost of 
debt capital. P. 96. 

13. Exclusive use of future earnings rather than past earnings to determine 
cost of common equity capital is improper. P. 98. 

14. Commission concludes that a return of 5% percent is fair, reasonable and 
adequate for Panhandle. P. 100. 

15. Adjustments allowed in company operating expenses for increases in gross 
receipts tax, payroll taxes, injuries and damages, employees’ welfare 
expenses, pensions, and increased cost of purchased gas due to State 
Commission order. P. 102. 

16. Commission allows additional costs of purchased gas resulting from 
escalation clauses in producer contracts in this particular case. P. 104. 

17. Allocation of constant cost equally to demand and volumetric functions 
approved. P. 106. 

18. Staff allocation of Trunkline’s cost of service and the use thereof in classify- 
ing the cost of gas sold to Panhandle is fair and equitable. P. 107. 

19. Customers served from the field pipeline system in the Panhandle-Hugoton 
producing area should not be assigned costs applicable to the Howell field 
production system or the Trunkline system. P. 107. 

20. Commission uses the maximum 3-day sustained system peak for the purpose 
of allocating demand costs to classes of customers. P. 110. 

21. To obtain rate levels for the several rate schedules contained in Panhandle’s 
tariff, the best method would be to attribute billing demand responsibility 

to the three classifications containing straight line rates. P. 111. 
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22. Allocation of demand costs reflects adherence to the principle that firm 
service has a priority and with it the obligation to pay more than would 
be paid for a lower priority use. P. 114. 

23. Commission prescribes rates for Panhandle under Section 4 of the Natural 


Gas Act and reserves disposition of amount collected under bond for 
future determination. P. 115. 


Doty, Commissioner, dissenting in part. 
Draper, Commissioner, dissenting. 


John S. L. Yost, Harry 8. Littman, Edward H. Lange, Joseph J. 
Daniels, G. R. Redding, William F. Wunschel, William Miller and 
Dale A. Wright for Panhandle Eastern Pipe Line Co. 

Herbert S. Marks for Cities of Port Huron, Marysville, St. Clair, 
Mich. 

Samuel D. Pepper for City of Port Huron, Mich. 

David 8. McHardy for City of Marysville, Mich. 

Hugh H. Hart for City of St. Clair, Mich. 

Cecil A. Runyan, Jesse J. Holland, Harvey A. Fischer, and Robert 
Y. Keegan, for Southeastern Michigan Gas Co. 

Donald R. Richberg, Charles V. Shannon, Stanley M. Morley, Omar 
L. Crook and Walter Meeic for Michigan Consolidated Gas Co. 

Robert Y. Keegan for Northern Indiana Fuel and Light Co. 

Seymour Krieger and Harry L. Welch for Missouri Central 
Natural Gas Co. 

Paul R. Stinson and Lester Seacat for The Central West Utility Co. 

Joseph W. McAuliffe for Michigan Gas Utilities Co. 

C. Terry Lindner for City of Auburn, Til. 

Charles E. McGee and George T. Liddell for Missouri Public 
Service Co. 

James H. Lee, Leonard Simons, Frank G. Schemanske and Paul T. 
Quire for City of Detroit, Mich. 

Gerald K. O’Brien and Leonard Simons for County of Wayne, 
Michigan. 

Robert L. Russell, Francis J. Walsh, Louis L. Flaw and Oscar E. 
Reed for the staff of the Federal Power Commission. 


By THe Commission: 
OPprInion 


As the caption indicates, these proceedings involve many issues, all 
of which have been settled except that relating to Panhandle Eastern 
Pipe Line Company’s (Panhandle’s) request for an increase in reve- 
nues of approximately $21,400,000 based on its estimated sales for 1952. 
Prior to discussing the issues relative to the requested increase in rates, 
it is necessary to consider some of the historical aspects of these pro- 
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ceedings in order to set forth in better perspective the issues relative 
to the requested rate increase. 

On May 4, 1950, we issued a certificate of public convenience and 
necessity to Panhandle Eastern Pipe Line Company, 9 F.P.C. 721, 
authorizing the construction and operation of additional pipe-line and 
compressor facilities whereby Panhandle would receive, transport, 
and deliver 250,000 Mcf of natural gas per day, which was to be 
obtained from its affiliate Trunkline Gas Supply Company after 
construction and operation of the latter’s pipe line extending from 
the Gulf Coast of Texas to a point of connection with Panhandle’s 
system near Tuscola, Illinois. We also provided that further hearings 
be held with respect to, inter alia, the form of tariff and rate level 
which should be applicable to the volumes of gas which were to be 
delivered from Panhandle’s system after the introduction therein of 
the Trunkline gas. In addition, we issued a certificate of public con- 
venience and necessity to Trunkline, for the construction and opera- 
tion of the foregoing facilities. Trunkline’s rates, however, are not at 
issue in this proceeding, having been prescribed by this Commission 
on a cost-plus-6% rate basis." 

On August 14, 1951, Panhandle was issued a temporary certificate of 
public convenience and necessity in Docket No. G-1705 to construct 
and operate facilities for the delivery and sale of an additional 50,000 
Mcf per day. With the authorization of this 50,000 Mcf additional 
delivery capacity, the authorized design capacity of Panhandle’s 
line became 850,000 Mcf per day. 

On July 13, 1950, we issued an order consolidating, among other 
things, the proceedings relative to the form of tariff and rate level with 
Docket No. G-1116, which proceeding was initiated by our order 
issued on September 3, 1948 instituting an investigation of Pan- 
handle’s rates and charges. Following hearings on the consolidated 
proceedings, on June 13, 1951 we issued our Opinion No. 214, 10 F.P.C. 
185, wherein we found that Panhandle’s contracts with its utility cus- 
tomers, on file with us as rate schedules, were unduly discriminatory, 
preferential and unlawful. We prescribed in that opinion a tariff 
which contained new rate schedules and related forms of service 
agreements which were to become applicable to the operations of 
Panhandle’s system after the introduction therein of natural gas 
from the facilities authorized to be constructed and operated by 
Trunkline. 

In approving the form of tariff for Panhandle, we did not fix the 
rates and charges to be applicable upon the introduction of Trunkline 
gas into Panhandle’s system. Our opinion and order of June 13, 1951 
provided, among other things, that the approved form of tariff should 


+ Trunnkline Gas Supply Company, 9 FPC 721, 729 (1950) ; 10 FPC 1395 (1951). 
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become effective upon the introduction of Trunkline gas “provided 
Panhandle has filed with the Commission rates and charges allowed 
to become effective, or rates and charges otherwise prescribed by the 
Commission.” 

On August 17, 1951, Panhandle, as directed by us in our opinion, 
10 F.P.C. 185, and accompanying order issued therewith, submitted 
to us a tariff in which Panhandle incorporated in the several rate 
schedules of the tariff rates and charges which it proposed to make 
effective upon the introduction of Trunkline gas into its system. 
Panhandle requested that the tariff, designated as Panhandle Eastern 
Pipe Lines Company F.P.C. Gas Tariff, Original Volume No. 1, be 
permitted to become effective as of September 20, 1951. 

Upon applications for rehearing with respect to Opinion No. 214, 
10 F.P.C. 185, and accompanying order issued June 13, 1951, we 
issued our Opinion No. 214—A, 10 F.P.C. 322, and accompanying order 
on August 23, 1951, directing that certain minor modifications and 
revisions be made in the form of the tariff. On August 30, 1951, Pan- 
handle filed with us substitute original sheets which, in effect, were in 
substantial compliance with the modifications and amendments ordered 
by us at 10 F.P.C. 322, and requested that the tariff as submitted on 
August 17, 1951, as modified and amended by the substitute sheets sub- 
mitted on August 30, 1951, be permitted to become effective on Septem- 
ber 20, 1951. The tariff as filed by Panhandle proposed an annual 
increase in rates estimated by it to be approximately $21,400,000, based 
upon anticipated sales after the introduction of Trunkline gas into 
the Panhandle system. By order issued September 5, 1951, we 
suspended the tariff until February 20, 1952 and thereafter in the 
manner prescribed by the Natural Gas Act. Upon motion of Pan- 
handle the tariff was allowed, by our order issued on March 5, 1952, 
to become effective, under bond, on February 20, 1952. Hearings with 
respect to the suspended tariff and other related matters were con- 
cluded on May 15, 1953. Subsequently briefs relative to the issues 
involved, with respect to the proposed rate increase, were filed by Pan- 
handle, Commission Staff, and Interveners; and oral argument was 
held thereon on November 19 and 20, 1953. By order issued June 9, 
1953, the intermediate decision procedure was omitted in accordance 
with the provision of Section 1.30 (c) (2) of the Commission’s Rules 
of Practice and Procedure. 

Petition to reopen proceedings——On March 15, 1954, Michigan 
Consolidated Gas Company, intervener, filed a petition to reopen these 
proceedings to take further evidence. On March 22, the City of Detroit 
and the County of Wayne, Michigan, also filed petitions in support 
of the petition filed by Michigan Consolidated. The International 
Union of United Auto and Aircraft Implement Workers of America, 


U.A.W.-C.L.O. filed a petition also requesting the record be reopened. 
468918—61——7 
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Panhandle Eastern Pipe Line Company filed, on March 18, an answer 
and motion to strike the petition of Michigan Consolidated. 

The main contentions in the motions to reopen are that there is 
newly discovered evidence available with respect to the volume of 
sales of Panhandle which should be used in determining the cost of 
service. The Volume of Sales figure which is discussed hereafter 
(Infra, pp. 86-103) is a subject matter which has received our careful 
consideration. It appears that the data upon which main reliance 
was placed by Michigan Consolidated and other Movants have already 
been given consideration in this record and was rejected by the Pre- 
siding Examiner as falling outside the test year and determined to be 
inadmissible. 

Commission staff counsel appealed this ruling to the Commission, 
but withdrew the appeal before the Commission had passed on the 
question. 

Furthermore, we must not confuse actual sales with capacity of 
the pipeline. They are not synonymous. Capacity is a requisite for 
consummation of sales, but the annual volume of sales may not, and in 
fact, virtually never will, or can be equal to the capacity of the line. 

In this period of swiftly changing conditions in the natural gas 
industry, there is scarcely ever an occasion when rates for the future 
can be fixed with confidence that the facts on which the decision is 
based will remain the same for any great length of time. Thus, there 
frequently is a temptation to reopen a case after the record has been 
closed, so that evidence of changed conditions may be received. How- 
ever, the additional delay caused by this procedure frequently will 
provide time in which further changes will occur, with the result that 
seemingly good reasons again exist to reopen the case. This is the kind 
of situation which we now have before us. 

We do not feign ignorance of a number of events which have trans- 
pired since the conclusion of this hearing, including facts of record in 
proceedings before this Commission. Nor are we oblivious of an order 
of the Kansas Corporation Commission, effective January 1, 1954, 
which is not in this record, increasing by 3 cents per Mcf the cost of 
gas which Panhandle purchases in the Kansas-Hugoton field. Since 
these facts are not in the record before us, we do not base our decision 
on them, but we have no reason to believe that receipt in evidence of 
these and any other relevant facts at a subsequent date would enable 
us to render a decision any more favorable to the ultimate consumer. 

For the foregoing reasons and in view of the fact that this order 
brings about a substantial reduction in the rates now being collected 
under bond, we deem it to be in the public interest to deny these 
motions. 
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Jurisdiction.—It is undisputed that Panhandle is engaged by means 
of interstate natural gas pipe-line facilities owned and operated by it 
in the transportation and sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and is a “natural gas 
company” within the meaning of the Natural Gas Act, as the Commis- 
sion has heretofore determined in a number of prior proceedings. 

Test year—Both Panhandle and the Staff base their respective 
presentations upon a test year consisting of the calendar year 1952. 
Virtually all plant account and operating expense items were stipu- 
lated and agreed upon for such period on the basis of 9 months actual, 
3 months estimated and “normalized.” For the purpose of this case 
we adopt such test period in determining the reasonableness of the 
increased rates and charges under consideration herein. 

Before proceeding to discuss the substantive issues we shall dispose 
of one procedural matter. During the course of the hearings Staff 
Counsel moved to incorporate in the record, by reference as item SS, 
certain schedules from Panhandle’s F.P.C. Form No. 2 for the year 
1952. This motion was denied by the Presiding Examiner. In de- 
termining the just and reasonable rates of Panhandle, we do not 
believe the Commission sheuld be denied the opportunity to utilize 
and rely upon information and data concerning Panhandle’s affairs 
and operations which are officially submitted to us in conformance 
with our rules and regulations and verified by responsible officers of 
the company. We, therefore, set aside the ruling of the Presiding 
Examiner and accept in the record as Item SS the 1952 Form No. 2 
of Panhandle. 


TREATMENT OF PANHANDLE’S GAS SUPPLY 


At the outset we take up what is perhaps the most basic and con- 
troversal issue in this case—namely, the treatment which should be 
given for rate-making purposes to the commodity which Panhandle 
transports and sells. Because of the importance of this matter, and 
misconceptions regarding it which have been widespread, we shall go 
into the subject at some length, so that our analysis of the problem and 
our conclusions concerning its relations to the public interest may be 
clearly understood. 

Of the total supply of natural gas available to Panhandle for inter- 
state transmission and sale during the test year (1952), less than one- 
fourth came from its own production, about one-fourth was pur- 
chased under a “cost-of-service” formula prescribed by this Commis- 
sion from its subsidiary, Trunkline, which in turn bought all of its 
requirements from unaffiliated suppliers in the Gulf Coast area, and 
more than half was purchased by Panhandle from independent pro- 
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ducers at the well head or the outlet of gasoline plants in the Pan- 
handle and Hugoton fields of Texas, Oklahoma, and Kansas.? Neither 
Trunkline’s rates to Panhandle nor its gas-purchase payments to its 
suppliers are at issue in these proceedings. Likewise, no one in these 
proceedings has questioned the reasonableness of Panhandle’s arm’s- 
length gas-purchase contracts; in accordance with the custom in such 
circumstances, the staff proposes to allow, and we include, the full 
amounts of the payments estimated to be made by Panhandle for such 
purchased gas (amounting to $13,070,446, or 7.7457 cents per Mcf)* 
among Panhandle’s operating expenses which enter into its recover- 
able cost of service. 

It is regarding the gas which Panhandle itself produces—compris- 
ing less than one-fourth of the total which it transports and sells— 
that differences arise between the method of valuation proposed by 
Panhandle and that contended for by the staff and certain inter- 
veners. 

In valuing the natural gas which Panhandle itself produces, the 
staff would have us adhere to the method which the Commission has 
traditionally followed in treating pipeline-produced gas for rate- 
making purposes, and which for convenience may be termed the “rate- 
base” approach. Under this method, the natural gas in place and the 
properties and equipment utilized in producing it are included in the 
rate base, along with the transmission, compression, and other facili- 
ties employed in transporting and selling it to the customers, at the 
net investment which they represent, ¢.e., their original cost less the 
reserves which have been accrued to cover their depletion and depreci- 
ation. In addition to a return thereon equal to the rate of return 
found reasonable for the pipeline operation over-all, there are in- 
cluded in the recoverable costs of service, upon which the charges to 
jurisdictional customers are based, all operating expenses chargeable 
to production, including such uncapitalized exploratory and develop- 
ment outlays as delay rentals, geological surveys, and the expenses 
of drilling dry holes. Thus all of the costs and risks incurred in the 


2 The figures are as follows: (Exhibit 550) 





| | 
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*At 16.4#, except for small production in Michigan at 15.025#. 


3 Exhibit 550, Schedule B-2-a-R as adjusted for Kansas gas measurement Order. 
(Infra, p. 102). 


















































PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 61 


search for gas by a pipeline are shifted from the stockholders to the 
customers of the pipeline. In addition, all expenses associated with 
the extraction of liquid hydrocarbons, such as natural gasoline, are 
also included among the allowable operating expenses, but correspond- 
ing production credits are made of the revenues from the sale of such 
products. Thus the “cost” of the natural gas varies inversely with the 
fluctuating and unregulated prices of such products as natural gaso- 
line, which in this case is taken as 6.4 cents per gallon. Finally, under 
the rate-base approach allowances for taxes on the production prop- 
erty are made in accordance with the actual payments made, thus 
transferring to the rate-payer all the savings of federal income taxes 
permitted by statute to be enjoyed by gas producers through the 
allowances made for depletion* and intangible well-drilling expense.® 
In this case, which is the first in which this issue has been sharply 
contested, the staff’s calculation of Panhandle’s federal income tax 
proposes the total disallowance of deductions of $1,571,000 for deple- 
tion and $850,000 for intangible well-drilling. To follow this course 
would, as we see it, clearly contravene the Congressional policy and 
intent. 

Panhandle, on the other hand, although it raises no objection to the 
valuation of its pipeline facilities on our usual net investment basis, 
contends that the natural gas which it produces should be accorded 
its value as a commodity, rather than being treated as a mechanical 
facility employed in furnishing a conventional utility service to the 
public. It argues that such gas should be treated just the same as the 
similar gas which it purchases from others, both produced and pur- 
chased gas sometimes coming, through partnership arrangements, 
from the very same wells. To effect this result Panhandle proposes 
that all of its gas reserves and production property be excluded from 
the rate base, that all production expenses be eliminated from the 
operating accounts for purposes of rate-making, and that it both 
assume the costs involved and enjoy the tax advantages provided for 
by law in connection with the exploration, development, and produc- 
tion of natural gas. 

Panhandle contends—and its evidence is not contradicted by any 
facts on this record—that the staff’s approach would allow its in- 
vestors less than nothing at the well-head for each Mcf of the natural 
gas which it produces in the Southwest. At the well-head the staff 
shows total Cost of Service of $3,399,165, Operating Expenses of 
$1,957,817, Depreciation, Depletion and Amortization totaling 
$548,263, and Taxes of $269,799, or total Operating Revenue Deduc- 


*Revenue Act of 1926; Internal Revenue Code, Secs. 23 (a) and 114 (b) (3) and (4). 
5° Treasury Department, Regulations III, Sec, 29.33 (M)-16. 
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tions of $2,775,879, and a return of $623,286, or .85 cents per Mcf.® 
With the elimination of the tax benefit on account of the depletion ] 
allowance, amounting to $537,524, deleted by the staff, however, the 
net return is reduced to $85,762, or .12 cents per Mcf.*7 And, with the ( 
further deduction of $993,306 for Extraction or Production Credits ‘ 
proposed by the staff, this figure is converted into a deficit of $907,544, 
or minus 1.24 cents per Mcf.8 Thus, on this basis it might be said that, 
rather than earning a fair return on its production properties, Pan- 
handle would incur a penalty for owning and operating them. This ( 
penalty would tend to increase with the passage of time as its re- t 


serves for depreciation and depletion are built up or if its net revenues 


from the extraction of hydrocarbons should rise. 1 

In lieu of the staff approach, Panhandle would have us apply to 1 
its production the weighted average arm’s length prices of gas at the Q 
well-head in the fields where this gas is produced. According to the | 
uncontroverted evidence of record, these prices, at a pressure base ‘ 
of 16.4 pounds, were 7 cents in the Panhandle field of Texas and in the ¢ 
Hugoton field, 8.4848 cents in Kansas, and 11 cents in Oklahoma, t 
before giving effect to escalator provisions in the contracts. We have ‘ 
adjusted the 8.4843 cents base for Kansas to reflect the effect of the i 


change in the gas measurement price ordered by the Kansas Corpo- i 
ration Commission. The revised price is 9.4978 cents. (/nfra, p. 102.) f 
Using these averages, the total amount applicable to Panhandle’s 7 
70,827,431 Mcf of Southwestern natural gas production is $5,977,712, I 
or 8.4398 cents per Mcf.® While this is slightly in excess of the c 
weighted average price (7.7457 cents per Mcf) estimated to be paid by 9 


Panhandle during the test year 1952 under its outstanding contracts 


* Exhibit 551, Schedule B-1-R, Basis IV, page 14. For purposes of this computation, 
the Staff used a rate of return of 6 per cent on the production property of Panhandle, S 
rather than the 5-14 per cent for which the Staff contended on brief or the 5-% per cent 
over-all which we determined herein to be fair and reasonable under all the circumstances 
of this case. This difference (between 5-% per cent and 6 per cent on production and h 
other excluded property) representing a net investment of $15,205,789 (Exhibit 531) 
would amount to an adjustment of $38,014.48, or about 0.012 cents per Mcf on Pan- p 
handle’s 1952 sales. Further inconsequential adjustments would also have to be made Pp 
to reflect the minor changes in income tax calculations occasioned by this discrepancy. v 

a 


7 Exhibit 578. 
8 Ibid. 


* Computed as follows in Staff Brief, Appendix IT: 
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Panhandle Field—Texas.................-..-..-. 35, 373. 015 7 2, 476, 111 p 

Hugoton Field— Kansas -__.....................- | 26. 520, 091 **8. 4843 2, 250, 044 a 
Hugoton Field—Oklahoma_____......-. ied 8, 934, 325 11 982, 776 
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*Michigan production of 2,177,936 Mcf excluded. Cf. Note 2, supra. 
**Before adjustment for Kansas gas measurement order. 
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for gas purchases,!° it is well below the rates of royalties concurrently 
paid by Panhandle to its lessors on its own production, which the 
record shows to be 8 cents in Texas, 9 cents in Kansas, and 11 cents in 
Oklahoma. Furthermore, it is well below the 9.4-15 cents and 12-13 
cents at which more recent gas purchase contracts have been negotiated 
in the Hugoton field in Texas and Kansas, respectively, and the re- 
ported recent ranges of price from 111% cents to 15 cents and 20 cents 
per Mcf, respectively, in the Panhandle field of Texas and in the 
Gulf Coast area, both at a pressure base of 14.65 pounds, as shown on 
this record. 

To this conservative measure of the commodity value of the gas 
which Panhandle produces, adjustments must be made to permit a 
valid comparison between the results of this method and those of that 
advocated by the staff. These include the deduction of well-head 
production costs, amounting to $1,631,494, depreciation, depletion and 
amortization in the amount of $492,196, taxes other than federal in- 
come tax applicable to well-head, $259,134; credit for loss on Btu 
through extraction of gasoline and liquefied petroleum gas, $123,779, 
and that portion of the 534 per cent fair return which would otherwise 
be applicable to production, $592,845. Offsetting items are an increase 
in federal income tax amounting to $1,534,709 and $256,987 to adjust 
for the effects of escalator clauses in certain gas purchase contracts.™ 
These adjustments bring the total difference between the methods pro- 
posed by the staff and by Panhandle to $4,169,052, of which 85.66 per 
cent, or $3,571,448, is attributable to jurisdictional sales totalling 
275,052,339 Mcf. On this basis the method proposed by Panhandle 
yields an over-all result which is 1.3 cents per Mcf * higher than a 
rate based on the “cost” of its own produced gas as computed by the 
staff—a differential of less than 5.3 per cent of the estimated average 
wholesale price per jurisdictional Mcf to be paid under the rates 
herein prescribed for Panhandle as just and reasonable. If the com- 
parison were limited to the difference between the two methods of 
pricing the gas, without the further adjustments for tax benefits, 
which is really a separate question, this differential would be only 
about 0.6 cents per Mcf. 

In arguing strenuously that we should follow its rate-base approach 
in pricing the gas which Panhandle produces, the staff gives but scant 
attention to the economic aspects of the question or to the long-run 





” Analysis of Panhandle’s Reports to this Commission discloses that much of the gas 
purchased by it from other producers in 1952 was bought under old contracts at prices 
well below this average, while that bought under contracts made in 1951 averaged 11.1¢. 

“1 See Table 1, Appendix III. 

“If this entire differential were to be exactly reflected to residential customers, in say 
the City of Detroit, at the extreme end of Panhandle’s pipeline transportation system in 
the United States, the difference in cost to the typical householder, who uses an annual 
average of 18.7 Mcf of natural gas monthly for cooking, waterheating, and space heating, 
would be but 24.33 cents per month, or 1.6% of his gas bill. 
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economics consequences of the course which it advocates. Rather, it 
seems to stand primarily on the fact that this has been the Commis- 
sion’s long-established policy, which has been sanctioned by the courts, 
including the Supreme Court of the United States. That such has 
been the Commission’s practice is not disputed, although it may be 
pointed out that here for the first time we have before us in a rate 
case a complete record which fully sets forth the results of the two 
methods of gas pricing now at issue.!* To urge this as an adequate 
reason to continue the practice in the face of what is to us a con- 
vincing showing that it should be abandoned, however, approaches the 
contention that the doctrines of stare decisis or res adjudicata have 
application in the field of administrative rate-making. But this is far 


from being the case. As Mr. Justice Frankfurter, speaking for the 
Supreme Court, has said: 


The process of rate making is essentially empiric. The stuff of the process 


is fluid and changing—the resultant of factors which must be valued as well 
as weighted.** 


We ourselves have recently pointed to the importance and desir- 
ability of a continuing effort on our part 


to develop—and improve—methods of allocation which would most properly 
apply to the natural gas industry activities subject to our jurisdiction in the 
matter of rates. ... Further experience and knowledge gained since the time 
of our [earlier] decision ....— continuing study of this troublesome question— 
and the facts in evidence in this proceeding disclose the need for further de- 


parture from methods of allocation previously applied if results are to be ob- 
tained which are equitable... .*° 


33In the first rate case to reach the Supreme Court under the Natural Gas Act, when 
the practice was first employed by the Commission, the company had not protested the use 
of the rate-base method, so long as it was limited to reproduction cost, although it did 
take issue with some of the elements which were not allowed, Natural Gas Pipeline 
Company of America and Texoma Natural Gas Company, 2 F. P. C. 218 (1940); F. P. 0. 
v. Natural Gas Pipeline Co., 315 U. S. 575 (1942). In the Hope case the company 
contended that all its properties should be taken into the rate base at their “reproduc- 
tion cost” or a “trended original cost estimate’, but did not object to the inclusion 
of its production property therein, Hope Natural Gas Company, 3 F. P. C. 150 (1942); 
F. P. C. v. Hope Natural Gas Co., 320 U. S. 591 (1944). The Commission considered only 
evidence as to the original cost of production property in determining the rate base in the 
Colorado Interstate-Canadian River Case, Canadian River Gas Company, et al., 3 F. P. C. 
82 (1942); Colorado Interstate Gas Co. v. F. P. C. and Canadian River Gas Co. V. 
F. P. C., 324 U. S. 581 (1945). 

The Commission has sustained an Examiner’s ruling excluding all evidence as to 
field prices in Panhandle Eastern Pipeline Co., 3 F. P. C. 273 (1942); Panhandle 
Eastern Pipeline Co. v. F. P. C., 324 U. S. 6385 (1945) and in City of Pittsburgh 
v. Pittsburgh and West Virginia Gas Company, 7 F. P. C. 112 (1948). In a recent 
rate case the company contended, not for a current commodity valuation of all the 
natural gas which it produced, but that this Commission was bound, as a matter of 
law, to follow the minimum “attribution” price fixed by the Kansas Corporation Com- 
mission, Opinion No. 228, Northern Natural Gas Company, issued June 11, 1952. In its 
rejection of this unsound contention the Commission was sustained by the Court of 
Appeals for the 8th Circuit, 206 F. 2d 690 (July 20, 1953) ; certiorari denied, 346 U.S. 
922. 

In the instant case the Commission sustained rulings by the Examiner admitting 
into this record comprehensive evidence relating to the question now under discussion. 

14 Board of Trade v. United States, 314 U. 8. 534, 546 (1942). 

% Opinion No. 225, Atlantic Seaboard Corporation, issued April 25, 1952, 11 FPC 43, 53. 
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Surely we should be no less willing to continually study the problem 
and strive to improve our handling of it in any other important phase 
of rate-making. 

It is a fact also that the Commission’s use of the rate-base method of 
pricing pipeline-produced gas has received judicial “sanction”—in the 
sense that it has been held by the Supreme Court not to constitute an 
abuse of administrative discretion—although, when the circumstances 
and language next discussed are fully understood, it is an overstate- 
ment to contend that it has been given unqualified judicial “approval.” 

In the first rate case to reach the Supreme Court of the United 
States under the Natural Gas Act the Commission had included pro- 
duction properties located in the Southwest at their “present value” 
in the rate base of a pipeline company for the purpose of fixing in- 
terim rates. The company had not objected to this, although it did 
take issue with the refusal of the Commission to include certain ele- 
ments therein, such as its claim of $8,500,000 for going-concern 
value.1® The case turned essentially on the constitutionality of the 
Act, the validity of the interim order, and the scope of judicial re- 
view, as was made abundantly clear in the concurring opinion of Mr. 
Justice Frankfurter, when he said: 





But while this historic controversy over the constitutional limitations upon 
the power of courts in rate cases is not presented here, if it be deemed that 
courts have nothing to do with rate-making because that task was committed 
exclusively to the Commission, surely it is a usurpation of the Commission’s 
function to tell it how it should discharge this task and how it should protect 
the various interests that are deemed to be in its, and not in our, keeping.”* 


The question was involved somewhat more directly in the Hope case, 
where the Company had adduced evidence as to the reproduction cost 
and trended original cost of all its physical property, upon which the 
Commission had refused to place any reliance or to give it any 
probative value, using instead a rate base computation based on 
actual legitimate cost. Here again, however, the Company had not 
objected to the inclusion of its relatively high-cost production prop- 
erties in the rate base. In sustaining the Commission’s order, the 
Court, speaking through Mr. Justice Douglas said: 


It is suggested that the Commission has failed to perform its duty under the 
Act in that it has not allowed a return for gas production that will be enough 
to induce private enterprise to perform completely and efficiently its functions 
for the public. The Commission, however, was not oblivious of those matters. 
It considered them. It allowed, for example, delay rentals and exploration and 
development costs in operating expenses. No serious attempt has been made 
here to show that they are inadequate. We certainly cannot say that they are, 
unless we are to substitute our opinions for the expert judgment of the admini- 
strators to whom Congress entrusted the decision. Moreover, if in light of 





% F. P.O. v. Natural Gas Pipeline Co., 315 U. 8. 575 (1942). 
™ Ibid, 315 U. S. 575, 609, at p. 610. 
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experience they turn out to be inadequate for development of new sources of 
supply, the doors of the Commission are open for increased allowances. This is 
not an order for all time. The Act contains machinery for obtaining rate ad- 
justments.** 


The opinion pointed out that: 


Congress .... has provided no formula by which the just and reasonable rate 
is to be determined. It has not filled in the details of the general prescription 
of § 4 (a) and § 5 (a). It has not expressed in a specific rule the fixed principle 
of “just and reasonable.” *° 


Several dissents to that opinion were filed, including Mr. Justice 
Jackson’s extended analysis of the economic issues involved in the 
application of the rate-base approach to the pricing of pipeline- 
produced gas. He disclaimed “this imputed approval with some par- 
ticularity because [he] attach[ed] importance at the very beginning 
of federal regulation of the natural gas industry to approaching it as 
the performance of economic functions, not as the performance of 
legalistic rituals.”*° He made it clear that he took no issue with the 
application of the prudent investment rate base to facilities employed 
in furnishing public utility or transportation service, but pointed to 
its shortcomings when applied to the “elusive, exhaustible, and ir- 
replaceable” natural gas itself. And he explained that: 


Hope’s business has two components of quite divergent character. One, while 
not a conventional common-carrier undertaking, is essentially a transportation 
enterprise consisting of conveying gas from where it is produced to point of 
delivery to the buyer. ... A rate base calculated on the prudent investment 
formula would seem a reasonably satisfactory measure for fixing a return from 
that branch of the business whose service is roughly proportionate to the capital 
invested. ... 

The other part of the business—to reduce to possession an adequate supply 
of natural gas—is of opposite character, being more erratic and irregular and 
unpredictable in relation to investment than any phase of any other utility 
business. A thousand feet of gas captured and severed from real estate for 
delivery to consumers is recognized under our law as property of much the same 
nature as a ton of coal, a barrel of oil, or a yard of sand. ... 

.... But gas fields turn this [rate base] method topsy turvy. Gas itself is 
tangible, possessible, and does have a market price in the field. ... Gas is 
what Hope sells and it can be directly priced more reasonably and easily and 
accurately than the components of a rate base can be valued. Hence the reason 
for resort to a round-about way of rate base price fixing does not exist in the 
ease of gas in the field.” 


Recognizing the economic functions of price as a tool of conserva- 
tion or means of encouraging or discouraging both production and 
consumption,*? he concluded that, while the Commission “is entitled 


1 F. P.O. v. Hope Natural Gas Co., 320 U. S. 591, 615 (1944). (Emphasis supplied). 
2 Ibid, at pp. 600-601. 

2» Ibid, 320 U. S. 591, 628, at pp. 628-629. 

1 Ibid, at pp. 647-648. 

2 Ibid, pp. 652-656. 
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to its own notion of the ‘public interest’ and its judgment of policy 
must prevail,” nevertheless 


The Commission is free to face up realistically to the nature and peculiarity 
of the resources in its control, to foster their duration in fixing price, and to 
consider future interests in addition to those of investors and present con- 
sumers. ... This problem presents the Commission an unprecedented oppor- 
tunity if it will boldly make sound economic considerations, instead of legal 
and accounting theories, the foundation of federal policy. I would return the 
case to the Commission and thereby be clearly quit of what now may appear 
to be some responsibility for perpetuating a short-sighted pattern of natural 
gas regulation.”* 


Similarly, Mr. Justice Frankfurter, dissenting, referred with ap- 
proval to the pertinent analysis of Mr. Justice Jackson, and concluded 
that “the objection to the Commission’s action is not that the rates it 
granted were too low but that the range of its vision was too 
narrow.” 4 

The issue between the rate-base approach and a different method of 
pricing pipeline-produced gas was squarely presented to the Supreme 
Court in the Colorado Interstate-Canadian River Case, and again the 
Commission’s rate order was sustained. The language of the opinion, 
by Mr. Justice Douglas, is however, particularly significant : 

Congress of course might have provided that producing or gathering facilities 
be excluded from the rate base and that an allowance be made in operating ex- 
penses for the fair field price of the gas as a commodity. Some have thought 
that to be the wiser course. But we search the Act in vain for any such 
mandate.... We do not say that the Commission lacks the authority to depart 


from the rate-base method. We only hold that the Commission is not precluded 
from using it.?® 


And again: 


Hence, we cannot say as a matter of law that the Commission erred in in- 
cluding the production properties in the rate base at actual legitimate cost. 
That could be determined only on consideration of the end result of the rate 
order, a question not here under the limited review granted the case.”° 


Justices Roberts, Reed, and Frankfurter joined with Chief Jus- 
tice Stone in the view that: 


. the Federal Power Commission, in making the rate order here under 
attack, exceeded its jurisdiction and reached a result which must be rejected 
because unauthorized by the applicable statute.”’ 


They argued that the Commission’s rate-base approach 


thus subjected petitioner’s production and gathering property to the same 
regulation as that which the statute imposes upon petitioner’s property used 





2 Ibid, at p. 660. (Emphasis supplied.) 

* Thid, 320 U. S. 591, 624, at p. 627. 

% Colorado Interstate Gas Co. v. F. P. O. and Canadian River Gas Oo. v. F. P. C., 
824 U. S. 581, 601 (1945). (Emphasis supplied.) 
* Ibid, at pp. 605-606. (Emphasis supplied.) 
* Ibid, 324 U. S. 581, 615. 
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and useful in the interstate transportation and sale of gas for resale. This, we 
think, the Natural Gas Act in plain terms probibits.** 

In these expressions the four dissenting members of the Court closely 
approached the analysis of Mr. Justice Jackson in his dissent in the 
Hope Case. He, however—pointing out that, although still adhering 
to that dissent, the principals laid down in that case are “the law of 
this Court, and I do not understand that any majority is ready to 
reconsider it” *®—saw no alternative than to concur in what, by his 
action, became the position of the majority. Continuing he stated 
that: 


I cannot fairly say that the Commission exceeded its jurisdiction in obtaining 
this evidence and making these calculations, even though the evidence related 
to production and gathering of gas. But I do think it is a fantastic method of 
fixing a “just and reasonable” price for gas.*° 


And, after pointing out that “These cases vividly demonstrate the de- 
lirious results produced by the rate-base method.” ** he concluded: 

I should like to reverse this case, not because I think the rate reduction is 
wrong, but because I think the real inwardness of the gas business as affects 
the future has been obscured by the Commission’s preoccupation with book- 
keeping and historical matter. Such considerations may be relevant to rate- 
base theories, but will not be very satisfying to a coming generation that will 
look back and judge our present regulatory method in the light of an exhausted 
and largely wasted gas supply.** 

Thus, it will be seen, five members of the Court effectively ques- 
tioned either the lawfulness or the wisdom of the Commission’s rate- 
base approach to the pricing of pipeline-produced gas, while the 
opinion of the Court sustaining the Commission’s action was careful 
to point out that under the statute the Commission was free to depart 
from that method, holding only that it was not precluded from em- 
ploying it. In the Panhandle Case, decided on the same day, although 
the point was raised by the Company on appeal, it had not been 
included in the application for rehearing before the Commission and 
hence was not within the scope of the review permitted by § 19 (b) of 
the Act.3* It was on this point solely that Chief Justice Stone and 
Justices Roberts, Reed, and Frankfurter concurred.*t The majority 
again emphasized that: 


Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591, holds that 
the Commission is not bound to use any single formula for the fixing of rates. 
It is not precluded from using actual legitimate cost as it did here.*® 


8 Ibid, at p. 616. 

2% Thid, 324 U. S. 581, 608, 609. 

© Ibid, at p. 611. (Emphasis supplied.) 

1 Ibid, at p. 610. 

* Thid, at p. 615. (Emphasis supplied.) 

%3 Panhandle Eastern Pipeline Co. v. F. P. C., 324 U. S. 635 (1945). 
* Thid, 324 U. S. 635, 650. 

% Thid, 324 U. S. 635, 649. 

















PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 69 





In the light of all these statements emanating from the Supreme Court 
it is clear that the question has always been an open one to be dis- 
posed of by the Commission in the exercise of its administrative dis- 
cretion under the Natural Gas Act. The issue is not a legal one; the 
Commission is plainly free, as a matter of law, to deal with this eco- 
nomic matter in accordance with its experience and best judgment as 
to what constitutes sound public policy. Nor it is a new problem. It 
has been repeatedly recognized by various members of the Supreme 
Court; it was explored extensively in the Commission’s Natural Gas 
Investigation (Docket No. G-580) 1945-1948. The question here 
presented is what method of pricing pipeline-produced gas will, under 
present-day realities and in the light of the facts of record in this 
case, best serve the ultimate public interest. It is to this phase of the 
matter that we shall next turn our attention. 

It may not be surprising that, with its background of actual legiti- 
mate original cost determinations for licenses under the Federal 
Water Power Act and of efforts to regulate interstate wholesale elec- 
tric rates under Part II of the Federal Power Act,°* the Commission 
should at the outset of its regulation of rates under the Natural Gas 
Act have followed a similar approach. And, in view of certain mis- 
interpretations which have been given currency," it should be empha- 
sized that we do not here propose, or even consider, any departure 
from that standard of valuation for the property and facilities em- 
ployed by pipeline systems in that part of their business which Mr. 
Justice Jackson likened in the Hope Case to a transportation enter- 
prise. In respect of the rate-making treatment of natural gas pro- 
duced by such pipeline systems, however, we are convinced that the 
time has come when the practice heretofore followed by the Commis- 
sion should be re-examined in the light of its economic impacts and 
our experience with it. 

Some of these impacts were foreseen with clarity and vision by Mr. 
Justice Jackson in his opinion in the Hope Case, when he wrote: 


.... Let us assume that Doe and Roe each produces in West Virginia for 
delivery to Cleveland the same quantity of natural gas per day. Doe, however, 
through luck or foresight or whatever it takes, gets his gas from investing 
$50,000 in leases and drilling. Roe drilled poorer territory, got smaller wells, 
and has invested $250,000. Does anybody imagine that Roe can get or ought 
to get for his gas five times as much as Doe because he has spent five times as 
much? The service one renders to society in the gas business is measured by 
what he gets out of the ground, not by what he puts into it, and there is little 
more relation between the investment and the results than in a game of poker. 





“FE. G., Brief of Federal Power Commission, Amicus Curiae, in Railroad Commie- 
tion v. Pacific Gas & Electric Co., 302 U. S. 388 (1938). 

“FE. G., Senate Committee on Interstate and Foreign Commerce, Hearings on H. R. 
4051, 80th Congress, 2d Session, p. 153 ff. (1948) ; G-2085, Northern Natural Gas Com- 
vany, Dissent to Opinion No. 247 (12 FPC 66) (issued April 23, 1953). 
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To regulate such an enterprise by undiscriminatingly transplanting any body 
of rate doctrine conceived and adapted to the ordinary utility business 
can serve the “public interest” as the Natural Gas Act requires, if at all, only 
by accident. Mr. Justice Brandeis, the pioneer juristic advocate of the prudent 
investment theory for man-made utilities, never, so far as I am able to discover, 
proposed its application to a natural gas case. On the other hand, dissenting in 
Pennsylvania v. West Virginia, he reviewed the problems of gas supply and 
said, “In no other field of public service regulation is the controlling body con- 
fronted with factors so baffling as in the natural gas industry ; and in none is con- 
tinuous supervision and control required in so high a degree.” 262 U.S. 553, 621. 
If natural gas rates are intelligently to be regulated we must fit our legal prin- 
ciples to the economy of the industry and not try to fit the industry to our 
books.** 


We are aware that this, like some of the other passages quoted above, 
are from minority opinions of the Supreme Court. We are aware also, 
however, of the fact that the famous opinion of Mr. Justice Brandeis 
in the Southwestern Bell case, which has come to be regarded as the 
classic defense of the net investment rate base now used for the valua- 
tion of true public utility property in most federal and state jurisdic- 
tions, was likewise at that time a dissent.*® Furthermore, in the light 
of the views expressed by the several members of the Court in the 
Canadian River case,*® it is by no means clear that a majority of the 
Court really approved the results of the Commission’s traditional 
approach to the pricing of pipeline-produced gas in that instance. 
What would be its position were we to use the same method in the 
case now before us is something which, of course, we would not pre- 
sume to predict. But the prophetic character of Mr. Justice Jackson’s 
opinion appears very strikingly in the following passage from his 
dissent in the Hope case: 

Two-thirds of the gas Hope handles it buys from about 340 independent pro- 
ducers. It is obvious that the principle of rate-making applied to Hope’s own gas 
cannot be applied, and has not been applied, to the bulk of the gas Hope delivers. 
It is not probable that the investment of any two of these producers will bear 


the same ratio to their investments. The gas, however, all goes to the same 
use, has the same utilization value and the same ultimate price.** 


And again in the Colorado Interstate-Canadian River cases: 


To let rate-base figures, compiled on any of the conventional theories of rate- 
making, govern a rate for natural gas seems to me little better than to draw 
figures out of a hat. These cases confirm and strengthen me in the view I stated 
in the Hope case that the entire rate-base method should be rejected in pricing 
natural gas, though it might be used to determine transportation costs. These 
cases vividly demonstrate the delirious results produced by the rate-base method. 
These orders in some instances result in three different prices for gas from the 


% Supra, 320 U.S. 591, 628, at pp. 649-650. (Emphasis supplied.) 

% Southwestern Bell Tel. Co. v. Public Service Commission of Missouri, 262 U. S. 
276, 289 (1923). 

*” Supra, 324 U.S. 581. 

“ Supra, 320 U. 8S. 591, 628, at p. 649. 
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same well. The regulated company is a part owner, an unregulated company is 
a part owner, and the land owner has a royalty share of the production from 
certain wells. The regulated company buys all of the gas for its interstate 
business. It is allowed to pay as operating expenses an unregulated contract 
price for its co-owner’s share and a different unregulated contract price for 
the royalty owner’s share, but for its own share it is allowed substantially less 
than either. Any method of rate-making by which an identical product from a 
single well, going to the same consumers, has three prices depending on who 
owns it does not make sense to me. 


These cases furnish another example of the capricious results of the rate-base 
method in this kind of case.** 

The facts of record in the instant proceeding fit precisely into the 
situation above described as producing a “delirious” and “capricious” 
result. Not only is it contended by Panhandle, as pointed out earlier, 
that the rate-base approach would produce a minus valuation of 1.24 
cents per Mcf at the wellhead on the natural gas produced by it, but 
in certain instances Panhandle’s partners in particular wells earn 
after all expenses and taxes from 5 to 5.6 cents, receive a price of 
8 to 9.8 cents, while lessors and royalty owners are paid for gas pro- 
duced from the same well at the rate of 9 cents per Mcf.** To us this 
is a situation of multiple pricing of gas from the same wells and going 
to the same consumers which just does not make economic sense. 

Even if we were to adopt the Staff’s contention—which we reject— 
that Panhandle’s calculations showing that the Staff’s method results 
in a valuation of minus 1.24 cents per Mcf on that portion of its gas 
supply which Panhandle itself produces is a false claim based on mere 
“figure juggling,” ** the fact still remains undenied that the Staff’s 
own “cost” approach results in valuing such gas at a maximum of .85 
cents per Mcf,*5 as compared with the average of 7.7457 cents per 
Mef estimated to be paid by Panhandle for gas purchased from others 
in 1952 and the 8.4398 cents per weighted Mcf average price applying 
in the same fields. With Panhandle’s more recent gas purchase con- 
tracts carrying still higher prices, it is manifestly clear that the basis 
contended for by Panhandle is conservatively below the costs incurred 
by it for gas purchased under recent contracts. 


@ Supra, 324 U. 8. 581, 608 at p.610. (Emphasis supplied.) 

“Exhibits 578; Tr. pp. 13947-8. Specific illustrations from Exhibits 569 and 570 are 
as follows: 

Panhandle’s partner in the Phillips No. 1-16 well earns 5.102 cents per Mef net, 
compared with minus 1.337 cents for Panhandle; in the Parson’s No. 1-4 well the com- 
parable figures are 4.952 cents and minus 1.336 cents, respectively; in the two Dunn & 
Hoffman wells they are 5.446 and 5.639 cents, respectively, as compared with minus 
1.24 cents and minus .83 cents, respectively, for Panhandle. (Tr. pp. 13915-13921.) 

In a well owned 81.25 per cent by Panhandle and 18.75 per cent by a partner, Pan- 
handle pays its partner 9.8 cents per Mcf for his share of the production, which 
yields him a net income of 5.497 cents per Mcf, while Panhandle, under the Staff's 
theory, would receive net income of minus $415.00, or minus .1626 cents per Mecf for 
its share of the gas produced. (Tr. pp. 13921-13924). 

“ Staff Brief, p. 56. 
* Exhibit 551, Schedule B—1-R, Bases IV. 
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These differentials and price relationships are shown graphically 
in the charts below. Although some price differentials will un- 
doubtedly remain under any arm’s length contracts negotiated at dif- 
ferent times and places and under varying circumstances, we see no 
sound reason why we should arbitrarily treat the natural gas of some 
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producers according to a completely different method from that used 
in the case of natura] gas produced by others. 

Apart from the economic incongruity of such a price situation, there 
is the fundamental and paramount question, whether such result 
would be in the public interest, and whether it would even be in the 
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ultimate interest of the consumers who have come to rely increasingly 
upon natural gas as a major source of their expanding energy require- 
ments.*® Obviously an arbitrarily depressed price, related to what 
may truly turn out to be a “vanishing rate-base,” would tend to both 
accelerate the consumption and fail to encourage the discovery and 
development of this limited and irreplaceable natural resource. In 
other words, it does not promote that conservation in both the pro- 
duction and the use of natural gas which is in the national interest. 
Finally, as we see it, the interest of the public definitely lies in 
the direction of natural-gas production by pipeline systems them- 
selves, as distinguished from their complete dependence for gas supply 
upon purchases from other producers. There are several reasons why, 
in our judgement, it is very much in the interest of pipelines, and of 
the public served by them, that such systems produce themselves a sub- 
stantial portion of the natural gas which they transport and sell. 
In the first place, such production strengthens their bargaining posi- 
tion in negotiating gas-purchase contracts with independent pro- 
ducers. While this record does not contain the data which would be 
necessary to permit specific comparisons on this score, we are con- 
vinced that companies not wholly dependent upon arm’s length pur- 
chases for their entire supplies are generally able to buy gas more 
advantageously. This advantage must ultimately redound to the bene- 
fit of their customers through lower gas-purchase prices and cost of 
service than would otherwise obtain. Secondly, by utilizing their own 
production to take the swings of pipeline—throughput in response to 
seasonal and other fluctuations of consumer demand, such pipeline 
systems are able to take their purchased gas at relatively uniform 
volumes and high load factors which, under the usual provisions of 
gas-purchase contracts having minimum take clauses, likewise ordi- 
narily results in lower purchased-gas and service costs, with con- 
comitant rate advantages to their customers. And thirdly, it seems too 
obvious to require demonstration that it is much more in the interest 
of consumers in interstate markets remote from the major areas of 
natural-gas production that the pipelines serving them continue to 
control supplies adequate to give them service reasonably adequate 
to meet their needs, than that low rates be available to them on paper 
or in theory without the gas supply being actually present for pur- 
chase by them thereunder. No policy which, while immediately lead- 
ing to somewhat lower rates, fails to create an atmosphere favorable 
to the exploration for natural gas by pipeline systems and the mini- 


“In the past thirty years natural gas has risen from a position where it supplied 
only about 4 per cent of the total energy requirements of the United States, and then 
largely on a local or regional basis, to its present use in all but five states of the 
Union, meeting more than one-fifth of our very much larger national energy needs. 
(Based on data published by the U. 8S. Bureau of Mines.) 
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mization of its flaring in production or waste in its utilization pro- 
motes the sound conservation of this irreplaceable natural resource, 
which is in the long-run interest of the Nation. 

Yet it is an established fact that this Commission cannot compel 
natural-gas companies subject to its jurisdiction to engage in explora- 
tion, drilling, and related developmental activities or to acquire and 
attach gas reserves discovered by others; indeed, it is at least doubtful 
that the Commission can require pipeline systems to retain reserves 
which they already own, although under certain circumstances it has 
endeavored, unsuccessfully, to do so.** If there is to be natural-gas 
exploration, development and production by pipeline systems them- 
selves, therefore—with resultant benefits to the public interest—it 
follows that this must result from regulatory policies designed to en- 
courage, rather than to penalize, such activities. 

In support of its contention—that the Commission’s practice of 
pricing for rate-making purposes pipeline-produced gas with no re- 
gard whatever for the worth of such natural gas as a commodity, has 
had the effect of discouraging the pipelines from engaging in the 
search for and attachment of gas supplies of their own—Panhandle 
introduced in this case considerable evidence pointing to the marked 
decline in the ratio of pipeline-produced gas to the total transported 
and sold by interstate pipelines since the effective date of the Natural 
Gas Act, as amended. A considerable portion of the staff brief is 
devoted to an effort—in our view largely unsuccessful—to refine and 
modify this statistical approach, and thus diminish the weight of this 
evidence. 

When we look to the over-all situation, we cannot but be struck by 
the fact that no new major pipeline which has been certificated since 
the Commission’s pricing practice was first established—including 
some of the largest systems serving enormous new markets—produces 
any significant portion of its total supply. That the ratio of pipeline- 
produced to total gas transported and sold in interstate commerce has 
declined markedly is clearly apparent from the facts of record. This 
trend is the important thing; the precise amount is a relatively 
unimportant detail. For Panhandle itself this record shows that the 
ratio has fallen from 52.4 per cent in 1942 to about 30.6 per cent in 
1951.48 And we are unable to adopt the position taken in the 
staff brief that there is no validity in the claim that the rate regu- 


latory policies of this Commission have been a factor contributing to 
this undesirable result. 


* Federal Power Commission v. Panhandle Eastern Pipeline Co., 387 U. S. 498 (1949) ; 
Docket No. G—1618, Northern Natural Gas Company, Opinion No. 230, issued June 24, 
1952; Docket No. G—2085, Northern Natural Gas Company, Opinion No. 247, issued 
1952, 11 FPC 174; Docket No. G—2085, Northern Natural Gas Company, Opinion No. 247, 
issued April 23, 1953, 12 FPC 66. 
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For all the foregoing reasons, we have concluded that, as a matter 
of sound public policy, we should reexamine at this time the treat- 
ment which the Commission has heretofore accorded pipeline-pro- 
duced gas in rate-making. We are convinced, from our analysis of 
all the facts of record, that the ultimate public interest will be better 
served by permitting the pipeline to receive for the gas which it pro- 
duces a price reflecting the weighted average arm’s-length payments 
for identical natural gas in the fields (and sometimes from the very 
same wells) where it is produced than through the application of the 
“rate-base” method to this commodity. We find that the uncontra- 
dicted evidence introduced by Panhandle in this proceeding repre- 
sents a reasonable basis for such pricing. Obviously, to so treat for 
rate-making purposes the gas produced by Panhandle will require 
no bookkeeping entries or revisions of the figures shown on its books 
of account. In this respect, the item is no different from any other 
adjustment, such as the volume of sales, which we have made in com- 
puting the rates prescribed herein. Since this conclusion logically 
carries with it, as pointed out above, the adjustments for giving full 
effect to the statutory tax provisions regarding depletion and intangi- 
ble well-drilling expense relating to natural-gas production, it will not 
be necessary for us to give further or separate consideration of those 
factors herein. 

We are of course not unaware of the fact that since its inception in 
1930 Panhandle has charged to operating expenses, for abandoned 
leases, delay rentals, and non-productive drilling, a total of 
$7,110,779.10, of which slightly more than $5,600,000 has been ex- 
pended since 1938, when the rate provisions of the Natural Gas Act 
became effective. It might be argued with some plausibility that a 
substantial portion of such sum has been recovered from its jurisdic- 
tional customers who might, therefore, be said to have underwritten 
to that extent this phase of Panhandle’s operations, and for which they 
will now receive no credit. Similarly, Panhandle’s rate base has here- 
tofore included, in plant held for future use, undeveloped gas reserves 
which, between 1930 and 1952 have been carried on its books at an 
average annual balance of $1,082,578, and which will now of course 
be excluded from the rate base*® on which a fair return on the juris- 
dictional business of the system is to be allowed. 

Strictly speaking, and to achieve complete theoretical equity, Pan- 
handle’s customers might be said to be entitled to some slight down- 
ward adjustment of the rates herein prescribed on account of these 
past items. To do so, however, would require a retroactive determina- 
tion of the fairness of past net earnings under rates prescribed by 
this Commission, as well as an assumption of precise accuracy in rate- 


* The amount excluded from tl rate base is $1,216,775. 
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making which would be widely contrary to fact. Even if we were to 
attempt an adjustment of such doubtful character, any impact which 
it would have on present rates would be insignificant.*°® In the cir- 
cumstances this must be regarded as an incidental consequence of the 
Commission’s transition to a more realistic approach to the pricing of 
pipeline-produced gas than it has taken in the past. 


TREATMENT OF GASOLINE AND LIQUEFIED 
PETROLEUM GAS NET REVENUES 


Panhandle contends that the extraction from its gas stream of 
natural gasoline and other liquid hydrocarbons is a separate business 
voluntarily embarked upon for profit and, therefore, the net revenues 
derived from such business should not be credited to the cost of 
service. In its cost of service study, the staff, in accordance with the 
traditional method employed by the Commission whereunder the 
gasoline extraction business associated with a natural gas company’s 
pipe-line operation has been treated as a by-product, ‘credited Pan- 
handle’s net revenues from the extraction operations to the cost of 
service. 

Panhandle, under a contract with Phillips Petroleum Company 
entered into in 1943, turns over to Phillips at the latter’s Sneed gaso- 
line extraction plant, certain volumes of gas which Panhandle pur- 
chases and produces in the Panhandle field. Phillips extracts the 
gasoline from such gas and returns the residue gas to Panhandle for 
subsequent transmission and sale. Under its contract with Phillips, 
Panhandle receives 60% of the gasoline produced from its gas less a 
handling and loading charge of 2%—the gasoline being sold to 
Phillips at prevailing market prices. Panhandle’s estimated net 
revenues from this operation in the test year 1952 were $667,348. 
Panhandle also owns and operates the Liberal Gasoline Plant in 
Kansas. At this plant, which was constructed in 1936, a portion of 
its purchased and produced gas is processed and the extracted gasoline 
and other hydrocarbons sold under contract to the Shamrock Oil and 
Gas Company at prevailing market prices. The estimated net reve- 
nues from this operation in the test year were $1,315,577. 

It is maintained by Panhandle, but disputed by the staff, that it is 
possible to operate Panhandle’s system successfully without the ex- 
traction of gasoline. While we believe the evidence shows it to be a 
fact that Panhandle would be able to discontinue the extraction of 
gasoline without incurring serious operating difficulties, nevertheless 


If, for example, the entire $5,600,000 of exploratory costs which have in the past been 
charged to Operating Expenses were to be treated as customer contributions—and cred- 
ited in its entirety to Panhandle’s jurisdictional business—the resulting adjustment on 
the basis of a 5-% per cent return would be only $322,000 or less than 0.1 cent per Mcf 
on Panhandle’s 1952 sales. 
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it is also true that the reduction in the liquid content of the gas 
through the extraction of the heavier hydrocarbons does improve the 
operating efficiency of Panhandle’s pipe-line system. 

We view these opposing contentions of little moment in our analysis 
of the problem. We do not rest our decision to treat the gasoline 
operations of Panhandle as a separate business or department upon 
the question of jurisdiction, for the record clearly shows that certain 
of the facilities of Panhandle with respect to which we have unques- 
tioned jurisdiction are jointly used by the gasoline business and in 
the business of transporting and selling natural gas in interstate com- 
merce for resale. Likewise, expenses are jointly incurred in the pur- 
chase, production, gathering, and transportation of the raw natural 
gas from the wellmouth or points of purchase to the gasoline plants. 

It is our view that the rates which we prescribe for the sale of 
natural gas for resale should not rest in part upon the fluctuating and 
unregulated prices of natural gasoline and other liquid hydro- 
carbons.5? 

We are not unmindful of the fact that the Commission’s past treat- 
ment of the net revenues from gasoline extraction operations followed 
a different path. Yet in considering the Commission’s decisions in 
those cases where the issue was specifically raised, we are impressed 
with the fact that the treatment there decided upon was bottomed on 
findings that the processing was “necessary to make the natural gas 
marketable and transportable” (Hope case, supra, p. 64). The de- 
cision of the Tenth Circuit Court of Appeals®? which upheld the 
Commission’s action in respect to the treatment of gasoline net reve- 
nues in the later Cities Service case, 3 F.P.C. 459 (1943) made it plain 
that it did so only because the extraction process was “. . . an essential 
part of the business of transporting and marketing the natural gas.” 
The evidence before us would not support a similar finding with 
respect to Panhandle’s extraction operations. We conclude that, in 
the circumstances of the present case, Panhandle’s extraction busi- 
ness—to the extent that such extraction is not requisite to preparation 
of the gas for pipeline transportation—should be treated as non- 
jurisdictional. 

We shall now turn to the question, what amount should be credited 
to the cost of Panhandle’s natural gas service by reason of the cost 
of its unregulated natural gasoline extraction business. In its study 
of this matter Panhandle proposes to credit the amount of $557,247.00. 
Such amount was ascertained from a determination of the joint gas 
supply, gathering and transmission costs applicable to the gas stream 


"The market prices of gasoline have varied over the years from less than 2¢ to a 
high of 8¢ per gallon—the estimated price for the test year 1952 being 6.4¢ per 
gallon for natural gasoline and 3.04¢ per gallon for liquefied petroleum gas. 

82 Cities Service Gas Company Vv. F. P. C., 155 F. 2d 694, 703 (1946). 
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at the inlet of the gasoline plants. There was applied to this total 
joint cost a percentage reflecting the reduction in the volume of raw 
gas equal to the loss in heating value (Btu) due to the extraction of 
the liquid hydrocarbons plus the fuel used in the process. Such 
method of allocation may be termed the Btu method. We conclude 
that the Btu method of allocation proposed by Panhandle is sound 
and appropriate in the circumstances of this case.5* We will therefore 
utilize it in this proceeding, making the necessary adjustments in the 
dollar amounts developed by Panhandle to reflect the larger volumes 
of gas upon which the rates fixed in this Opinion and Order are based. 

In applying Panhandle’s Btu method we find it necessary to make 
adjustments thereto by reason of the additional volume of gas to be 
transported through the system (50,000 Mcf per day) as hereinafter 
discussed (Jnfra, p. 86). In addition to these adjustments, further 
adjustments are necessary to conform the rate of return to the 534 
per cent we have found to be fair and reasonable and to conform other 
items such as depreciation and taxes with our determinations as here- 
inafter set forth. The amount we determine to be appropriately 
credited to Panhandle’s natural gas operations is the sum of $591,710 
—the details of such computations being set forth in Tables 1 to 10 
of Appendix IT hereof. 

Another extraction operation now is conducted by Panhandle at 
the plant of National Petro-Chemicals Corporation at Tuscola, 
Illinois. Here again, the extraction process obviously was not “an 
essential part of the business of transporting and marketing the 
natural gas,” because the plant was built long after the pipe line had 
been in operation. Panhandle and National Distillers Products are 
the principal stockholders of National Petro-Chemicals Corporation 
and Panhandle manages and operates the plant. 

Prior to the construction of this project, the interested corporations 
requested the Commission to make a determination of their status 
under the Natural Gas Act in the event the then proposed plan was 
consummated. In response to this request, the Commission authorized 
its then Chairman to advise the interested parties in the manner here- 
inafter shown by a letter dated July 13, 1951, an excerpt of which is 
as follows: 


1. Neither National Distillers Products Corporation nor National Petro- 
Chemicals Corporation would be subject to the jurisdiction of the Federal 
Power Commission as a “natural-gas company” within the meaning of that 
term as defined in Section 2 (6) of the Natural Gas Act, since neither would be 


*In the Colorado Interstate case (Opinion No. 235, issued August 8, 1952, 11 F. P. C. 
824) we used a method of allocation which is known as the relative market value 
method. We are not in a position to conclude whether such method could be appro- 
priately applied in this case—it being used in the Colorado case only by virtue of 
a condition which we incorporated in our order approving a merger between Colorado 
Interstate Gas Company and Canadian River Gas Company. 
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engaged in the transportation of natural gas in interstate commerce, or the sale 
in interstate commerce of such gas for resale. 

2. The price at which National Petro-Chemicals Corporation would purchase 
natural gas as fuel, none of which would be resold, would not be subject to 
regulation by the Federal Power Commission, since the Commission’s jurisdiction 
does not encompass control over the rate at which natural gas is sold for con- 
sumption by the purchaser. The price at which National Petro-Chemicals Cor- 
poration would purchase extracted hydrocarbons or natural-gas components, 
measured as set forth in the aforementioned memorandum, would not be fixed or 
prescribed by Commission regulation, since the commodity sold would not con- 
stitute “natural gas” within the meaning of the definition of that term in Section 
2 (5) of the Act. 


On August 13, 1953, the examiner who presided at the hearing on 
the application for the authority for the construction and operation 
of the necessary jurisdictional facilities to transmit natural gas 
through the plant, issued his decision, wherein he said: 


The project, viewed in its entirety, is one for the sale, while in the gas stream, 
of ethane and the hydrocarbon gases heavier than ethane in Panhandle’s 
natural gas. Such sale is not a sale of natural gas. It is an extraction of 
hydrocarbons from natural gas that is permissible under Panhandle’s gas tariff; 
provided, however, the heating value of gas for resale is not reduced below 950 
Btu per cubic foot. 

* ok * * * * * 

* * * As has already been noted, the commodity proposed to be sold to Petro- 
Chemicals is not natural gas as defined in the Act, and is therefore not subject 
to Commission jurisdiction. 

a * * a a * * 

(5) The proposed sale of ethane and the hydrocarbon gases heavier than 
ethane while in the gas stream is not a sale of natural gas as defined in the Act, 
and is therefore not subject to the jurisdiction of the Commission. 

* * ok * ed * ~~ 

(7) The 34-inch service line constructed by Petro-Chemicals, the valve and 
connection which Panhandle has installed between its main Line 200 and the 
84-inch service line, as well as Meters “A” and “B” installed by Panhandle on 
such service line as it leads to and comes from the extraction plant, the func- 
tions of all of which facilities are to provide and measure a stream of natural 
gas from which ethane and the heavier hydrocarbon gases are to be extracted, 
are facilities that are wholly incidental to the extraction plant and process and 
are not facilities for the transportation, or the sale for resale, of natural gas 
in interstate commerce subject to the jurisdiction of the Commission. 


The Commission affirmed the examiner’s order on October 23, 1953. 

It is apparent that what has been said of the Petro extraction 
operations is equally applicable to the liquefied petroleum gas extrac- 
tions above described. 

The staff has recommended a change in Panhandle’s present tariff 
which would reduce the range of tolerance for variation in heating 
value of the gas delivered by Panhandle from a lower limit of 975 Btu 
per cubic foot and upper limit of 1025 Btu per cubic foot, to a lower 
limit of 995 Btu per cubic foot and upper limit of 1005 Btu per cubic 
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foot. Such proposal was based on a reduction in average Btu of the 
Panhandle gas delivered to its customers resulting from the sale of 
heavier hydrocarbons to the plant of National Petro-Chemicals 
Corporation in Tuscola, Illinois. 

Evidence relating to the change in tariff was excluded by the 
examiner on the ground that the issues in these proceedings had been 
limited by reason of our June 13, 1951 order accompanying Opinion 
No. 214 solely to a determination of the just and reasonable dollar- 
and-cents rates to be inserted in the blank spaces of the form of tariff 
approved by that order. In view of the examiner’s ruling, Panhandle 
did not cross-examine the staff witness on this matter or present 
evidence with reference to the proposed tariff change. 

It is our opinion that consideration of the quality and conditions 
of service rendered is an inseparable component of the determination 
of the just and reasonable rates to be charged. We therefore in our 
September 5, 1951 order suspending Panhandle’s rates provided for 
an examination of such rates in the light of these factors. 

Since, however, the hydrocarbon sales to Petro did not commence 
until after the test year, the record as it is before us now does not 
permit a determination of those expenses attributable to the Petro 
delivery, a knowledge of which is necessary before we could give an 
adequate consideration of the reasonableness of Panhandle’s rates in 
view of the reduction in average heating value of its natural gas 
deliveries from 1000 Btu to 978 Btu occasioned by the commencement 
of the sale of heavier hydrocarbons. 

Hence, we shall not consider this matter in the instant proceedings, 
but will await a future time in which evidence of the operations of 
the Petrol plant shall be available to permit us to give full attention 
to the effect of such operations on Panhandle’e deliveries of gas. 


ACCELERATED AMORTIZATION 


At issue in these proceedings also is the amount of Federal income 
taxes which should be allowed in Panhandle’s cost of service. 

Certificates of Necessity Nos. TA-1983, TA-16503, TA-16681 and 
TA-18553, covering $41,680,735 of net qualified facilities, $10,563,609 
of which have been certified for accelerated amortization, have been 
issued to Panhandle pursuant to Section 124A of the Internal Revenue 
Code. 

The City of Detroit, County of Wayne and the Staff contend that 
only the amount of taxes actually paid by Panhandle should be 
allowed in the cost of service and that the temporary tax savings 
accruing to Panhandle by virtue of accelerated amortization should 
be passed on to Panhandle’s customers, Panhandle, on the other hand, 
contends that accelerated amortization does not create any tax savings 
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but is merely a deferment of taxes. Further it contends that its nor- 
malized taxes should be allowed in its cost of service and that the 
amount of taxes not paid during the five year period of accelerated 
amortization should be set aside in a reserve for the payment of such 
deferred Federal income taxes. 

Certificates for accelerated amortization are authorized by Section 
124A of the Internal Revenue Code, as carried in Section 218 of the 
Revenue Act of 1950. The policy decision to allow accelerated amor- 
tization and the resulting tax savings, therefore, was a policy decision 
of Congress. Likewise, the decision to grant certificates to Panhandle 
was made by the Office of Defense Mobilization. The Commission 
consequently is given no discretion either to ignore the certificates 
granted to Panhandle or to deprive Panhandle of the tax savings 
authorized by Congress. 

In carrying out our responsibility under the Natural Gas Act in 
this and other rate cases we are duty bound to allow Panhandle and 
the other regulated companies a fair return, and no more, and this we 
propose to do in the present instance. While we have stated in Opinion 
No. 264, Docket No. R-126, issued December 4, 1953, the general prin- 
ciples which we believe should govern in order to give proper recogni- 
tion to the accelerated amortization and tax savings allowed by Con- 
gress, we have given particular attention to this problem as applied 
to the Panhandle’s filing of increased rates. 

We do not regard Section 124A of the Internal Revenue Code as 
authorizing us to reduce the rates of Panhandle by whatever tem- 
porary tax savings it has secured or may secure pursuant to that 
section, because Congress offered those tax savings as an inducement 
for an investment in properties which were regarded as essential for 
national defense purposes. Any inducement to invest in those facilities 
would be entirely lacking if the tax savings were passed on directly 
to the customers of a company operating certified facilities. There- 
fore, we find with respect to the certified emergency facilities of 
$10,563,609 that Panhandle should be allowed to include in its cost 
of service the amount of its Federal income taxes computed on the 
basis of the depreciation reduction related to the service life of the 
facilities being depreciated. 

For Federal tax purposes, Panhandle is permitted to make a higher 
depreciation charge (called accelerated amortization) for five years, 
to the extent of the amount covered by certificates. At the end of the 
five-year period, Panhandle will have completely used up its deprecia- 
tion allowance to the extent authorized by the certificate, and there- 
after can make no depreciation deductions on that portion of the 
property for tax purposes. 
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The amount of any tax saving realized by Panhandle under the 


certificates granted pursuant to Section 124A will not be the amount 
of the annual depreciation charge during the five-year period, but will 
be the difference between what taxes it would otherwise have been 
required to pay without accelerated amortization and the taxes 
actually paid. We have computed the tax payments which would have 
been required without the accelerated amortization which Panhandle 
is permitted, and for the purposes of the rate schedules under study 
have considered that Panhandle will be allowed as operating expenses 
such normalized taxes. This does not allow Panhandle for rate pur- 
poses more than a fair return over the long period, but does recognize 


the grant by Congress of certain temporary tax savings under Sec- 


tion 124A. 


It is equally clear that Congress did not intend by Section 124A 
to provide a fund which could be diverted by Panhandle to the pay- 
ments of dividends to its shareholders. Since the possession of a cer- 


tificate of necessity is essentially a deferment of tax liability, the 
accruals for taxes in excess of those actually paid should logically be 


treated by Panhandle, not as free and unrestricted income, but ear- 
marked to provide for the future meeting of such liability. 


As we previously pointed out in Opinion No. 264, the customers of 
Panhandle will not be called upon by reason of the accelerated amorti- 
zation provision to do anything different than what they would be 
called upon to do without that provision. They will pay the same 


rates; no more, no less. They neither lend nor give their money to 
Panhandle. It is the other two parties to the transaction who change 
their position—the United States Government and Panhandle. The 


United States Treasury will not receive, in the five-year period, money 


which it otherwise would have received, and Panhandle will have the 
money which Congress does not require it to pay to the Treasury dur- 
ing that period. Thereafter, Panhandle must start paying the money 
back to the Treasury. No contribution is made by the customers. 


Accordingly, we find that Panhandle should charge in each year to 
a special account, numbered and entitled “Account 507-1, Provision 


for Deferred Federal 


Income Taxes,” to appear as a separate item 


in the income statement directly following Account 507, Income 
Taxes, an amount equal to the amount by which Federal taxes based 
on income for that year are diminished by reason for the accelerated 
amortization with concurrent credit to a special balance sheet account 
to be numbered and entitled “Account 258.1, Reserve for Deferred 
Federal Income Taxes,” to appear as a separate item in the balance 
sheet directly following Account 258, Other Reserves. 

In each year following the period of accelerated amortization until 


the end of the service life of the emergency facilities, or until the ex- 
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haustion of the Reserve for Deferred Federal Income Taxes, which- 
ever occurs earlier, Panhandle shall debit such reserve, with concur- 
rent credit to a special income account entitled “Account 507.2, 
Federal Income Taxes Deferred in Prior Years” in an amount equal 
to the increase in taxes for that year resulting from the fact that 
depreciation is no longer available as a deduction for Federal income 
tax purposes. 

As stated above (supra, p. 56), Trunkline’s rates are not in issue in 
this proceeding. Likewise, Trunkline’s depreciation rates and amorti- 
zation schedules, as affected by Section 124A of the Internal Revenue 
Code, are not before us. Of the $5,900,000 referred to in Commissioner 
Doty’s opinion, $2,120,000 is attributable to Panhandle, and $3,780,000 
is attributable to Trunkline. 

Since Panhandle’s Federal income taxes are deemed normal for rate 
making purposes, it fairly and logically follows that the working capi- 
tal available to Panhandle from income tax accruals should be com- 
puted on the same basis. This we do. We have found that 75% of 
the tax accruals are available as working capital. We have not found 
that 75% of the temporary tax savings are available for this purpose; 
nor have we charged any such amounts to the depreciation reserve and 
thereby reduced the rate base. 


CONSOLIDATED INCOME TAX RETURN 


It is contended by the staff that Panhandle should file a consoli- 
dated Federal income tax return with its subsidiary Trunkline for the 
reason that such filing would result in a tax saving through utili- 
zation of a net operating loss carry-over of Trunkline for the years 
1950 and 1951 aggregating $1,028,289. Panhandle owns 96.8 per cent 
of the outstanding common stock of Trunkline and, therefore, is en- 
titled, under Regulation 129, Section 23.12 of the Treasury Depart- 
ment, to file a consolidated return for it and Trunkline. 

Panhandle maintains that, while it could file a consolidated return 
it would only result in increasing Panhandle’s taxes since it must 
pay a 2 per cent penalty and under Section 24.31 (b) (3) of Regu- 
lation 129 it would not be able to apply the above-mentioned loss 
carry-over in reduction of its Federal income tax liability and hence 
its cost of service. 

Section 24.31 (b) (3) of Regulation 129 provides, in substance, that 
net operating losses sustained by a corporation in years when separate 
returns were filed cannot be included in the consolidated net operating 
loss deductions for the taxable year in an amount exceeding in the 
aggregate the net income of such corporation. Trunkline filed sepa- 
rate tax returns for 1950 and 1951; and under the above regulation it 
appears that such net operating loss carry-over could only be utilized 
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in a consolidated tax return filed by Panhandle to the extent of Trunk- 
line’s taxable net income. 

Assuming that Trunkline elects to utilize its Certificates of Neces- 
sity permitting the deduction of accelerated amortization for tax pur- 
poses, and this election seems reasonable in the light of our decision on 
that question for rate making purposes,5* Trunkline will have no 
taxable income for 1952 and consequently will pay no Federal income 
tax. Thus, it appears that the loss carry-over cannot be utilized by 
Panhandle in filing a consolidated return in 1952. Moreover, even if 
Trunkline has taxable income in subsequent years Panhandle would 
not be able to take advantage of the loss carry-over in a consolidated 
return except to the extent of Trunkline’s taxable net income. There- 
fore, no tax saving could accrue and in fact additional taxes would 
be payable under the penalty provision of the Revenue code. 

There yet remains the question of whether the net operating loss 
for tax purposes which Trunkline expected to experience in 1952 
would make it advisable for Panhandle to file a consolidated return 
for that year and pay the penalty. The estimated tax loss would 
amount to $198,708 and, if reported in a consolidated return, would 
produce a tax saving at the 54 per cent rate of $233,265. The 2 per cent 
penalty for filing a consolidated return on the basis of the cost of 
service which we have determined herein amounts to $237,248; thus, 
no saving would accrue in Panhandle’s Federal income taxes through 
filing a consolidated return for 1952. While it appears that Trunk- 
line may have a continuing deficit taxwise during the 5-year amortiza- 
tion period and that such deficit may be large enough in 1953 and 
later years to warrant Panhandle filing a consolidated return for 1952 
and paying the requisite penalty, nevertheless the proposition is so 
speculative that we do not believe we would be justified in consider- 
ing such possible tax saving in the cost of service. The record does not 
contain data showing the extent to which Panhandle’s taxes for the 
reasonable future will be lessened if a consolidated return were filed. 
Moreover, if separate returns are filed by Trunkline and Panhandle, 
it will be possible for Trunkline to utilize most, if not all, of the oper- 
ating loss carry-over accumulated during the amortization period 
after such period has ended because of the loss carry-over provision of 
the Revenue Code. In that event, under Trunkline’s cost of service 
rate tariff, Panhandle will receive at that time, through a reduction 
in its cost of gas, the benefit of such operating loss carry-over. 

For these reasons we must reject the proposition that the cost of 
service of Panhandle should be determined on the basis of its filing 
a consolidated tax return. 


* Opinion No. 264, issued December 4, 1953, 12 F. P. C. 369. 
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VOLUME OF SALES 


Panhandle has contended that the annual main-line sales to be used 
in the computation of its cost of service should be 292,551,203 Mcf, a 
figure equivalent to average day sales of approximately 800,000 Mcf 
per day for a 365 day year. We believe, however, the evidence is that a 
representative figure for Panhandle’s average sales is at least its 
designed capacity of 850,000 Mcf per day. Considering that the test 
year expenses were accrued during 1952, a leap year, an 850,000 Mcf 
per day average results in an annual volume for the purpose of com- 
puting Panhandle’s rates in this proceeding of 311,100,000 Mef. 

In determining Panhandle’s representative sales volumes we first 
examined its ability to deliver an average volume of gas equivalent 
to its designed capacity and then the availability of a market for 
such gas. There is no evidence that Panhandle cannot deliver on an 
average its design capacity. To the contrary, the evidence is that 
Panhandle delivered an average of 890,000 Mcf per day for at least 
a three-month period during 1952. This delivery of an 890,000 Mef 
per day average during the winter period would permit a cutback of 
sales in the summer, during which time necessary maintenance of 
pipe-line facilities could be performed and still allow for overall 
average sales of 850,000 Mcf per day. As further evidence of Pan- 
handle’s ability to average 850,000 Mcf per day in deliveries, we take 
official notice of Panhandle’s presentation in the proceedings in Docket 
No. G-2047, et al., to the effect that Panhandle has available for sale 
an average of more than 850,000 Mcf per day. This evidence was first 
taken into consideration by us in affirming the examiner’s decisions in 
Docket Nos. G-1767 and G-2047 of those consolidated proceedings. 

On the question of whether Panhandle’s available market approxi- 
mates its figure of 292,551,203 Mcf or the 311,100,000 Mcf volume, 
there was much discussion in staff and Panhandle briefs as to the 
weight to be given 1952 sales because such sales were subnormal or 
because lesser volumes of so-called “excess” gas will be sold to Ohio 
Fuel Gas Company and East Ohio Gas Company in the future. We do 
not believe that the evidence on these points is sufficiently conclusive 
to permit an evaluation of the volumetric effect of these factors on 
Panhandle’s sales. In determining the 311,100,000 Mcf volume to be 
representative we have given consideration to Panhandle’s actual test 
year sales of 296,546,577 Mcf.*° 

We find, however, that this volume does not include sales to National 
Petro-Chemicals Corporation which have commenced following our 
order issued October 23, 1953 affirming the examiner’s decision issued 
August 13, 1953 in Docket No. G-2047. Calculations of the annual 


% Panhandle’s sales to other utilities in 1953 were 282,533,000 Mcf compared with 
281,650,000 Mcf in 1952, 
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volume of these sales have been made from the examiner’s decision and 
would indicate that here alone is about 12,000,000 of the approxi- 
mately 14,500,000 Mcf difference between the actual test year deliveries 
and the 311,100,000 Mcf figure. A market for the remaining difference 
of 2,500,000 Mef, and in fact for up to 30,000,000 Mcef, is available as 
a result of the willingness of Michigan Consolidated Gas Company to 
take 100,000 Mcf per day for 300 days during the year on an inter- 
ruptible basis, as provided for in Panhandle’s interruptible rate 
schedules. 

Panhandle has argued that deliveries to Michigan Consolidated 
have been limited to 127,000 Mcf per day by us in our Opinion No. 218 
(1951) and by the Court of Appeals for the Third Circuit.55* This 
argument, however, ignores the fact that these decisions refer solely 
to deliveries of firm gas and have no applicability to interruptible 
sales. 

As a result of the use of the representative deliveries it is necessary 
to adjust upward those operating expenses which would increase with 
the increased deliveries of gas and we do so as hereinafter set forth 
(p. 102). 

Annual provision for depreciation and amortization——In comput- 
ing the annual provision for depreciation and amortization in the cost 
of service, Panhandle used a rate of 4% of Gross Plant. This rate 
was predicated in the main upon an assumed exhaustion of the gas 
reserves available to Panhandle from the West Panhandle and Hugo- 
ton gas fields within a period of 25 years (December 31, 1976). The 
Commission staff’s recommended depreciation rate of 3.22% 5° was 
likewise based upon the same assumed life of gas reserves. Before 
proceeding to a discussion of the differences in approach and methods 
which result in the differing rates, it appears appropriate to set out 
certain historical facts concerning Panhandle’s depreciation practices. 

Previously we had occasion to review Panhandle’s depreciation 
practices in the City of Detroit v. Panhandle Eastern Pipe Line Com- 
pany (3 F.P.C. 273, 281 (1942)). In that proceeding, wherein Pan- 
handle’s rates were reduced, we accepted the recommendations of both 
our Staff and of Panhandle that for the purpose of determining such 
rates the annual depreciation allowance and the accrued depreciation 
as booked be used. We also observed that Panhandle had followed a 
consistent accounting method in recording accrued and annual 
depreciation. 

It is not disputed that, although Panhandle’s depreciation practices 
in the years following our prior decision have not been based upon the 


%a Michigan Consolidated Gas Co. v. Federal Power Commission, 203 F. 2d 895 (1953) 
and Panhandle Eastern Pipe Line Co. v. Federal Power Commission, 204 F. 2d 925 (1953). 


The staff rates do not include an allowance for depletion which was the subject of 
& separate computation. 
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application of specific rates of depreciation for each Plant Account, 
nevertheless the annual provisions for depreciation and amortization 
have resulted, at least through the year 1951, in the accumulation of a 
balance in the depreciation reserve which is deemed adequate and 
reasonable. The dispute with which we are here concerned involves 
the annual allowance for the test year 1952. 

It appears from the testimony that each year the Secretary-Comp- 
troller of the Company recommends to the Board of Directors a lump 
sum amount to be provided for depreciation, depletion and amortiza- 
tion. The amount approved by the Directors is then distributed by 
the company’s Accounting Department to subdivisions of the reserve 
in the books of accounts and that further segregation of such sub- 
divisions are maintained in memorandum records. By relating the 
provision for depreciation as segregated in the above-described man- 
ner to the Gas Plant balance, the following composite rates of depre- 
ciation for the years 1941-1951 are derived. 





Yearly To end-of- Yearly To end-of- 
| percent | year, res | percent year, 
| percent } percent 





2. 972 | 
2. 867 | 
2. 851 
2. 853 
2. 838 
3. 224 


PeNynTp 
5-3 =) 
Be 
co 


It is clear from the record that the company’s depletion, depre- 
ciation and amortization provision estimated for 1952 57 and the 4% 
rate were developed by spreading the net cost of the property existing 
at December 31, 1951, plus the estimated cost of property required 
to maintain the existing capacity, over the 25-year period commenc- 
ing in 1952 and ending with 1976. 

In 1951 the annual provision for depletion, depreciation and 
amortization approved by the Board of Directors was $6,500,000, 
which sum is comparable to the amount of $8,336,100 claimed for 1952. 
The testimony shows that the provision for 1951 was determined on 
the same basis as prior years. The record contains no convincing ex- 
planation by Panhandle’s witness for the recommended 28.2% increase 
in the provision for 1952. The net increase in total Gas Plant during 
the year 1952 amounted to $9,629,213 (Exh. 554, Schedule A-2-R). 
Thus, the increase in Plant could account for only a small fraction of 
the recommended increase in the provision. 

There was some reference made to the fact that Panhandle’s gas 
purchase contracts with Trunkline are for a period of only 20 years 


* Originally $8,120,000 (Exh. 467) and revised to $8,336,000 (Ex. 531) of which 
$8,300,000 was related to depreciation. 
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and that Trunkline gas purchase contracts with its suppliers are 
likewise for a period of 20 years. These facts are said to have in- 
fluenced the determination by Panhandle that its depreciation and 
amortization rate for 1952 should be 4% inasmuch as the facilities 
installed by Panhandle to market the Trunkline gas would have a 
shorter useful life than its other facilities. The record shows that 
Panhandle owns 96.8% of the common stock of Trunkline. It also 
shows that the depreciation rate used by Trunkline is 314% on a 
straight line basis which indicates a service life of 28.6 years from 
January 1952 or approximately 4 years beyond the estimated ex- 
haustion date of the Panhandle and Hugoton gas reserves held by 
Panhandle. 

The composite depreciation and amortization rate recommended by 
the Commission’s staff of 3.22% is based on the application of the 
service-life principle. The staff’s investigation included a study of 
additions and retirements by years for each Plant Account, an 
analysis of the cause of retirements, a study of Panhandle’s experi- 
enced salvage of retired material and physical inspection of the 
property. Based on these studies the staff developed depreciation 
or amortization rates as appropriate for each specific Plant Account. 


; The rates as developed by the staff are based on three factors: (1) the 
; annual provision necessary to recover the existing Plant investment 
; over the remaining life of the property; (2) the annual provision 
. necessary to recover the net cost of future retirement losses occurring 
\- during the remaining life of the property; and (3) the estimated 
0 amount of recoverable residual net salvage assumed upon the scrap- 
g ping of the Panhandle system in 1976. 
d Following the staff’s presentation of evidence, Panhandle em- 
2 ployed outside consulting engineers to determine whether the annual 
provision for depreciation as recommended by the staff was adequate 
d and reasonable. Panhandle also employed scrap metal dealers to make 
0, a study of the salvage value of the Panhandle system at the end of the 
2. assumed life in 1976. These studies and determinations were placed 
yn in evidence and the discussion which follows concerning Panhandle’s 
X- depreciation claims relate thereto. 
se With respect to the first of the above factors used by the staff, there 
ig is agreement between Panhandle’s witness and the staff that a com- 
). posite depreciation and amortization rate of 3.07% if applied to Pan- 
of handle’s investment in property would amortize the cost of such prop- 
erty over its estimated remaining life. As to the second and third 
as factors, substantial differences exist as to the appropriate allowances. 
irs The future annual retirement loss, as determined by the staff, 
amounts to $859,903, equal to .42% of the cost of the property. The 
ich annual allowance computed by Panhandle’s witness is $2,044,843, 
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which is equal to 1.01% of the cost of depreciable property. The staff's 
percentage reflects the experience of Panhandle in retiring and re- 
placing property during its 20-year operating history. The staff 
maintains that the same rate of retirement loss will be appropriate 
in the future as was experienced in the past. Panhandle’s percentage 
is based upon prognostications of future volumes of retirements and 
their relationship to existing Plant at levels substantially higher 
than experienced in the past. These prognostications are derived 
chiefly from mortality curves, such curves having been selected by fit- 
ting, through the “cut and try” process, certain Iowa life curves*®* to 
the historical retirement data of Panhandle for two Plant Accounts 
(Account 353, Mains, and Account 354-1 Compressor Station Equip- 
ment). 

From these life curves there were then developed retirement ratio 
curves which reflect the ratio of the retirements to the balance in each 
yearly Plant addition over the service life of Mains and Compressor 
Station Equipment. These curves indicate that as the property be- 
comes older the retirement ratios increase. Indeed it is said that such 
phenomenon is in line with all experience on the subject. Using the 
retirement ratios thus determined, the estimated annual retirements 
were calculated for the years 1953-1975 inclusive for the two Accounts. 
From the estimated amounts thus calculated, the annual provision to 
take care of such retirement losses was determined. By the applica- 
tion of judgment, retirement losses were also estimated for the 
other Plant Accounts. 

In summary, the amount of retirements estimated for the period 
1953 to 1976 was $71,128,616 as compared with the retirements deter- 
mined by the staff of $30,329,601. It is from these amounts, decreased 
by net salvage, that the foregoing mentioned ratios of 1.01% and 
42% were determined. 

It is quite evident that the staff and company witness agreed to the 
same retirement loss experienced in percent of retirements but dis- 
agreed on the amount of retirements that would occur over the period 
1953 to 1976. Therefore, the entire cause for the difference between 
company’s $2,044,843 and staff’s $859,903 retirement loss is due to the 
difference between company’s $71,128,619 estimated retirements and 
staff’s estimate of $30,329,601. 

We question whether it is possible to forecast accurately future 
retirements on the Panhandle system through the use of mortality 
curves where the retirement data relied upon bears little relationship 
to anticipated future events. 


'8 Towa life curves are based upon studies conducted at the Iowa Engineering Expert- 
ment Station of Iowa State College. 
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It is clear from the testimony and exhibits that during Panhandle’s 
operating history, the great bulk of the retirements were of a func- 
tional nature due to its almost continuous large-scale expansion. The 
evidence shows that 94.4 per cent of the experienced retirements 
from Account 353, Mains, of property installed in 1931 were of a func- 
tional nature. With respect to Compressor Station Equipment, Ac- 
count 354-1, 63.5 per cent of the retirements of the 1931 property was 
due to functional causes. Similar conditions exist with respect to re- 
tirements of 1937 property from these two accounts. This condition 
is undisputed and unchallenged in the record. 

The depreciation rates of the staff and of the company’s witness 
were predicated upon the assumption that the economic life of the 
Panhandle system will end in 1976 and no expansion of capacity will 
take place in the interim. While we have grave doubt that this will be 
the case, nevertheless, we accept the assumption for the purpose of 
determining depreciation rates for this particular proceeding. Under 
this assumption, the cause of retirements in the future will not be 
rooted, as they have in the past, in expansion of plant to serve in- 
creased market requirements but rather they are anticipated to relate 
more to physical causes. 

The retirement so far experienced by Panhandle represents a rather 
small portion of the cost of installed plant. For example, it appears 
that 94.4 per cent of the property in Account 353, Mains,®® installed in 
1931 is still surviving. Thus, the future retirements of this property 
are predicated on the basis of a very small percentage of the total 
experienced retirements. This is far short of the minimum 20 per cent 
experience data which the author of the Iowa curves, Mr. Robley 
Winfrey, indicates is necessary to obtain reliable results. The author 
makes this clear in one of his treatises on the subject ® where he 
states, “Small numbers of units observed, a high percentage of un- 
usual retirements, and spasmodic observations and retirements will 
produce an unreliable survivor curve.” According to the data in his 
report,®! curves based upon retirement experience of as little as 10 
per cent of the property have been found to be in error as much as 123 
per cent when later experience became available. 

In the witness’ original presentation, a composite depreciation rate 
of 4.07 per cent was proposed. Later, a lower rate of 3.81 per cent 
was presented, based upon a revision downward of the original depre- 
ciation rate for Account 354-1, Compressor Station Equipment, from 
5.84 per cent to 4.45 per cent. The revision was based upon historical 
retirement data covering a 5-year band of years, 1948-1952. We be- 


* The balance in Account 353, Mains, as of December 31, 1951, includes 96.9% of the 
total gross additions to this account. 

* Bulletin No. 125, lowa Experiment Station (1935), p. 86. 

* Ibid, pages 86, 92. 
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lieve this revision illustrates the inherent difficulties confronting the 
witness in forecasting future retirements for the Panhandle system 
under his method where substantial changes in the over-all rate 
results from a recomputation for one Plant Account. It is quite 
obvious that the pattern of retirements during the 20-year historical 
period when Panhandle was engaged in a large expansion program 
will not be repeated in the future under the hypothesis of a con- 
templated static operation. It is, therefore, evident that the witness’ 
estimate of future retirements, which did not take into consideration 
the anticipated decrease in retirements for functional causes, must 
inevitably produce estimated retirements for the remaining life of the 
property far in excess of those which may reasonably be expected. 

The staff estimate of future requirements is based on a straight- 
line projection of the company’s past experience. Admittedly, it pro- 
jects into the future the large scale retirements in the past which were 
due to functional causes and thus is subject to the same infirmity in- 
herent in the company’s witness projection, but to a much smaller 
degree. On the other hand, it is reasonable to believe that the retire- 
ments for physical causes will increase as the property becomes older 
and that some retirements will occur for functional causes not related 
to expansion. Considering all of these factors, and recognizing that 
depreciation rates are subject to review and to adjustment in the 
future when found necessary, we accept for the purpose of this pro- 
ceeding the staff estimate of the retirements to be experienced for the 
future period and the resulting rate of .42 per cent as an appropriate 
provision for future retirement losses. 

We now come to a consideration of the controversy with respect to 
residual net salvage. The two witnesses for the company estimated 
that on December 31, 1976 when the Panhandle system was presumed 
to reach the end of its economic life, the residual net salvage would 
amount to $1,208,948 and $1,153,000 respectively. The staff estimate 
was $29,643,663. The estimate of the company witnesses was based 
upon their opinion that only 15,000 tons out of a total of 780,000 tons 
of pipe could be sold, because the cost of removal would exceed the 
resale value as scrap and no market would be available for such a huge 
tonnage of second-hand large diameter pipe. The staff estimate was 
based upon Panhandle’s past experience in salvaging removed mate- 
rials. While such experience applied to the plant estimated to be exist- 
ing on December 31, 1976 produced estimated salvage of $29,643,663, 
the staff depreciation rates took into consideration net salvage of only 
$13,735,286. 

It appears that the large bulk of the salvage realized from retire- 
ments of property by Panhandle was due to the reuse of much of the 
salvaged material in its plant where, under our Uniform System of 
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Accounts, 100 per cent of the original cost is credited as the salvage 
value. Only a small proportion of the recoverable materials has been 
sold by Panhandle as second-hand pipe or equipment or as scrap metal. 

If the assumption as to the economic life of the Panhandle system 
proves to be correct, Panhandle will be faced in 1976 with the dis- 
position by sale or otherwise of its pipe-line system. It is inconceiv- 
able that there will not be some residual salvage at that time, but it is 
utterly impossible for anyone to predict the price of second-hand 
pipe, scrap metal, removal and reconditioning costs and the many 
other factors that would enter into management decisions in 1976. 
For these reasons we believe that, for the purpose of the determina- 
tion of depreciation rates in this proceeding, such rates should be 
computed on the basis of zero residual net salvage. 

We have previously expressed our doubt that Panhandle will com- 
pletely abandon service upon exhaustion of the Panhandle Hugoton 
gas supply now estimated to occur in 1976. The very nature of depre- 
ciation rate determinations makes it necessary to revise such rates 
from time to time as experience brings to the attention of management 
factors which must be considered in order to assure the recovery of 
the investment over its useful life. When depreciation rates are found 
to be inadequate they should be raised; and conversely if they are ex- 
cessive in the light of current knowledge they should be adjusted 
downward. Thus, as the future unfolds, changes in the depreciation 
rates herein determined may prove necessary. Indeed, we have on 
previous occasions found it necessary to adjust depreciation rates 
when they appeared at war with reality.® 

We have determined appropriate depreciation rates for Panhandle’s 
entire property and these rates will produce a composite deprecia- 








| tion rate of 3.492 per cent. The details appear in Table 1 of Appen- 
| dix No. I hereof. The composite depreciation rate applicable to the 
depreciable property which we have included in the rate base is 
l 3.46 per cent. The details of the computation are set forth in Table 7 
3 of Appendix I. 

2 WORKING CAPITAL ALLOWANCE 

7 Allowance for Panhandle——Panhandle contends that the working 
: capital allowance which should be included in its rate base is 
: $5,700,000,°* whereas the Staff contends that Panhandle’s working 
. capital allowance should be $4,861,948. 

‘ Our conventional method of computing working capital, to which 
: the Staff has adhered in this proceeding, has been to allow one-eighth 
_ of cash operating expenses, exclusive of purchased gas, plus average 
e : 


@ Godfrey L. Cabot, et al., 4 F. P. C., 174, 182-184 (Sept. 22, 1944). 
* Panhandle has assigned $4,450,000 of the sum to “Interstate operations”. 
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materials on hand and prepayments, minus 75 percent of Federal 
income tax accruals. Our method was approved by the courts.®* 

Panhandle would have us depart from this method and substitute 
therefor what it calls the investment approach. Panhandle has com- 
puted its working capital allowance as follows: 


Detail of net working assets provided by investors 


[Thousands omitted] 


Average for the twelve 
months ended 


July 31, | Aug. 31 


, | Sept. 30, 
1952 | 1952 | 


1952 


Gross working capital investment: 
Current and accrued assets (including miscellaneous debts): | 
Se pdethinnheaihla ascii 


Accounts receivable 9, 578 
Deduct: | | 
451 
, 147 | 
ee 980 | 
SE itis 5500s chad adiewcbanendinbhaubanbabae | 4, 415 | , 470 | 
a eon wail 326 319 | 
277 | 262 | 
21, 272 


22, 478 


Less working capital provided by others: 


reserves): | 

Accounts payable 3, 958 | 3, 814 | 3, 670 

Dividends declared 933 | 934 | 934 
Taxes accrued: | | 

Federal income | 6, 739 | 7, 220 7, 765 

Less other reserves (taxes) (475) (524) (573) 


Current and accrued liabilities (including miscellaneous credits and 
} 
| 


| 


Federal income ‘i | 7,214 7, 744 8, 338 


ea ee ae ie RE a eeailiient poi aeoniadeore lle ales | 1, 186 | 1,214 


1,040 | 1, 039 | 

Sam 633 | 639 | 

Miscellaneous deferred credits _-.........-.- 593 | 687 
i ksaciisncscdsddsdcwdacsnctgepasaens silica insists pi i 15, 557 | 16, 071 | 


Net working assets provided by investors. -..-...........-.-.-......-.....-- | 5, 715 | 5, 693 


As may be seen from the above computation, “Net Working Assets 
Provided by Investors” is derived by subtracting the liabilities or 
credits on the balance sheet from the assets or debits thereon. Hence, 
it is apparent that the investment method is closely akin to the balance 
sheet method which was rejected by us in the Northern case, supra, 
and in Cities Service Gas Company, 3 F.P.C. 459, affirmed 155 F. 2d 
694; certiorari denied, 329 U.S. 773, and by the Supreme Court of 
Pennsylvania recently in City of Pittsburgh v. Pennsylvania Public 
Utilities Commission, 88 A. 2d 59 (1952). 

Accordingly, we reject Panhandle’s claimed working capital allow- 


a Alabama-Tennessece Natural Gas Co. v. F. P. C., 203 F. 2d 494; and Northern 
Natural Gas Co. v. F. P. C., 206 F. 2d 690; certiorari denied, 346 U. S. 922. 
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ance and determine as hereinafter set forth, p. 101, the working capital 
requirements of Panhandle in accordance with our usual practice. 

Allowance for Trunkline—Panhandle contends that $1,323,160 is 
the proper working capital allowance for Trunkline and that no 
Federal income tax accruals should be deducted from such amount 
because the question of whether or not such tax accruals should be 
deducted like that of Trunkline’s rates, is not at issue in these 
proceedings. 

We concur in Panhandle’s contention and accordingly find that 
Trunkline’s working capital allowance is $1,323,160. 





























RATE OF RETURN 





The rate of return claimed by Panhandle is at least 614 per cent, 
whereas the City of Detroit and staff contend that a rate of return 
of 51% per cent is fair, reasonable, and proper based upon the record 
in this proceeding. We have in this record abundant evidence on the 
matter of rate of return including yields on bonds of public utilities, 
railroads, industrials, as well as treasury bonds, data on public offer- 
ings of natural gas bonds, preferred and common stocks, earnings 
price ratios of natural gas and electric common stocks, natural gas 
capitalization ratios, together with detailed information on the out- 
standing securities and earnings of Panhandle. 


The latest data of record shows the capitalization of Panhandle 
at December 31, 1951 as follows 


































Debt: 
1.50 Percent-2.50 Percent Service Debentures due 
Eg eee Date eerie cae 

3.25 Percent Debentures due August 1, 1973______- 
2.75 Percent Service Debentures due June 1, 1953-62_ 
2.75 Percent Debentures due June 1, 1975____._-_-_- 
3.25 Percent Debentures due June 1, 1971__- 


Percent 


$40, 000, 000 
30, 000, 000 
15, 000, 000 
20, 000, 000 

eee 20, 000, 000 


125, 000, 000 «65.7 
































Total debt 











Preferred Stock: 
4 Percent Cumulative, $100 par, 132,625 shares_ - __ 38, 282, 500 





“I 
So 











Common equity: 
Common stock, no par, 3,240,000 shares______-___- 20, 250, 000 
PeRP Noss cca Saksncnataedeasa ee 294, 000 
NIE WINN 2 5 ccs ne 2 ee ee 31, 440, 000 


"i 984, 000 27.3 

















ee ee ee a 





OUR CRRIROUIORE 5 5. Sh ni tei eee 190, 246, 500 100. 0 









Panhandle contends that its debt should be accorded a rate of 
4.25 per cent, which represents the estimated cost to Panhandle to 
issue additional debt under current market conditions. Furthermore, 
Panhandle contends that it has “spent $7,777,786 in debt discount, 
expense and call premiums in connection with funding and refunding 
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operations” and that, if historical cost of debt capital is to be adopted 
as the fair rate of return on debt capital, those expenditures must be 
included. 

In regard to expenses associated with retired issues we reiterate 
what we said in Opinion No. 258, United Fuel Gas Company, “it is 
our opinion that the cost of getting rid of uneconomic debt is little 
different from expenses resulting from unexpected disasters, fires, 
hurricanes, transmission line breaks, or technological displacements 
such as the substitution of natural for manufactured gas in a utility’s 
distribution system. Such occurrences are among the risks inherent 
in the junior or equity stock position and they are properly charge- 
able against surplus as of the time they occur.” ®° Our attitude in 
this matter would be no different if the situation had been the reverse, 
i.€., Where the company had made an unusual profit such as the dis- 
position of an asset at a price exceeding the depreciated book value. 
Additionally, the charge-off to surplus of unamortized debt discount, 
expense and call premiums stated at some $7,777,786 has worked no 
hardship on the stockholders of Panhandle, as is evidenced by the 
fact that the book value of the common stock through retained earn- 
ings alone has increased from $8.85 per share in 1942 to $16.04 in 
1951, during which period cash** dividends on the common stock 


totalled $12.76, representing a return in cash during this eleven-year 
period of over 144 per cent of the 1942 investment. 

The weighted average cost of the outstanding debt is 2.90 per cent ® 
excluding the unamortized discount, expense, and call premiums 
associated with retired issues. 

In July 1945 Panhandle issued and sold 140,000 shares of 4 per cent 
cumulative preferred stock at a price to the public of $104 per share, 


6b Opinion No. 258 (1953), 12 F. P. C. 251. 
*%In 1949 Panhandle also distributed to its stockholders, for each share held, one- 


half share of Hugoton Production Company, which is currently selling around $40 
per share. 


® Weighted average cost of the outstanding debt: 





| | 

| Amount | Iw 

Amount | outstand-| Price to a Cost to 

issued | ing June | purchaser company | Company 
1,1952 | = 


Date issued 


| 
1.60 percent-2.50 percent Thou- Thou- Thou- Thou- 

serial debentures due sand | sand sand sand Percent 

May 1, 1950-71 ‘ April 1946 $50,000 | $38,000 | $50,056 | $49, 506 2 
3% percent debentures due | | | 

Aug. 1, 1973 Dec. 1948 30, 000 30, 000 30, 253 29, 894 3. 31 
234 percent serial deben- | | 

tures due June 1, 1953-62_..| July 1950_.._.._- 15,000 | 15,000 15, 338 15, 228 2. 52 
234 percent debentures due | 

June 1, 1975 .| July 1950 20, 000 20, 000 19, 822 19, 618 2.9 
344 percent debentures due | | 

June 1, 1971 | June 1951........ 20, 000 19,800 | 19, 658 | 3.42 


Amount outstanding June 
123, 000 | 
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with net proceeds to Panhandle of $101.38, representing a cost of 
preferred stock capital after allowance for call premiums of 4.02 
per cent. 

We find that the present cost of the company’s outstanding long- 
term debt of 2.90 per cent and its cost of 4.02 per cent on the preferred 
stock are proper measures of the cost of borrowed money and of pre- 
ferred stock funds in bearing upon a fair rate of return for Panhandle 
in this case. This conclusion takes cognizance of current market 
conditions. Panhandle’s outstanding debentures sold publicly are 
rated “A” by Moody’s Services. At the time of the most recent issue 
of debentures by Panhandle which were placed privately in June 
1951, Moody’s Public Utility Bonds Rated “A” were yielding 3.21 
per cent; as of January 28, 1954, Moody’s Public Utility Bonds Rated 
“A” were yielding 3.27 per cent, or only .06 percentage points higher. 
(Moody’s Bond Survey 2/1/54). We also note that as of the end of 
1953, Panhandle’s 234 per cent debentures, due 1975, and the 314 
per cent debentures, due 1973, were selling to yield 3.12 per cent and 
3.20 per cent, respectively. (Standard’s & Poor’s Bond Guide, Janu- 
ary 1954). In view of the foregoing, we are confident that the rate 
of 4.25 per cent contended for by Panhandle on its over-all debt is 
grossly overstated. Furthermore, it seems likely that Panhandle 
could, if necessary, issue new debt securities under prevailing market 
conditions at a rate not appreciably higher than that on its issue of 
debentures in June 1951. 

The preferred stock currently has been selling to yield 4.1 per cent. 
(Standard & Poor’s Stock Guide, January 1954). There is no con- 
vincing evidence of record that Panhandle proposes to increase its 
outstanding debt and preferred stock. However, even if there were 
indications of future financing it would be futile to attempt to adjust 
accurately the actual cost of the outstanding debt and preferred stock 
by weighting in an assumed cost of additional debt and preferred 
capital under today’s market conditions unless the size of such issues 
were known. In any event reasonably sized issues of debt and pre- 
ferred at current rates would not appear likely to materially affect 
the actual cost of 2.90 per cent and 4.02 per cent. 

The staff’s recommended rate of return of 514 per cent would result 
in an allowance of 10.6 per cent ®* on common equity capital, or a net 
of approximately 10 per cent after reasonable allowance for the cost 
of financing. It is maintained that such rate is more than adequate 
and will permit Panhandle to attract equity capital on a reasonable 
basis. Panhandle contends that the fair rate of return on its common 
equity is not less than 12 per cent. This figure is based on computa- 
tions designed to measure, and to eliminate from the market price 





* Based on capitalization as of December 31, 1952. 
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that portion which is claimed to be attributable to the ownership of 
gas reserves. Panhandle contends that, by relating this residual 
market price to future earnings rather than past earnings, investors’ 
requirements can be readily measured. Exclusive use of future earn- 
ings rather than past earnings represents a digression from well- 
established methods heretofore employed by the Commission and 
would necessitate speculation on our part as to whether or not in- 
vestors accurately forecast future earnings. Furthermore, to accept 
Panhandle’s theory that investors in common stocks of natural gas 
companies would not pay over 125 per cent of book value irrespective 
of the magnitude of the earnings, past or future, is contrary to our 
experience and better judgment. 

The record shows that numerous electric utility common stocks 
have been selling well above 125 per cent of the book value where the 
earnings were sufficient to justify such a high market price. We see 
no reason for believing that investors in the common stocks of natural- 
gas companies would not do likewise. As a matter of fact, the record 
shows that the common stocks of four natural-gas companies without 
production facilities have been selling well above 125 per cent of the 
book value for several years.®7 

The monthly earnings-price ratios of eight natural-gas company 
common stocks,®* which, during the period January 1946 to July 1952, 
range from a low of 6 per cent in early 1952 to a high of 9.9 per cent 
in early 1948 and averaged 7.85 per cent, stood at 6.20 per cent in June 
1952. During the period 1946 through 1951 Panhandle’s earnings- 
price ratios which range from a high of 9.4 per cent for 1947 to a low 
of 5.9 per cent for 1951 averaged 7.9 per cent and stood at 4.6 per cent 
on June 30, 1952. As of that date the market price was $75, which 
represented over 414 times the book value of $16 per share. The 
monthly earnings-price ratios of three natural gas company unlisted 
common stocks®® for the years 1949 through April 1952 ranged from 
a low of 6% early in 1950 to a high of 10% in June 1951 averaged 
7.9% and stood at 7.1% in April 1952. We also note that the earnings- 
price ratios of the medial five of seven electric utilities, during the 
period January 1946 through July 1951, averaged 7.5%.7° The yields 


* East Tennessee Natural Gas Co., Texas Eastern Trans. Corp., Trans. Gas Pipe Line 
Corp, Texas Illinois Natural Gas P. L. Co. 

* Consolidated Gas Utilities Corp., El] Paso Natural Gas Co., Lone Star Gas Co., Miss. 
River Fuel Corp., Mountain Fuel Supply Co., Northern Natural Gas Co., Panhandle 
Eastern Pipe Line Co., Southern Natural Gas Co. These companies are the only com- 
panies reporting to the Commission where the common stock is publicly held and regu- 
larly traded on a recognized exchange. 

® Tennessee Gas Transmission Company, Texas Gas Transmission Corp., Texas East- 
ern Transmission Corp. 

7 Boston Edison Company, Commonwealth Edison Company, Consolidated Edison Com- 
pany of New York, Inc., Consolidated Gas, Electric Light & Power Co. of Baltimore, 


Detroit Edison Company, Pacific Gas & Electric Company and Southern California 
Edison Company. 








PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 99 


on the eight listed and three unlisted natural-gas stocks which paid 
dividends averaged 5.15%, which compares with 5.13% for Panhandle 
during the period 1946 through 1951. 

We are aware that speculation engendered by the ownership by 
certain natural gas companies of gas reserves has resulted in higher 
market prices for common stocks of such companies than would other- 
wise obtain. For that reason we believe that earnings-price ratios of 
such companies do not realistically measure the requirements of 
investors in natural gas common stocks, but we do not think an adjust- 
ment for this can be made mathematically. If the earnings-price 
‘atios of the companies owning substantial gas reserves were to be 
disregarded, the average of the earnings-price ratios of the remaining 
companies would not appreciably exceed 9%. 

We are impressed with the history of Panhandle, which was incor- 
porated in 1929 as the Interstate Pipeline Company. It is an inte- 
grated company engaged in the production, purchase, transmission, 
and sale of natural gas. It owns large gas reserves and has long-term 
gas purchase contracts with suppliers in the Hugoton and Panhandle 
gas fields. Its gas supply, including its supply from Trunkline is well 
assured. Its earnings record is enviable; from 1941 through 1951 
earnings on common stock have totalled $21.07 or an annual average 
of $2.10 per share. This represents on the book value of $8.85 as of 
February 1942, an average return for each year of 23.7%. 

The high regard with which investors value Panhandle’s securities 
is evidenced by the low cost at which the securities have been placed 
with investors. Its outstanding debentures in the amount of 
$121,625,000 *! have been sold at an average cost of less than 3% and 
the publicly held debentures are rated “A” by Moody’s Services. The 
last issue of debentures was placed privately in June 1951 at a cost of 
3.42%. This compared favorably with the rates on the issues of 
electric bonds during that month which were rated both “AA” and 
“A” by Moody’s Services. The preferred stock in the principal 
amount of $14,000,000 was issued in July 1945 at a cost of 4.02% 
which compares with an average of 3.99% on all electric preferred 
stocks issued during such year. The common stock has been selling 
at over four times the book value. There is no question but that 
Panhandle is in a strong position financially and can attract capital 
upon most favorable terms. Its risks haye been lessened by well- 
established markets in populous, industrial areas and through ade- 
quate provision for depreciation and depletion, which nonetheless 
permitted large profits. 

In the final analysis, the determination of a fair rate of return is 
a matter of informed judgment based upon our consideration of 


1 As of December 31, 1952. 






































































































































100 FEDERAL POWER COMMISSION 


numerous known and predictable elements dealt with in the evidence 
of record. In keeping with the foregoing we conclude that a rate of 
return of 534% is fair, reasonable and adequate for Panhandle in 
this proceeding. 

This rate of return after provisions for all taxes will service the 
outstanding debt and preferred stock and permit a return of 11.41% * 
on the common equity associated with the jurisdictional plant and 
business. This rate, which compares favorably with that allowed on 
the common equity of several other natural-gas companies in recent 
cases, in our opinion is here justified by the differences in capital 
structures. A rate of return of 534% is sufficiently high to take care 
of the shortcomings of earnings-price ratios affected by ownership of 
natural-gas reserves as well as contingencies. 


Cost or SERVICE 


RATE BASE 


Gas plant.—We find the total average Gas Plant of Panhandle for 
the test year 1952 to be $213,578,167 the details thereof being set forth 
on Table 2 of Appendix I hereof. 

Accrued depreciation, depletion and amortization.—The total re- 
serve balance for depreciation, depletion and amortization of Pan- 
handle as of January 1, 1952, is $50,091,846. To this balance we add 
the provision of $7,673,918 for the year 1952 calculated from the rates 
which we have heretofore found to be proper. (Supra, p. 93.) 
Deducting therefrom the retirement losses estimated to be experienced 
in the year 1952 of $923,840 results in a reserve balance as of 
December 31, 1952 of $56,841,824. Averaging the beginning and 
ending year balances produces an average for the year 1952 of 
$53,466,835. The details pertaining to this reserve balance are set 
forth on Tables 3 and 4 of Appendix I. 

Contributions in aid of construction—We find that the average 
Contributions in Aid of Construction which should be deducted in 
determining the rate base is $464,055. 


™2F, P. O. v. Hope Natural Gas Co., 320 U. 8S. 591, 601, 603 (1944); Bluefleld 
Water Works & Improvement Co. v. P. 8. C., 262 U. S. 679, 692-693 (1923). 
3 





*Proportional amount of capitalization at December 31, 1952, applicable to juris- 
dictional business. 
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Working capital—In accordance with our decision (supra, pp. 93, 
94) to adhere to our established method of determining the allowance 
for Working Capital, we find the proper allowance to be included in 
Panhandle’s rate base for the test year to be the sum of $420,957. The 
details of such computation are set forth on Table 5 of Appendix I 
hereof. 

Summary of rate base —It is our intention, as we have previously 
pointed out (supra, p. 76), to exclude from the rate base Panhandle’s 
net investment in all of its production and products extraction 
facilities for the reasons there stated. Panhandle contends that certain 
other facilities and operations should likewise be excluded from the 
rate base. These facilities are used in making intrastate sales pri- 
marily from Panhandle’s production system. Such facilities, which 
are carried under the summary caption in the various tables set forth 
in Appendix I as “Intrastate Operations,” may be described as per- 
taining to Panhandle’s sales to Continental Carbon Company, 
Quinque Oil and Gas Production Company and Consumers Power 
Company—the latter sales being from the Howell, Michigan, field 
production. Also included in this category is the standby liquefied 
petroleum gas facilities at the plant of the Albion Malleable Iron 
Company, Albion, Michigan. It appears that the sales of natural gas 
from all of such facilities are sales which are not subject to our 
jurisdiction. Since these facilities and sales are almost exclusively 
associated with producing operations and are segregable from Pan- 
handle’s integrated pipe-line system, we shall exclude them from the 
rate base and the cost of service which we determine with respect to 
such system. 

We therefore find and determine that the rate base for the test 
year 1952 is $148,609,012 summarized as follows: 


Gas Plant 


GON CIE 0 bce Siew itdcceeee cd sditeawsitiwves $13,727,766 
II: THIS ons ceded cndaca ca ceeeetendactaceenacnaunees 184,648,488 


GEE: EE Sdn awedereeksscennnabaunteseewedéiusnveseenen 198,376,254 
ee SP GON ao 64 oc ca Pewsi inde eee e eetenwebedecatane 49,724,144 


CREED EME DEREK COS UADARKACAREREOEESs COR eRes Rue cadens 148,652,110 
Less contributions in aid of construction..............cccccceceeees 464,055 


CEbCEECEKEEECOESTCCEGEE CORNER whe OCEORReRS Ae Eee 420,957 
TERRE TARO TE 00k cendanenes cat tccckasusesacentnbemacmindss 148,609,012 


We find that the amount of return on such rate base at the rate of 
534 per cent which we have heretofore determined to be fair, reason- 
able and adequate is $8,545,017. 
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Operating expenses 


The total operating expenses of Panhandle for the test year 1952 
amount to $46,153,279, exclusive of the cost of gas purchased from 
Trunkline. To this sum should be added $1,913,245 representing the 
additional operating expenses relating to the additional volume of 
sales of 50,000 Mcf per day as determined by the staff, which we 
believe to be reasonable (supra, p. 86). In connection with the ex- 
penses relating to this volume of sales, Panhandle maintains that the 
above-mentioned amount determined by the staff did not allow for 
increases in the Indiana gross receipts tax, payroll taxes, injuries and 
damages, employees welfare expenses and pensions. We believe ap- 
propriate adjustments should be made for such items. We therefore 
add to Account 799, Injuries and Damages, $3,926; to Account 800.1, 
Employees Welfare Expenses, $4,856; and to Account 800.2, Pensions, 
$20,818. These amounts were determined on the basis of additional 
labor costs included in the aforementioned sum of $1,913,245. 

On July 1, 1953 there became effective an order of the Kansas 
Corporation Commission changing the official volumetric measure- 
ment of gas produced in Kansas from 16.4 lbs. per square inch to 
14.65 lbs. per square inch. It appears that this change in measure- 
ment base has had the effect of increasing the cost of gas purchased 
in the State of Kansas by Panhandle from other producers. We 
believe an appropriate adjustment should be made therefor; however, 
we point out that this order is now the subject of litigation in the 
State District Courts of Kansas. We shall therefore condition our 
order to the effect that, should it be finally determined that the Kansas 
order is invalid or that the increases in the cost of purchased gas due 
thereto is not commensurate with the amount herein allowed, appro- 
priate refund of the difference will be made by Panhandle to its 
customers receiving gas under rate schedules on file with this Com- 
mission. The increase in gas purchase cost is computed at $389,094. 

Included in operating expenses for the test year is an item of 
$119,962 representing the cost of gas delivered to Cities Service Gas 
Company under exchange arrangements whereunder corresponding 
volumes of gas would be returned to Panhandle in subsequent periods. 
This amount was eliminated by Panhandle from the cost of service 
and we shall do so here; however, the amount has been adjusted to 
$121,909 by virtue of the increased cost of gas purchased in Kansas 
as described above. 

The adjusted total operating expenses for the test year 1952 we find 
to be $48,363,309 as detailed on Table 6, Appendix I. 
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Allowance for produced gas 


In accordance with our decision as heretofore discussed (supra, 
pp. 59-77), we have allowed in the cost of service, $5,476,804, for 
Panhandle’s produced gas, which includes an adjustment resulting 
from the Kansas volumetric measurement order referred to above. 









Depreciation and amortization expense 

We find the appropriate amount for depreciation and amortization 
to be included in the cost of service for the test year 1952 is $6,824,203 
—such amount being computed from the depreciation rates which we 
have determined to be reasonable and proper (supra, p. 93). 


Taxes other than Federal income 


























Taxes other than Federal income taxes for the test year 1952 were 
stipulated by Panhandle and the staff at $3,407,571. We find it neces- 
sary to adjust this sum in two respects. As previously noted (supra, 
p. 87) the increase in Panhandle’s volumes to an average of 850,000 
Mcf per day requires an adjustment in Indiana’s gross receipts and 
payroll taxes. We therefore add to the agreed-upon amount the sums 
of $26,886 and $4,129, respectively, for such items. 

Since the record in this proceeding was closed, the United States 
Supreme Court has declared the Texas gathering tax to be unconsti- 
tutional.74 We, therefore, deduct from the agreed-upon sum for Taxes 
Other than Federal Income Taxes, the amount included therein for 
the Texas gathering tax of $578,374. Accordingly we find that the 
total amount for Taxes Other than Federal Income Taxes for the test 
year 1952 is $2,860,212, the details thereof being shown in Table 8 of 
Appendix I. 


Federal income taxes 





The allowance for Federal Income Taxes for the test year 1952 has 
been computed at the tax rate of 52 per cent. The amount of Federal 
Income Taxes thus determined to be included in the total cost of 
service is $6,170,766. The details of the computation are set forth on 
Table 9 of Appendix I. We reserve the right to make adjustments if 
this tax is changed. 


Credit for loss in Btu through extraction of gasoline 
and liquefied petroleum gas 


In connection with our exclusion of the cost of service of revenues 
and costs relating to the extraction of natural gasoline and other 
liquid hydrocarbons from the raw gas stream (supra, pp. 77-79), we 








™ Michigan-Wiasconsin Pipe Line Co. v. Calvert, Comptroller of Public Accounts, et al., 
847 U. S. 157 (1954). 
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determined that an appropriate credit should be made to the cost of 
service to cover the loss in heating value of the natural gas during the 
course of processing in the extraction plant. This credit has been 
determined to be $591,710, and, as stated before, the details are set 
forth on Tables 1 to 10 of Appendix II. 


Credit for the transportation of Howell Field gas 


In connection with delivery of the Howell, Michigan, field gas to 
Consumers Power Company, Panhandle makes use of a certain seg- 
ment of its integrated transmission system. Since we have excluded 
from the cost of service all facilities exclusively related to the Howell 
field operations (supra, p. 101), it is necessary to credit the cost 
of service with the costs incurred relating to the Howell field deliveries 
to Consumers Power Company. Panhandle computes such transporta- 
tion costs at $13,524. We accept this determination other than with 
respect to return and Federal Income Taxes, which we place upon a 
534 per cent of rate of return basis. This results in an adjusted credit 
in the sum of $12,549. 


Escalation of gas purchase costs 


The cost of service of Panhandle, which both Panhandle and the 
staff have stipulated in this proceeding, includes additional costs of 
purchased gas resulting from provisions for the escalation of the 
price of gas contained in Panhandle’s contracts with Phillips Petro- 
leum Company, Shamrock Oil and Gas Corporation, and Magnolia 
Petroleum Company. On the record of this proceeding, in which such 
increased cost of purchased gas results from an increase in interstate 
rates allowed by this Commission, it is our conclusion that we cannot 
disallow the effect of these escalation clauses in this case. Our order 
allocates the additional cost to both jurisdictional and non-jurisdic- 
tional sales and assigns for escalation to jurisdictional sales $919,295. 
(Table 10, Appendix I.) 

But, in standing on this record in this particular case, we are not 
passing upon the policy which this Commission should follow in the 
public interest with respect to the allowable effect upon interstate 
rates of the various types of escalatory provisions in gas purchase 
contracts. That broad subject deserves consideration on a broader 
basis than this record would permit, so that the policy of the Com- 
mission may be enunciated after a thorough analysis of the entire 
factual background and the evaluation of direct and indirect effects 
of the various forms of escalation in gas purchase contracts as they 
affect the equities between the producers and suppliers of gas, the pipe 
lines and transporters of gas, and the consumers and users of gas. 
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Summary of cost of service 


The cost of service which we have heretofore determined is sum- 
marized below: 


NE i ii oa we he cabs cht Reduce aeeeecannbadevetelunwweus $34,046,839 
PU | a akin 6c isi lisa Ri easSARde Ua wdmccdiaws daneentawines 5,476,804 
COS GOI ok kc 0 6 ok Sess seen ae Rec deccawendesstuwadinees 972,678 
SI CIE. 0 a. 0.5: 6066044406 n hd aancestéduckent hisses 10,965,681 
EPODUOCCRREION GG GUAGUCIMNTIGEE occ ci ceceqedcctccenccetecscevcescs 6,824,203 
PE oe OOS, 5. a0 Senso bo Secu cake ce rendareecesebesrwaenas 8,545,017 
OOPS he hc de ceeds cccieresdtedsudsiateisesedidaedwasiuus 2,573,864 
TW —OIR TOONS oi ins oi ONE Sh he aU wa vinta cei taces wes 6,170,766 
Credit for loss on Btu through extraction of gasoline and lique- 

Re NE MN in aides cca molenpe soa <cce~w see waeaengees (591,710) 
Credit for transportation of Howell Field gas ...........eeeeeeee- ( 12,549) 
CRIA GE Wi IE GORE ok o.k.bin bic ccc niececeddvetawenesacee 919,295 

OU «kee hic 6h ewe vedanta teiWdenebhewedesedsakaseioued 75,890,888 


ALLOCATION OF COST OF SERVICE 


The necessity of allocating the total cost of service arises from the 
fact that the same facilities are used to serve both jurisdictional and 
non-jurisdictional customers. The rates for gas sold directly to 
industrial customers and for intrastate fields sales to utility customers 
are not subject to our jurisdiction. It is necessary, therefore, for us 
to determine the portion of the total cost of service fairly attributable 
to serving the interstate wholesale customers whose rates are subject 
to our jurisdiction. Panhandle and the staff introduced evidence 
showing what they conceived to be the proper methods of allocation. 

The first step in the allocation of system costs between jurisdictional 
and non-jurisdictional services is the classification of such costs into 
the demand and volumetric function. We now turn to that problem. 

Constant and Variable Costs—Under the staff’s method, all con- 
stant costs were apportioned equally between the demand and the 
volumetric functions, and all variable expenses were assigned to the 
latter function. 

Panhandle’s witness assigned all fixed charges and constant ex- 
penses, except return on investment and related income taxes, to the 
capacity or demand function. Equal portions of income taxes and 
return were assigned to the demand and volumetric functions. All 
variable costs were assigned to the volumetric function. 

It is the theory of Panhandle’s witness that, since the capital cost 
of a transmission pipe-line system varies with the size or capacity of 
the line, the fixed charges and constant expenses associated with such 
capital costs do not vary with the volume of gas transported and, 
therefore, that such expenses should be assigned entirely to the 
468918—61——10 


106 FEDERAL POWER COMMISSION 


demand or capacity function. The witness treated all other annual 
relatively nonvariable costs in the same manner as the fixed charges 
and constant expenses attributed to the capital cost of the pipe line. 
As stated above, this theory is not applied to return on investment 
and income taxes, both of which the witness designated as fixed but 
which he apportioned equally between the demand and volumetric 
functions. 

In view of our prior decisions on the subject of cost allocations of 
natural gas companies” which have had judicial sanctions,” it 
appears unnecessary to extensively review our reasons for rejection 
of the theory that a cost, once it is determined as constant, or rela- 
tively so, must ipso facto be classified as a demand or capacity cost. 
As we pointed out in Atlantic Seaboard Corporation, Opinion No. 
995,11 FPC 43, 55: 

We are unable, however, to accept the premise that merely because certain 
costs do not vary with use they automatically become in toto demand or capacity 


costs. A pipe line would not normally be built to supply peak service, that is to 
say, service on the peak days only. We know from our administration of Section 
7 of the Natural Gas Act, which involves the issuance of certificates of public 
convenience and necessity, that pipe lines are built to supply service not only 
on the few peak days but on all days throughout the year. In proving the 
economic feasibility of the project in certificate proceedings, reliance is placed 
upon the annual as well as the peak deliveries. Stated another way, the capital 
outlay for the pipe-line facility is made—and justified—not only for service on 
the peak days but for service throughout the year. Both capacity and annual use 
are important considerations in the conception of the project and in the issu- 
ance of certificates of public convenience and necessity. Both capacity and 
volume, therefore, are what are known as cost factors or incidences in respect 
to the capital outlay for a pipe-line project. It follows that reasonably accurate 
results can be achieved only by allocating the fixed expenses flowing from the 
capital outlay to both operating functions, viz., capacity and volume. 


It is our judgment that the assignment of constant costs equally to 
the demand and volumetric functions will achieve a fair and reason- 
able result. We reach this conclusion upon consideration of the facts 
of record. Such facts, however, do not lend themselves to the 
mathematical computation of a result. The result can only be reached 
by the exercise of judgment. We recognize, and the evidence so shows, 
that peak demands and annual volumes are important to the successful 
operation of a pipe-line system such as Panhandle’s. We cannot say 
that either factor predominates. By assigning 50 per cent of the 
constant costs to the volumetric function, all of the gas carried 
through the line will share in a portion of such costs. Thus, customers 


%In the Matter of Atlantic Seaboard Corp., Opinion No. 225, decided April 23, 1952. 
In the Matter of Northern Natural Gas Co., Opinion No. 228, decided June 10, 1952. 
In the Matter of Mississippi River Fuel Corp., Opinion No. 234, decided July 29, 1952. 
In the Matter of Colorado Interstate Gas Co., Opinion No. 235, decided July 31, 1952. 
7 State Corporation Commission of Kansas v. Federal Power Commission, 206 F. 2d 
690 (C. A. 8, 1952), certiorari denied January 4, 1954. 
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that are interrupted and taken off the line during the peak period 
share in at least half of the constant costs. 

Unless such division of the constant costs is made, a customer taking 
no gas during the peak period (either voluntarily or because of cur- 
tailment), would not contribute in the rate he pays toward compensa- 
tion of the company for any portion of the costs designated as 
constant. Thus such a customer, while receiving service during as 
many as 362 days of the year, would not pay any part of the constant 
costs. Under Panhandle’s allocation method such customers would 
only share in one-half of the expense of return and income taxes and 
in none of the other constant costs. We perceive no logic or reason in 
the company’s contention that such customers should not share in the 
depreciation expenses or other items of constant costs, such as trans- 
mission main operating labor which do not vary greatly in the course 
of a year. 

The method which we have followed is in accord with the principle 
that it costs more to provide firm service than interruptible service. 
We are convinced that it apportions the costs fairly among the several 
classes of customers. 

Purchased Gas Costs.—Panhandle’s purchased gas costs, other than 
the volumes purchased from Trunkline Gas Company, were assigned 
to the volumetric function by both the staff and Panhandle’s witness. 
Panhandle’s witness assigned to the demand function in its entirety 
the cost of gas purchased from Trunkline, whereas the staff applied 
the same allocation methods to Trunkline’s cost of service as were 
applied to the Panhandle system’s costs. Gas purchased in the field 
by Trunkline was assigned to the volumetric function, Trunkline’s 
“transmission” and “other” costs, were assigned to the demand and 
volumetric functions in the same manner as like costs of Panhandle. 

We cannot subscribe to the theory advanced by Panhandle that the 
gas purchased by it from its subsidiary, Trunkline, under a cost of 
service contract should be considered as if purchased upon the basis 
of a pure demand rate. While the separate corporate entities of Pan- 
handle and Trunkline must be recognized in that individual rates are 
required for each, it is our view that the staff allocation of Trunk- 
line’s costs of service and the use thereof in classifying the cost of 
gas sold to Panhandle is fair and equitable. 

It appears that in allocating costs of service to customers the staff 
applied the average cost of production and purchased gas cost in the 
Howell, Michigan, field, the Panhandle and Hugoton fields and 
Trunkline’s purchase and transmission volumetric costs to the sales of 
gas by Panhandle in the Panhandle-Hugoton producing areas. We do 
not believe that the customers served from the field pipe-line system 
in the Panhandle-Hugoton producing area should be assigned costs 
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applicable to the Howell field production system or the Trunkline 
system. While it has been our general practice to pool the gas supply 
costs of a natural gas company for allocation purposes, we are of the 
view that the facts of record justify our making an exception in this 
case. The Panhandle-Hugoton operations are geographically a great 
distance from the Trunkline and Howell field sources of supply. 

Production in the Panhandle and Hugoton fields is controlled by 
the market requirements of all producers taking gas from these fields 
and Panhandle’s reserves must be produced accordingly. Thus the 
incidence of Howell field production and Trunkline gas purchases can 
have only a very minor effect on the availability and deliverability 
of gas supplied to the Panhandle-Hugoton field customers. For these 
reasons, we will allocate to such customers only such amounts for gas 
as are applicable to production and purchased gas in the Panhandle- 
Hugoton producing areas. We also assign our field price allowance 
for produced gas entirely to the volumetric function. 

Maintenance of compressor station equipment.—Panhandle’s wit- 
ness assigned the labor cost of maintaining compressor station equip- 
ment entirely to the demand function and the supplies and expenses 
to the volumetric function. The staff assigned both to the volumetric 
function. Maintenance of compressor station equipment is related to 
use, and Panhandle’s witness apparently recognized this fact in 
respect to supplies and equipment. There is no valid reason presented 
why any different classification should apply to the labor cost of 
employees assigned to repair operations. Therefore, we find that 
maintenance of compressor station equipment should be assigned 
100 per cent to the volumetric function. 

Classification of other cost items.—With respect to all cost items not 
discussed above, it appears that no difference of substance in the 
classifications exist between the staff and Panhandle’s witness. Such 
classifications conform to classifications of similar items in other cases 
which we have heretofore found to be proper, we make the same 
finding here. 

Allocation of demand costs to classes of customers.—The costs 
classified as relating to the demand function were allocated by the 
staff to classes of customers on the basis of their respective peak 
responsibilities during the actual maximum 3-day sustained trans- 
mission system peak of 895,853 Mcf, which occurred on January 5, 6 
and 7, 1952. The peak responsibility of the jurisdictional resale cus- 
tomers during this period amounted to 860,937 Mcf, or 96.1 per cent 
of the total. The direct main line industrial and other customers and 
field sales to utility customers of Panhandle had a peak responsibility 
during the same period of 34,906 Mcf or 3.9 per cent of the total 
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system peak. The peak responsibility method has been used by us in 
numerous cases and has the approval of the Courts (supra, p. 106). 

Panhandle’s witness did not use the system peak responsibility 
method but assigned to jurisdictional utility customers 99.731 per cent 
of the estimated system daily delivery capacity, upon the premise that 
such customers by contract or as the result of our Order of March 4, 
1952 in this Docket had imposed upon Panhandle a delivery obliga- 
tion of 1,007,683 Mcf per day, which obligation exceeded the system 
estimated sustained daily delivery capacity of 890,000 Mcf. 

Although direct industrial customers utilized the system capacity 
during the maximum 3-day sustained peak period to the extent of 
32,901 Mcf, no demand costs based on such utilization were allocated 
by Panhandle’s witness to such sales.78 

It is urged that our Order of March 4, 1952 allocating Panhandle’s 
main-line capacity among utility customers places an obligation upon 
Panhandle to render firm service in excess of its pipe-line capacity 
and, therefore, no capacity is available for interruptible industrial 
sales. But even if there were validity to this argument it has been 
dissipated by the decision of the U. S. Court of Appeals for the 3rd 
Circuit which reversed our order and remanded that question to us 
for further proceedings.*** 
While Panhandle’s witness asserted that the maximum capacity of 










| the system (890,000 Mcf) would be required to meet, in the future, 
Panhandle’s delivery obligations of its firm utility customers, such 
assertion has not proved to be the case as disclosed by this record. 
In the winter of 1952-1953, which was the winter following that in 
which the 3-day peak period used by the staff occurred, Panhandle 
’ reported *® the three highest transmission system daily peaks to be 
; December 1, 1952, 933,315 Mcf; January 5, 1953, 931,936 Mcf; and 
February 16, 1953, 924,067 Mcf. The respective percentages of peak re- 
. sponsibility of the jurisdictional utility customers for those particular 
. days were respectively, 94.18 per cent; 95.16 per cent and 94.83 per 
cent. All of such ratios are less than the percentage (96.1 per cent) 
assigned to jurisdictional utility sales through the use of the 3-day 
. sustained system peak of January 5,6 and 7, 1952. We cannot agree 
; with Panhandle’s contention that the peak period selected by the staff 
i was “unusual” and not fairly representative of the future. 
. If we were to ignore the experienced use of pipe-line capacity and 
¥ allocate all demand costs to utility resale customers on the basis of 
; contractual or other delivery obligations, the direct industrial cus- 
d 7% Of the total demand costs of $47,405,687, only an amount totaling $110,859, labeled 
y “Costs exclusively non-jurisdictional”, was assigned by Panhandle’s witness to main-line 
1 industrial sales. 


a Panhandle Eastern Pipe Line Co. v. F. P. C., 204 F. 2d 925 (1953). 
™F. P. C. Form No. 2, 1952, p. 119. 
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tomers who are receiving service during peak periods*® would be 
charged with none of the demand costs. We do not believe that such 
method produces the fair and equitable result we are seeking and 
which the Natural Gas Act requires; therefore, we shall use the 
maximum 3-day sustained system peak which occurred on January 5, 
6 and 7, 1952 for the purpose of allocating demand costs to classes 
of customers. 

The details and results of our allocation of Panhandle’s cost of 
service is set forth in Appendix I, Tables 11 to 13. By such alloca- 
tion, the total cost allocated to direct industrial customers is 19.35 
cents per Mcf while the cost allocated to jurisdictional utility cus- 
tomers is 24.57 cents per Mcf. From these results, it is clear that 
Panhandle’s direct industrial customers are not assigned costs which 
result in a unit cost as high as the resulting unit cost for firm utility 
sales. Thus, our allocation reflects adherence to the principle that 
firm service has a priority and with it the obligation to pay more than 
would be paid for a lower priority use. 


RATE STRUCTURE AND TARIFF PROVISIONS 


Level of demand and commodity charges.—The rate structure for 
Panhandle’s tariff was prescribed by us in Opinions Nos. 214 and 
214-A.8! In filing the rate increase here under consideration, Pan- 
handle, consistent with these opinions, proposed demand-commodity 
rates for Limited Service and General Service rate schedules, and 
straight commodity rates for Storage Service, Small General Service 
and Interruptible Service rate schedules. The Storage Service and 
Interruptible Service rate schedules in each zone had a rate level 
equal to 100 per cent load factor average of the General Service rate 
for the zone; and the Small General Service rate schedule in each zone 
had a rate level equal to about 50-55 per cent load factor of the 
General Service rate for the zone. Thus, although the Storage, Inter- 
ruptible, and Small General Service rate schedules are straight com- 
modity rates, such rates proposed by Panhandle contain a demand 
component. The rate structure and the relationship of the several 
rate classifications to each other, as we are prescribing here, are con- 
sistent, to the extent practicable, with Panhandle’s proposal and our 
finding in Opinion No. 214 that “the differentiation of [General 
Service] rates between the three zones should be approximately the 
same differentiation now obtaining in existing rates” (10 FPC at 
p. 202). 


8 The situation in this respect is analogous to that which we dealt with in Colorado 
Interstate Gas Co., 3 F. P. C. 32 (1942), affirmed U. S. Supreme Court, 324 U. 8S. 
581 (1945). 

8110 FPC 185 (1951) ; 10 FPC 322 (1951). 
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The items of the cost of service allocated to the jurisdictional busi- 


ness have been combined by us for rate design purposes in two groups 
—demand and commodity. The costs included in the “demand” are 
the $20,877,898 of the transmission demand costs; and the costs in- 
cluded in the “commodity,” $46,698,246, constitute the sum of all the 
other items. 
“commodity” cost, its small amount in relation to the total juris- 
dictional costs does not warrant special treatment.) 

Having the demand and commodity components of the costs as- 
signed to the jurisdictional business and the applicable billing de- 
mands and annual sales volumes, there are several methods of which 
we can avail ourselves for the purpose of obtaining the rate levels for 
the several rate schedules contained in Panhandle’s tariff. We believe 
that the best and most universally used method would be to attribute, 
for rate-making purposes only, billing demand responsibility to the 
three classifications containing straight line rates. It certainly is the 
simplest of explanation and application. Such method is supported 
by testimony on the record of this proceeding. We adopt, therefore, 
this method for the purpose of establishing rate levels reflecting the 
cost of jurisdictional service herein found proper. 

The initial step in the determination of the rate levels is the 
derivation of the average unit commodity cost which is obtained by 
dividing the total commodity cost ($46,698,246) by the annual volume 


(275,052,3: 














(While the “customer” cost may not be precisely a 



























































39 Mcf), which gives approximately 16.98¢ per Mcf. The 








average unit demand cost is obtained by dividing the total demand 


cost ($20, 


898) by the billing demand units established under the 





effective tariff and service agreements (8,91 
the purposes of this computation only (as explained above) by the 
demand units attributable to the straight line rates of 2,153,595 Mef, 
or a total of 11,065,873 Mcf, which results in approximately $1.8867 
per Mcf. Because of the existence of the rate zones, and our finding 
at 10 FPC 202 with respect to zone rate differentials, it was necessary 
to adjust such derived average costs to obtain the appropriate rate 
levels and a reasonable balance between the revenues computed under 
such rates and the allocated costs. 

Panhandle’s proposed rates for the G-1 and LS-1 rate schedules 
contain the same demand and commodity levels. The staff witness who 
presented the rate levels related to staff's recommended cost of service 
suggested that the demand charge in the LS-1 rate schedule be at 
least 5 cents lower than such charge in the G-1 rate schedule. He 
explained that such difference would give recognition to the fact that 
the billing demand provision in the LS-1 rate schedule provides for 
contract demand billing as contrasted with billing for not less than 
90 per cent of the contract demand in the G-1 rate schedule. No objec- 


8 Mcf), adjusted for 
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tion has been received to the proposed differential in demand charge. 
We note also that the LS-1 rate schedule contains a minimum take- 
or-pay-for provision related to the use of contract demand at 75 per 
cent load factor while no such minimum guarantee is provided in the 
G-1 rate schedule. We believe, therefore, that substantial reasons 
exist for such a differential and that 5¢ per Mcf is just and reasonable. 

The form of tariff prescribed by us provides for adjustment of 
monthly bills rendered by Panhandle under the G, SG, and LS-1 rate 
schedules. Such adjustments other than the penalty for unauthorized 
over-run are to be made (1) when delivery to a customer is governed 
by flow controls operated by Panhandle and such customer takes gas 
in excess of the applicable contract demand on any day, and (2) when 
Panhandle is unable to deliver on any day up to the billing demand 
established for the month (G-series and LS-1 rate schedule) or 
maximum demand heretofore established (SG-series rate schedules). 
Under (1) above, an additional charge equivalent to 100 per cent load 
factor use at the applicable demand and commodity rate should be 
made for the excess gas under the G and LS-1 rate schedules. For 
excess gas taken at the straight commodity rates under the SG rate 
schedules, the additional charge should be at the 100 per cent load 
factor rate under the G rate schedule applicable in the same zone. 
The SG rate is derived from the G rate in the same zone; therefore, 
the adjustments should be the same. 

The tariff filed by Panhandle provides the adjustment described 
above for G and LS-1 customers, but provides a higher adjustment 
for SG customers by utilizing the straight commodity rate for the 
excess gas, or at the rate of 50-55 per cent load factor instead of 100 
per cent load factor as related to the G rate in the same zone. The 
rates which we shall prescribe provide for the 100 per cent load factor 
rate for excess gas (when flow controls are in operation) taken under 
the SG rate schedules as well as under the G and LS-1 schedules. 

Under (2) above, when Panhandle is unable to deliver the estab- 
lished billing or maximum demand, the tariff provides a daily credit 
equivalent to the monthly demand charge divided by 365/12 as 
rounded. The monthly demand charge for the G rate schedules in 
the same zone is utilized to credit the SG customer if a deficiency 
occurs. The rates filed by Panhandle are in agreement with this 
method of adjustment, which we approve. 

The rates which we prescribe herein are set forth on Table 15, 
Appendix I, together with the monthly bill adjustments described 
above. A comparison of the prescribed rates with the rates in effect 
prior to February 20, 1952 and the rates filed by Panhandle based 
upon the average revenue in cents per Mcf for the test year 1952 
volumes are shown below: 
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Rates in effect) Rates filed by Rates 
prior to Panhandle | prescribed 
Service classification Feb. 20, 1952 








Average rate—Cents per Mcf 













G-1 21. 60 30. 79 
i 19. 40 | 2. 95 
a-3 19. 30 7 
SG-1 sliinmanbinMndidgtaaniel ss aie al 23. 10 38. 00 
Sq-2 Ee ae espe a eee 21. 10 34.00 | 
ak a | 18. 00 31. 00 
LS-1 r me 20. 00 29. 08 | 
S-1_. oes ss ieiliceiiaaioe ee : 19. 10 29. 00 | 
1... : : ui: eee toe eeee es SF __| 16. 50 29.00 | 
cag epileptic ca aces ieee 13. 50 | 27.10 21. 00 
Pein ce Db dda ttn eh ag Ratt ee cose ee , 12. 50 | 25.90 | 20. 20 





The estimated revenue from the rates prescribed upon the test 
year sales is $67,579,207, compared with revenues under the rates 
superseded on February 20, 1952 of $54,800,343, or an increase of 
$12,778,864. This latter sum may be contrasted with the increase in 
rates filed by Panhandle of $21,400,000. Panhandle’s increase of 
$21,400,000 is not strictly comparable with the $12,778,864 allowed, 
however, because the Commission used a higher volume of gas for the 
test year. Therefore, the $21,400,000 should be increased by about 
6 per cent in order to provide a more accurate comparison, or to 
approximately $22,700,000, or nearly twice the amount of the increase 
allowed in our determination. The details of the revenue computation 
are set forth on Table 16 of Appendix I. 

The revenue from the prescribed rates parallels the demand and 
commodity costs of $20,877,898 and $46,698,246, respectively, which 
we have accepted for rate-making purposes. Revenue from billing 
demand units of the demand and commodity rates and from demand 
components of the straight commodity rates are in total approxi- 
mately $6,700 less than the above demand costs, while commodity 
revenues exceed the above commodity costs by approximately $9,700. 
Over-all revenues from the prescribed rates exceed the $67,576,144 
total cost of jurisdictional service by approximately $3,000. 


MICHIGAN GAS STORAGE’S PROPOSAL 


Michigan Gas Storage Company (Gas Storage) has advocated a 
rate for storage service which would make the average price of gas 
purchased by Gas Storage, plus charges applicable to the storage 
operation, the same as the price of gas taken under the Panhandle 
general service rate schedule at a 40 per cent load factor. This would 
permit Gas Storage to provide for its sole customer, Consumers Power 
Company, the added benefits available from storage and still charge 
rates comparable to those charged Panhandle’s customers taking gas 
directly from the pipe line at the same over-all load factor. 

The rate we have provided to be included in Panhandle’s Storage 
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Rate Schedule S-1 is 23.7 cents per Mcf. This is equivalent to the 
rate for delivery of gas under the G—1 rate schedule at a 100 per cent 
load factor. This carries forth the historical arrangement between 
Panhandle and Gas Storage whereby the storage rate under the super- 
seded winter-summer form of rate was, in effect, the general service 
rate for 100 per cent load factor deliveries. In addition, the storage 
rate fixed on the 100 per cent load factor basis of the G-1 rate assesses 
to the storage customer a demand component reflecting the avail- 
ability to the storage customer of a guaranteed annual volume of gas. 
At the same time, any benefits that may accrue to the pipe line from 
the presence of a storage customer are recognized in that the storage 
service, which enjoys a priority over interruptible service, as well as 
the guaranteed annual volume not available to the interruptible cus- 
tomer, is charged no higher rate than the interruptible service. 

Such a plan as that proposed by Gas Storage would impose upon 
the other customers of Panhandle the major portion of the cost of 
storage operation. There is no evidence, however, that such customers 
would enjoy any more than the most remote and incidental benefits 
from the storage fields, and in no event would such benefits be 
markedly greater than those provided by other Panhandle customers 
with intermediate transportation and storage service. We can only 
conclude that the Gas Storage proposal would be unduly discrimina- 
tory against other Panhandle customers. 

Revenues collected under bond.—In order to provide ample notice, 
and an opportunity for orderly conversion, we shall provide in our 
order that the rates prescribed herein as just and reasonable for the 
future, as set forth above, shall be effective on and after May 1, 1954. 

As pointed out above, Panhandle’s proposed rate increase became 
effective under bond, pursuant to the provisions of Section 4 (e) of the 
Natural Gas Act, on February 20, 1952. Since that time, Panhandle 
has collected these higher rates and has reported to us, in accordance 
with our Order of September 5, 1951, the amounts collected in excess 
of the charges which would have been collected under its prior rates. 
To the extent that these funds collected under bond represent charges 
found by the Commission not to be justified, they are subject to refund 
with interest at 6 per cent per annum. From the reports filed with 
the Commission, these amounts collected aggregated $54,416,073 
through January 1954. It is estimated that the increased revenues 
collected during the months of February, March, and April, 1954, will 
be approximately $8,500,000. Thus the total sums collected under 
bond as of the effective date of the rates herein prescribed will amount 
to nearly $63,000,000. 

It appears from the record in these proceedings that it is not 
feasible to determine at this time the appropriate disposition of the 
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revenues collected under Panhandle’s higher rates, because of the 
necessity of our having before us a record reflecting the actual oper- 
ating results throughout the entire refund period; further study must 
therefore be given to this problem. The rates which we have above 
determined to be fair and reasonable beginning May 1, 1954, might 
be inequitable if applied to the period February 20, 1952, to May 1, 
1954, because of differences between the volumes of sales used in our 
computations in the costs of service and those actually experienced by 
Panhandle during this period. We therefore find it necessary to 
reserve at this time, subject to our further order, the disposition of 
the revenues collected during the refund period; we shall therefore 
provide in our order herein for the prompt submission of the necessary 
data on the record, which will be reopened for this specific purpose. 
Thus we expect to dispose of the refund question without avoidable 
delay. 

From the data now available, however, it would appear that the 
refund which Panhandle will have to make in accordance with the 
principles set forth in this Opinion will be in the neighborhood of 
$32,000,000 or approximately half of the amount which Panhandle 
has collected under bond, pursuant to its proposed rate increase, 
during the refund period, February 20, 1952 to May 1, 1954. 

The Commission further finds, for the reasons given and upon the 
findings hereinbefore set forth: 


(1) The rates and charges set forth in First Revised Tariff Sheets 
Nos. 4 to 14 inclusive, 16, 17, 19, 20, 22, 23, 24, 25, 29 and 31 and 
Second Revised Tariff Sheet No. 27, hereinafter prescribed and 
attached hereto will provide just, reasonable, nondiscriminatory and 
nonpreferential rates and charges from and after May 1, 1954. 

(2) The increased rates and charges set forth in the tariff sheets 
which are superseded by the tariff sheets herein prescribed, as con- 
tained in Panhandle Eastern Pipe Line Company’s FPC Gas Tariff, 
Original Volume No. 1, have not been shown to be just, reasonable or 
otherwise lawful under the provisions of the Natural Gas Act. 

(3) Our order herein prescribing First Revised Tariff Sheets Nos. 
29 and 31, and Second Revised Tariff Sheet No. 27, shall not be con- 
strued as relating to or affecting the issues, other than the level of 
rates and charges, which are before the Commission for its considera- 
tion and determination in Docket No. G-2349, and related dockets. 

(4) The record in these proceedings should be reopened to deter- 
mine (1) what are just and reasonable rates during the period from 
February 20, 1952 to May 1, 1954 or (2) the excess charges collected 
by Panhandle which are to be refunded under order of the Commis- 
sion issued March 5, 1952 in these dockets. 
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The Commission orders: 

(A) The motions of Michigan Consolidated Gas Company (sup- 
ported by the City of Detroit and the County of Wayne, Michigan) 
and the International Union of United Auto and Aircraft Implement 
Workers of America, UAW-CIO, to reopen the record for the taking 
of further evidence and the motion of Panhandle to strike the motion 
of Michigan Consolidated are severally denied. 

(B) The order of the Presiding Examiner denying the motion of 
staff counsel to incorporate in the record, by reference as Item SS, 
certain schedules from Panhandle’s FPC Form No. 2 for the year 
1952 is reversed and Item SS is admitted in evidence by reference as 
a part of the record. 

(C) Panhandle shall set up and maintain special accounts and 
make the charges and credits referred to hereinbefore in accounting 
for Federal income taxes as affected by the accelerated amortization 
authorized by Section 124A of the Internal Revenue Code, as carried 
in Section 218 of the Revenue Act of 1950. 

(D) First Revised Tariff Sheets Nos. 4 to 14 inclusive, 16, 17, 19, 
20, 22, 23, 24, 25, 29 and 31, and Second Revised Tariff Sheet No. 27 
of Panhandle’s FPC Gas Tariff, Original Volume No. 1, are hereby 
made effective on May 1, 1954 to be thereafter observed and in force. 

(E) The prescribed sheets described in paragraph (D) hereof, all 
appearing in Appendix IV of this order, are hereby directed to be 
inserted by the Secretary of the Commission in Panhandle Eastern 
Pipe Line Company’s FPC Gas Tariff, Original Volume No. 1. 

(F) The disposition of the amounts collected under bond is hereby 
reserved for determination subject to further order of the Commission. 

(G) In computing the cost of service for the test year in the 
amount of $67,576,144.00, Federal income taxes have been computed 
upon the basis of 52 per cent on the assumption that there would be 
no reduction in such taxes for the year 1954 or thereafter. However, 
if during 1954 Federal income taxes payable by Panhandle are made 
effective on a basis less than 52 per cent, then Panhandle shall (1) 
refund to its customers, upon an equitable basis approved by the 
Commission, the amount represented by the difference between 52 per 
cent of Federal income taxes allowed in the determination of the cost 
of service herein and whatever lesser percentage rate is payable for 
the period from April 1, 1954, to the date on which the revised tariff 
provided in (2) below is made effective, and (2) within 60 days 
from the date when such reduced rates becomes effective, file revised 
schedules of rates satisfactory to the Commission to reflect the reduc- 
tion in Federal income taxes payable by Panhandle. 

(H) The rates herein prescribed shall be subject to further adjust- 
ment or refund, shall be made by Panhandle to its customers in the 
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event the order of the Kansas Corporation Commission, effective 
July 1, 1953, changing the official volumetric measurement of gas 
produced in Kansas from 16.4 lbs. per square inch to 14.65 lbs. per 
square inch, shall be declared invalid or it shall appear that the cost 
of purchased gas due to that order is not commensurate with the 
amount herein allowed (supra, p. 102). 


Commissioner Doty dissenting in part. Commissioner Draper 
dissenting. 

Dory, Commissioner, dissenting in part: 

I cannot agree with the position of the Commission with respect 


to the question of the treatment of Federal Income Taxes as affected 
by accelerated amortization. In my opinion, as I stated in greater 




















detail in my dissent in Docket No. R-126, issued December 4, 1953, 
B the action of the Commission enriches the utilities at the expense of 
. the rate payers, through the allowance of excessive income taxes in 
the fixing of utility rates. 
Panhandle and Trunkline have certificates of necessity under Sec- 

, tion 124A of the Internal Revenue Code authorizing them to depre- 
. ciate or amortize $29,500,000? ($10,600,000 (Sch. B-4d—-R, Exh. 550) 
y and $18,900,000 (Sch. B-9a-R, Exh. 552) respectively) over a period 
- of five years for income tax purposes. 
Hl Accelerated depreciation for income tax purposes thus amounts to 
” $5,900,000 annually. Normal depreciation for tax purposes on a 
” service life basis, at a composite rate of about 314 per cent, would 

amount to only $1,052,000. Accordingly, a special tax deduction of 
"Y some $4,848,000 (the difference between $5,900,000 and $1,052,000) is 
a allowed. At the 52 per cent corporate tax rate this special deduction 
ne results in a tax saving of $2,521,000 a year for five years. 
od Since the decision of the Supreme Court in Galveston Electric 
be Company v. Galveston, 258 U.S. 388 (1922), income taxes have been 
wi allowed as a cost of service to be recouped from customers. Hereto- 
de fore the taxes allowed have been the actual taxes payable or assessible 
1) against the income of the regulated business in the adjusted test year. 
he Such taxes have been high for a number of years, but we have had 
i no hesitancy in passing on these high taxes to customers. Moreover, 
ost in order to allow the recoupment of an increase of $1 in income taxes, 
for it has been necessary, at the 52 per cent tax rate, to impose an increase 
iff of $2.08 in utility rates because of the tax effect on the increased 
ys revenues.” But, in spite of this burden on customers, we have not 
sed hesitated to pass on to them such high charges in order reasonably to 
- assure the utility of a fair return over and above all operating costs, 

including all taxes. 
ist - 
the 1 The figures herein are rounded for simplicity of presentation. 






*'The additional tax on $2.08 at the 52% rate amounts to $1.08. 
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Inasmuch as the rate payers have borne, and are bearing, the inci- 
dence of these high taxes levied in the first instance on utilities, it 
would seem only fair that they should promptly get the benefit of any 
tax reduction. It would seem most inequitable for the rate payers to 
bear the increases in taxes and for the utilities to get the windfall of 
any consequential reductions. Such inequity, in my opinion, will 
result from the action of the majority in this proceeding. 

Panhandle contends, and the majority hold, except for a partial 
adjustment to the rate base, that the tax saving of $2,521,000 annually 
for five years should be ignored in the computation of rates for those 
years. They hold that rate payers should be charged with “normal 
taxes” which would be $2,521,000 higher than the actual taxes for 
each year of the five-year amortization period. The explanations for 
treating the customers in this manner are that in the post-amortization 
period the depreciation deduction with respect to the emergency 
facilities will cease; that, accordingly, taxes will then be higher; and 
that the higher taxes will not be allowed as a cost of service in the 
computation of rates. In other words, the majority trade a present, 
positive detriment for a speculative, future benefit. They argue that 
their treatment conforms to the Congressional purpose in allowing 
accelerated depreciation as a special tax deduction. 

Accepting the view that the two natural gas companies involved 
in this proceeding in the post-amortization period will pay higher 
taxes than would be due if only normal depreciation were claimed 
for tax purposes, and accepting arguendo the doubtful premise that 
the increased taxes will not be allowed as a cost of service in the com- 
putation of such future rates, nevertheless, even under this latter 
assumption, the decision of the majority will result in a very substan- 
tial windfall to the utilities and a correspondingly heavy burden on 
rate payers. 

As I understand the decision of the majority, and as far as is perti- 
nent here, Panhandle and Trunkline annually for five years will 
collect from customers $2,412,282% more than their actual cost of 
service, including a fair return on capital. The total excess in five 
years will amount to $12,061,000. Under the premise of the majority, 
actual taxes in the amount of approximately $548,000 will be dis- 
allowed as a cost of service after this five-year period, roughly the 
next 23 years. Even under this assumption that a part of the full, 
actual taxes in the post-amortization period will not be allowed, the 
companies will obtain a large excess income through returns on the 
excessive amounts collected in the five-year period. 


8The gross savings in taxes will be $12,605,000 ($2,521,000 annually for five years). 
The majority deduct 75% of 1 year’s tax savings in the computation of the base. At 
5-% %, the return of 75% of this amount equals $108,718. The difference between 
$2,521,000 and $108,718 is $2,412,282. 
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About one-half of the amount of $12,061,000 on the average will be 
available for a period of approximately 28 years for all corporate 
purposes—the retirement of securities, investment in additional prop- 
erties, etc.—except the payment of dividends. Simple interest at 
534 per cent (the rate of return) on this amount will produce an 
income of $9,710,000 over the period; compound interest will yield 
almost $23,000,000. 

Respondents will receive the foregoing income over and above a 
fair return on their capital; rate payers will suffer a corresponding 
loss through being denied the use of their money for such a long 
period of time. This is so for even if the companies use the $12,061,000 
to retire securities issued to finance the defense facilities, the rate base 
will not be reduced by this amount, hence the return on this amount 
of retired capital will continue. If the amount, on the other hand, is 
invested in plant, the cost will automatically be included in the rate 
base. 

Our finding that 534 per cent is a fair and adequate rate of return 
becomes specious in the light of the excessive allowance for income 
taxes. Obviously the return to Panhandle and Trunkline will be a 
higher percentage under the most adverse assumptions to them, and 
will likely be even higher in the course of years because of the doubt- 
ful legality of disallowing actual taxes, because of the regulatory lag 
in fixing just and reasonable rates, and because the anticipated yearly 
tax adjustment, $548,000, will not be large enough by itself to justify 
the institution of a formal rate case. 

Assuming, as I do, that Congress intended utilities to recover 
rapidly their investment in defense facilities, in my dissenting opinion 
in Docket No. R-126, I suggested a method of handling this matter 
which conforms to that purpose and which, at the same time, would 
protect the rights of consumers. This method simply provides for the 
allowance of additional depreciation expense in the computation of 
the cost of service. After all, it was accelerated depreciation which 
Congress allowed. 

Utilities claim they need the dollars represented by the tax saving 
in their financing. I would give the amount to them, not by padding 
the tax account, but by increasing the depreciation allowance in an 
equivalent amount. Thus, I would accelerate depreciation for five 
years by the total amount of tax savings, $12,605,000. The cash gen- 
erated by this special allowance could be used to liquidate in part the 
investment in defense facilities. In accordance with almost universal 
practice in this country, the rate base would be reduced as the invest- 
ment in plant is recovered from customers. Thus when customers 
have paid $12,605,000 toward the amortization of the investment in 
plant, the amount of investment on which they would be required 
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to pay a return would be correspondingly reduced. Manifestly, when 
customers have returned to the utility a substantial part of the invest- 
ment in plant, they should no more be required to continue to pay a 
return on that part than the utility should be required to pay interest 
on the part of its debt which has been liquidated. (Safe Harbor 
Water Power Corporation v. F.P.C., 5 FPC 221, affirmed 179 F. 2d 
179, certiorari denied 339 U.S. 957. 

The foregoing method would save the utility whole; it would permit 
a rapid recovery of a large part of the investment in defense facilities; 
it would afford reasonable protection to customers. 

The protection to the customers may be gleaned from the fact that 
after the $12,605,000, mentioned above, has been allowed as additional 
depreciation expense, the rate base would be reduced by that amount. 
At 534 per cent rate of return, with attendant income tax adjust- 
ments, the amount of the rate reduction would approximate $1,507,000 
a year. Under this method the rate payers would get credit for the 
amount they pay for the return of capital to the company. Under 
the method prescribed by the majority, rate payers would pay the 
same amount, but they would get credit for a very small part of the 
capital repaid. 

I have previously pointed out that the majority deduct 75 per cent 
of one year’s tax savings in the computation of the rate base. In 
Docket No. R-126 the contention that the amount of tax savings 
which would accrue during the 5-year amortization period should be 
deducted from the rate base, was discussed by the majority and 
specifically rejected : 

Still another contention which was advanced was that the amount of tempo- 
rary cash savings which would accrue during the five-year period of accelerated 
amortization should be charged to the depreciation reserve and thereby deducted 
from the rate base of the utility on the theory that it is equivalent to customers’ 
contributions, and therefore the utility should not be allowed to earn on these 
amounts. 

This argument is fallacious. The particular customers of a particular utility 
have not made this cash temporarily available to the utility. 

The instant decision of the majority in a measure departs from the 
principle so recently announced. It departs from the principle by 
deducting 75 per cent of the tax savings for the test year in the 
computation of the rate base. 

The majority do not state why 75 per cent of the tax savings is 
deducted in the computation of the base. Obviously the 75 per cent 
is lifted, quite erroneously, from decisions of this Commission which 
have deducted 75 per cent of taxes actually payable. But the reason 
for deducting 75 per cent of actual taxes does not apply to tax savings. 
The majority have been guided by form and not by substance in this 
matter, for clearly the very reason which justifies the deduction of 
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75 per cent of actual taxes in the computation of the base, justifies 
the deduction of the full amount of tax savings (not 75 per cent of 
one year’s savings) in the computation of the base. 

The reason for deducting 75 per cent of actual taxes in the com- 
putation of the base is that on the average the utility has available 
75 per cent of the tax accruals before the taxes are payable to the 
Government. Thus taxes on 1953 income are not payable until 1954 
and 1955. The utility, in the meantime, has the use of such tax funds 
advanced by customers. 

It has quite generally been held that income tax funds advanced by 
customers may be used by the corporation for its ordinary corporate 
purposes (but not the payment of dividends) until required to be 
turned over to the Government and, accordingly, the average amount 
thereof should reduce the capital on which consumers must pay a 
return. The 75 per cent, therefore, is the average amount of the actual 
tax accrual funds which are available to the corporation. This is 
clearly shown by our leading opinion on the subject: 


It has been recognized by this Commission * and other regulatory bodies * that 
present methods of paying corporate Federal income taxes provide a utility with 
large amounts of cash working capital. It is obvious that in each month’s 
revenue collected by a utility there is included a certain amount of Federal 
{income taxes since the utility’s rates are designed to include a proportional 
amount of Federal income taxes to be paid from such revenue. The collection 
of such taxes from the consumer, however, is made months in advance of the 
time the tax is paid. 

Under this method of payment, it follows, therefore, that the customer has 
provided the utility with relatively large amounts of cash working capital which 
are available for corporate purposes. Certainly so long as the consumer bears 
the burden of Federal income taxes through rates, we are of the opinion that 
the utility should not realize a return from these working capital funds thus 
furnished by the rate payers. (Opinion No. 226, Alabama-Tennessee Natural 
Gas Company, Docket No. G-585, 11 FPC 75, 80). 


5In the Matter of Canadian River Gas Company et al., Docket Nos. G—124, G—118 and 
G-121, 3 FPC 32, 52; In the Matter of Panhandle Eastern Pipe Line Company, et al., 
Docket Nos. G—200 and G—207, 3 FPC 273, 283; In the Matter of Interstate Natural Gas 
Company, Inc., Docket Nos. G—149 and G—132, 3 FPC 416, 425; In the Matter of Cities 
8ervice Gas Company, Docket No. G—141, 3 FPC 459, 478. 

* Potomac Electric Power Co. v. Public Utility Comm. Dist. of Columbia, 55 PUR (NS) 
65, 82 (1944), aff’d 158 F. 2d 521, 533 (1946), cert. denied, 331 U. S. 816 (1947) ; no cash 
working capital was allowed by Kentucky Public Service Commission in Re Southern Bell 
Telephone Company, 88 PUR (NS) 1, 4 (1951), and by Georgia Public Service Commission 
in Re Georgia Power Company, File 19314, Docket 206U (2-15-52), on the basis that 
accrued taxes were more than sufficient to provide cash working capital requirements of 
respective companies; New York Telephone Company, 84 PUR (NS), 267 (1950) ; Pacific 
Gas € Electric Company, 82 PUR (NS), 473 (1950). 


The majority clearly state that the tax savings will not be payable, 
even under their own theory of deferment, until the post-amortization 


period. Thus, instead of 75 per cent of one year’s tax accruals, the 


tax savings will be available in increasing amounts during the amor- 
468918—61——11 
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tization period and in diminishing amounts during the succeeding 
20 years or so. 

Clearly the reasoning in the Alabama-Tennessee case which we have 
consistently followed since that decision was handed down requires 
the deduction of the full amount of the tax savings. There is no basis 
whatsoever, in fact or in logic, for the deduction of 75 per cent of the 
tax savings for one year only. 

Accordingly, while I am naturally pleased that the majority have 
come to my way of thinking to the extent of 75 per cent of the tax 
savings in one year, I greatly regret that they will not follow the 
logic of our past decisions and go the whole way with me in this 
matter. 

Apparently, one of the reasons the majority will not adopt the 
method I suggest is because they do not want to disturb normal 
depreciation accounting. This strikes me as an unrealistic argument 
in view of their apparent willingness to mess up tax accounting, not 
for five years only, but for a period extending from 30 to 100 years, 
In fact, there is nothing unusual in accelerating depreciation expense. 
The practice has been resorted to many times because of speed up in 
production, unusual obsolesence, and for other reasons. It is a funda- 
mental principle of depreciation accounting that where conditions 
change, depreciation rates must be changed. Accordingly, we do not 
expect to have constant depreciation rates throughout the life of any 
given property. Change in rates is an essential ingredient in depre- 
ciation accounting. The doctoring of the tax account whereby more 
than the actual taxes are shown as an expense for some years and less 
than actual taxes are recorded as an expense for many years there- 
after, certainly is novel. In fact, it is so unwieldly that I confidently 
predict that the scheme will be abandoned long before the plan has 
run its scheduled course. 


Drarer, Commissioner, dissenting : 

I dissent from the action of the majority in granting Panhandle 
Eastern Pipe Line Company an annual increase in rates of $12,778,864, 
a large portion of which is, in my opinion, wholly unjustified. 

It has always been, and still is, my firm conviction that as an 
appointed member of this regulatory Commission I am bound to 
administer the organic legislative enactment which expresses the will 
of the Congress with regard to the subject matter intended to be 
regulated. With that precept in mind, and with my understanding 
of the Congressional will as expressed and as interpreted by legis- 
lative history and court decisions for a number of years, I find that 
I cannot agree with the majority of my colleagues that there is in the 
Natural Gas Act such latitude as will permit the establishment of 
what the majority admits is a new departure in the field of rate- 
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making. I refer, of course, to the concept of eliminating from the 
cost of service all costs relating to production properties and, in lieu 
of the long-established regulatory policy of recognizing such costs, 
assigning a commodity value or “field price” to the natural gas which 
Panhandle produces from its own wells and sells. 

In December, 1945, Senator Burton K. Wheeler, at that time Chair- 
man of the Senate Committee on Interstate and Foreign Commerce, 
and, in my humble opinion, an eminent authority on regulatory com- 
mission matters, made the following succinct statement in an article 
written for the Federal Power Commission’s Silver Anniversary Issue 
of the George Washington Law Review: 





The Commission’s duties are prescribed by Act of Congress. It is “charged 









) with the enforcement of no policy except the policy of the law.” ** Its decisions 

l are to be made according to the mandates of the statute and in the “exercise of 

: the trained judgment of a body of experts,” ** informed by their experience and 

: the record made before the Commission. The Commission is given discretion 

| within the ambit of its authority, but must observe with strict fidelity the 

mandates of Congress set forth in its jurisdictional statutes, as interpreted by 

" the courts. [Emphasis supplied.] 

; 16 Humphrey’se Evecutor v. United States, supra note 12 at 624 (295 U. S. 602). 

P Ibid. 

The underscored language speaks for itself. 

t And Chief Justice Hughes speaking for the Supreme Court in Lone 

y Star Gas Company v. Texas, et al, on May 16, 1938, epitomized a 

4 principle which I believe to be still controlling in its field when he 

7 said: 

z * * * In ascertaining what would be a reasonable rate of charge for this 

7 Texas gas supplied to Texas consumers, it was not only fair but manifestly 

y necessary to take into account the value of the production properties in Texas 

is from which the gas was taken and also the value of the transmission line by 
which the gas was brought to the city gates of the Texas communities. * * * 
[Emphasis supplied.] 

1 The Natural Gas Act provides in Section 4 (a) that “All rates and 

7 charges * * * shall be just and reasonable, and any such rate or charge 

A that is not just and reasonable is hereby declared to be unlawful.” 
In Section 5 (a) it is provided that after hearing “the Commission 

- shall determine the just and reasonable rate * * * and shall fix the 

to 39 “ sac} > ’ 

“11 same by order and the Commission may order a decrease where 

existing rates are unjust * * * unlawful, or are not the lowest reason- 

be able rates.” 

né There is, I believe, no disagreement anywhere with the statement 

we of the Supreme Court in the signal case of Federal Power Commis- 

at ° : 

| sion v. Hope Natural Gas Company? (to which recourse, for one pur- 

7 pose or another, is so often taken) that “Congress, however, has 

te- 2 304 U. 8. 224, 238 (1938). 





2320 U. S. 591 (1944). 
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provided no formula by which the ‘just and reasonable’ rate is to be 
determined” (p. 600). But Panhandle and others have seized upon 
this lack of explicit Congressional directive to urge that administra- 
tive discretion has practically no limit. And the majority opinion 
herein seems almost eager to agree. 

In January of 1944, the five members of this Commission as it was 
then constituted, including myself, made the following observation 
in the conclusion to a report entitled, “The First Five Years Under 
The Natural Gas Act”: 


At the time of its enactment, some doubts were expressed as to whether the 
fundamental principles, which had been found to be applicable to the regulation 
of utilities having a substantial permanent physical plant, could be properly 
applied to an industry whose property consisted in large part of natural-gas 
reserves which were being continuously drawn upon in its operation. 

Experience has shown, it is believed, that such principles of regulation are 
not only applicable to the natural-gas industry but that they are peculiarly 
necessary in relation to such an industry for the protection of consumers and 
investors, as well as for the promotion of the public interest. 

. + + * 7 = s 

The determination of natural-gas rates on the basis of actual legitimate in- 
vestment, in accordance with the intent of the Congress, has been thoroughly 
justified and the fundamental principles involved in such determination have 
been approved by the United States Supreme Court. From a practical stand- 
point, a striking demonstration of the soundness of this method of rate de- 
termination is to be found in the large number of cases in which natural-gas 
companies have accepted or voluntarily made rate reductions conforming to 
this standard, without contest and without litigation. It is obvious that cor- 
porations would not agree to such reductions, aggregating millions of dollars 
annually, if they were not convinced that both the methods and results are 
sound and reasonable. [Emphasis supplied.] 


As far as I am concerned, that statement is just as valid today as 
it was then. Until the present case, although there have been sporadic 
instances of argument in formal rate cases for the allowance of “field 
price” instead of a figure arrived at by the so-called “rate-base” 
method as an element in rate proceedings, these arguments have 
always been considered and rejected. Now it seems that the majority 
of this Commission is persuaded that the “ultimate public interest 
will be better served by permitting the pipe-line [Panhandle] to 
receive for the gas which it produces a price reflecting the weighted 
average arm’s length payments for identical natural gas in the fields 
(and sometimes from the very same wells) where it is produced than 
through the application of the ‘rate base’ method to this commodity.” ® 
I have followed conscientiously the reasoning advanced for this 
reversal of a policy which this Commission has consistently employed 
for about 15 years in the regulation of natural gas companies, but I 
cannot convince myself that in the present state of the law and the 


3 Majority Opinion, p. 76. 
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clear decisions of the courts thereunder, as I understand them, we can 
legally inaugurate such a basic and far-reaching change of position 
on this question. Nor do I believe such a policy should be inaugurated 
aside from its doubtful legality. I shall endeavor to support my view 
as briefly as possible. 

Before presenting what I consider to be cogent authority for the 
stand which I take on this question, it seems desirable to mention 
several matters which tend to divert attention from objective analysis 
of the merits of the new and novel method of regulation which is 
being adopted by the majority. 

First, this is not a case of choosing between a method of rate-making 
proposed by the Commission’s staff and a method proposed by Pan- 
handle. While at the outset of the majority’s discussion of the treat- 
ment of gas produced by Panhandle there is recognition of the fact 
that the staff adhered “to the method which the Commission has tradi- 
tionally followed in treating pipe-line produced gas for rate-making 
purposes,” thereafter in the majority opinion this becomes obscured 
by repeated use of phrases such as “the staff’s approach,” until it seems 
to become a matter of choosing between contentions of Panhandle on 
the one hand and of the staff on the other. The fact is that this is a 
case of choosing between the method of regulation followed by this 
Commission for about 15 years and a method of rate-making proposed 
by Panhandle. 

Second, contrary to the implications of the majority opinion, the 
Commission’s adherence to its long-established basis of rate-making 
was not a blind one without regard for economic factors and conse- 
quences. As was said by Mr. Justice Douglas for the Supreme Court 
in the Hope case in answer to just such a claim (320 U.S. at 615): 

It is suggested that the Commission has failed to perform its duty under the 
Act in that it has not allowed a return for gas production that will be enough 
to induce private enterprise to perform completely and efficiently its functions 
for the public. The Commission, however, was not oblivious of those matters. 
It considered them. * * * [Emphasis supplied.] 

This question of the appropriate rate-making treatment of produced 
gas has been the subject of consideration and reconsideration by this 
Commission on several occasions during the past 15 years. It was 
exhaustively considered in our natural gas investigation in Docket 
No. G-580 and in the legislative proposals which ensued.* It was the 
subject of consideration in rate cases such as, for example, City of 
Pittsburgh, et al. (7 F.P.C. 112), where, contrary to the view of the 
majority, that consideration was neither perfunctory nor limited to a 
question of law. As reference to the opinion in that case quickly 
reveals (7 F.P.C. 117-121), the Commission discussed the evidence 


*Moore-Rizley Bill (H. R. 4051, 80th Congress) and Smith-Wimberly substitute. 
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and the merits of the proposal to allow a field price for produced 
gas and concluded as a matter of law that it was “not necessary in 
the light of the Natural Gas Act and the decisions of the Supreme 
Court to use the field price method.” On the merits of the proposal, 
the Commission said that “the public interest will best be served 
through continued adherence to the cost method of regulation and 
its application to the production of natural gas by natural gas com- 
panies.” [Commissioners Wimberly and Smith dissenting.) That 
decision was issued on September 2, 1948. 

Third, the judicial sanction of the Commission’s method of rate 
regulation which the majority has now reversed has not been entirely 
limited to a holding that that method did not constitute an abuse of 
administrative discretion and as a matter of law was within the Com- 
mission’s authority. The Courts have stated that our former method 
enables the natural gas companies to maintain their financial integrity, 
to attract capital, to pay all of their costs of service, and to declare 
and pay a reasonable share of the profits as dividends.’ This, to my 
mind, is sufficient approval of the results attained under our rate- 
base method. 

I am very much impressed with certain forceful statements of the 
U.S. Court of Appeals for the 8th Circuit in the recent case of State 
Corporation Commission of Kansas v. F.P.C. and Northern Natural 
Gas Company v. F.P.C.:° 


Through the course of years the Commission has established its method of 
regulating a natural gas company’ by first ascertaining its costs and then com- 
paring such costs with the charges exacted from its customers. The essential 
factor of the method is a system of accounting that shows such costs and that 
is the system that has been imposed on the natural gas companies. It includes 
no means of showing values of the companies’ properties, but by virtue of the 
showing of the costs and the charges the Commission has been kept informed 
of the relation between what they paid out and what they took in, and has been 
able through that knowledge to uniformly regulate them during a number of 
years. 

* + = * * 7 + 

This court is firmly committed that no reversible error is inherent in the 
Commission’s method of regulation. [Citing the 1944 Panhandle case, the 
Canadian River Gas Company case, and the Hope case.] 

In the absence of the order of the Kansas State Commission [the 8¢ attribu- 
tion order] there could be no questioning of the Commission’s power to regulate 
on the cost basis the charges Northern makes for gas it produces from its own 
wells in the Hugoton Field and sells in interstate commerce for resale. The 
Supreme Court holds on full consideration that the regulation of a natural gas 
company’s charges may be made by the Commission through that method with- 


out consideration of values of the gas in the field or at the company’s well heads. 
[Emphasis supplied.] 


SF. P. 0. v. Hope Natural Gas Co., 320 U.S. 591, 605. 
#206 F. 2d 690 (Certiorari denied by Supreme Court on January 4, 1954). 
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In Panhandle Eastern Pipe Line Company v. F.P.C., 324 U. S. 635, the company 
contended that “it was incumbent on the Commission to determine the field 
price or actual field value in the areas in which petitioner produces gas,” but 
the Supreme Court affirmed this court’s rejection of the contention. In Colorado 
Interstate Gas Co. v. Commission, 324 U. S. 581, the court established the 
legality of the Commission’s method in the regulation of charges of a natural gas 
company regardless of the company’s claim that its gas had a fair value at the 
well heads far in excess of its costs. The law as established by the Supreme 
Court in these cases and in the case of F.P.C. v. Hope Natural Gas Company, 
320 U. S. 591, is that Congress has vested the power in the Federal Commission 
to regulate in the national interest the charges natural gas companies may make 
for the gas they sell in interstate commerce for resale and that in accomplishing 
the regulation the Commission is free from the compulsion of giving any weight 


to the element of value of the companies’ gas at the well heads. [Emphasis 
supplied. ] 


[Footnote 7: As to Northern in this case this method involved the determination of a 
rate base consisting of Northern’s gross investment in its production and transportation 
properties, less accrued depletion and depreciation associated with those properties, plus 
a working capital allowance, and the application to that rate base of a “fair rate” of 
return designed to produce revenue reimbursing Northern for its actual costs of service, 
including the actual cost of gas produced and purchased by Northern to render the service, 


interest on long term debt, and a fair return on its common stock and surplus (the equity).] 
{Emphasis supplied.) 


This matter of attempting to give a natural gas company a higher 
price on each unit of gas produced was dealt with directly and specifi- 


cally in the Hope case in the following language (320 U. S. at 608) : 


* * * West Virginia contends that the Commission in fixing a rate for natural 
gas produced in that State should consider the effect of the rate order on the 
economy of West Virginia. It is pointed out that gas is a wasting asset with a 
rapidly diminishing supply. As a result West Virginia’s gas deposits are be- 
coming increasingly valuable. Nevertheless the rate fixed by the Commission 
reduces that value. * * * It is also pointed out that West Virginia has a large 
interest in coal and oil as well as in gas and that these forms of fuel are com- 
petitive. When the price of gas is materially cheapened, consumers turn to that 
fuel in preference to the others. As a result this lowering of the price of natural 
gas will have the effect of depreciating the price of West Virginia coal and oil. 

West Virginia insists that in neglecting this aspect of the problem the Com- 
mission failed to perform the function which Congress entrusted to it and that 
the case should be remanded to the Commission for a modification of its order. 

We have considered these contentions at length in view of the earnestness with 
which they have been urged upon us. We have searched the legislative history 
of the Natural Gas Act for any indication that Congress entrusted to the Com- 
mission the various considerations which West Virginia has advanced here. 
And our conclusion is that Congress did not. [Emphasis supplied.] 


If the Supreme Court of the United States concludes that the 
legislative history of the Natural Gas Act reveals no indication of 
a Congressional intent to entrust this Commission with the responsi- 
bility of fixing rates at a level based upon local considerations of a 


purely economic nature, I am satisfied that research in that direction 
should be at an end. 
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Mr. Justice Reed, who dissented in the Hope case with regard to the 
narrow issue of the Commission’s disallowance of an item of invest- 
ment in exploratory operations and certain other specific costs, never- 
theless expressed strong approval of our decision fixing rates on the 
basis of cost of service when he said, at page 623: 


So far as the Commission went in appraising the property employed in the 
service, I find nothing in the result which indicates confiscation, unfairness or 
unreasonableness. Good administration of rate-making agencies under this 
method would avoid undue delay and render revaluations unnecessary except 
after violent fluctuations of price levels. Rate making under this method has 
been subjected to criticism. But until Congress changes the standards for the 
agencies, these rate-making bodies should continue the conventional theory of 
rate-making. It will probably be simpler to improve present methods than to 
devise new ones. [Emphasis supplied.] 


The sentence which I have underscored above represents exactly my 
understanding of the present state of our directive from Congress 
and the Supreme Court—that we should continue to observe the 
methods which we have followed from the inception of Federal 
regulation of the natural gas industry. 

I do not dispute the fact that the weight of judicial authority, 
especially the Hope case, says that this Commission is “not bound to 
the use of any single formula or combination of formulae in deter- 
mining rates.” I do, however, maintain that whatever formula we use 
must be within the limits of the conventional pattern so long recog- 
nized and approved by the courts. I cannot agree with the majority 
that the permissive statement—“is not bound to the use of any single 
formula”—gives us the leeway which they claim. In my humble 
opinion, the force of this type of expression as a directive to change 
our methods is far out-weighed by the following language to be found 


at page 616 of Mr. Justice Douglas’ opinion in the aforesaid Hope 
case : 


The Committee Report stated that the Act provided “for regulation along 
recognized and more or less standardized lines” and that there was “nothing 
novel in its provisions.” H. Rep. No. 709, supra, [75th Cong., 1st Sess.] p. 3. 
Yet if we are now to tell the Commission to fir the rates so as to discourage 
particular uses, we would indeed be injecting into a rate case a “novel” doctrine 
which has no express statutory sanction. The same would be true if we were 
to hold that the wasting-asset nature of the industry required the maintenance 
of the level of rates so that the natural gas companies could make a greater 
profit on each unit of gas sold. Such theories of rate-making for this industry 
may or may not be desirable. The difficulty is that § 4 (a) and § 5 (a) contain 
only the conventional standards of rate-making for natural gas companies. * * * 
If the standard of “just and reasonable” is to sanction the maintenance of high 
rates by a natural gas company because they restrict the use of natural gas for 
certain purposes, the Act must be further amended. [Emphasis supplied.] 
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As I understand the philosophy of the majority in the Panhandle 
case before us, it seeks to give this natural gas company a greater 
profit on each unit of gas sold for reasons which stem directly from 
the wasting-asset nature of the gas which they produce. Unless I 
cannot comprehend plain English, the second underscored sentence 
in the excerpt just above quoted declares that such a practice “would 
indeed be injecting into a rate case a ‘novel’ doctrine which has no 
express statutory sanction.” The majority herein, however, appar- 
ently feel that when “express statutory sanction” does not exist, it may 
be implied. Their arguments in that direction do not convince me. 

I do not question the fact that Mr. Justice Jackson in his dissent 
in the Hope case, upon which the majority herein dwells so strongly, 
is clear and unmistakable as to his position that the “field price” 
method should supersede the “rate-base” method in treating natural 
gas produced by natural gas companies from their own wells. But I 
feel that I am certainly not free to express a personal view on the 
rightness or wrongness of his argument; much less am I free to cast 
a vote in favor of a change from our established practice in this regard 
on the strength of Mr. Justice Jackson’s convictions. 

Contrary to the claim of the majority in the case before us, I do 
not believe that the dissents of the four members of the Supreme 
Court in Colorado Interstate Gas Company v. F.P.C." support the 
particular views of Mr. Justice Jackson in the Hope case as to the 
desirability of a change to this new method of assigning a “field price” 
to gas produced by pipeline companies and sold by them. The dissents 
in the Colorado Interstate case were based solely on the proposition 
that in their view the inclusion in the rate base of the investment in 
production and gathering facilities was regulation of production and 
gathering, and, therefore, as a matter of law, was prohibited by the 
exemption of Section 1 (b) of the Act. A careful reading of these 
dissents clearly reveals, however, that the minority there did not 
question the wisdom of the Commission’s method. 

As the record stands, then, only one Justice has questioned the 
wisdom of this Commission’s long-standing approach. But his views, 
which the majority summon to their assistance in justification of the 
reversal of the Commission’s established method, are in fact not 
carried out by them. In view of their reliance upon his dissent in the 
Hope case and in his concurring opinion in the Colorado Interstate 
case, one would expect to find the majority’s method curing the 
allegedly “delirious results” which he saw in the rate-base method. 


7324 U. S. 581 (1945). 
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Instead, analysis of the new method shows that the majority have 
actually paid little attention to Mr. Justice Jackson’s views, have 
disregarded the tests he would apply and have adopted a method 
which will result. in the same “delirious results” he criticizes. 

Mr. Justice Jackson expressed dissatisfaction with the traditional 
rate-making methods used by the Federal Power Commission. He 
would have the Commission allow a price for produced gas which, 
as he saw it, would promote the interests of society. He was strongly 
of the opinion that low industrial rates discriminate against domestic 
consumers; that the Commission’s regulatory policy did nothing to 
alleviate such discrimination; and that a policy should be adopted 
which would alleviate the discrimination. Additionally, he argued 
(p. 652) that: 

The function which an allowance for gas in the field should perform for so- 
ciety in such circumstances is to be enough and no more than enough to induce 
private enterprise completely and efficiently to utilize gas resources to acquire 
for public service any available gas or gas rights and to deliver gas at a rate 
and for uses which will be in the future as well as in the present public interest. 
[Emphasis supplied.] 

The majority, however, have adopted no method which strikes at 
the discrimination pointed out by Mr. Justice Jackson. Nor do the 
majority give consideration to the test proposed by him—namely, 
that the allowance for gas produced by Panhandle should “be enough 
and no more than enough to induce private enterprise completely and 
efficiently to utilize gas resources * * *.” The majority apparently 
simply accept Panhandle’s claims. No test was made to ascertain 
whether the annual additional revenues of $3,571,448° which the 
majority give Panhandle for its own produced gas are too great or 
too small to achieve the social objectives thought desirable by Mr. 
Justice Jackson. No test was made to ascertain whether the addi- 
tional annual net profit of $1,612,533 after taxes given Panhandle’s 
stockholders by the majority are too little or are more than necessary 
to induce Panhandle to utilize completely and efficiently its gas 
resources and to acquire for public service any available gas or gas 
rights. No test was made to ascertain whether the rate of return of 


® Reference is made several times in the majority's opinion to the Commission’s prac- 
tice of “pricing” pipe-line produced gas. Such statements are wholly erroneous for the 
Commission has never “priced” pipe-line produced gas as such. The only pricing of 
gas by the Commission has occurred in the establishment of rates for the sale of natural 
gas in interstate commerce for resale. In each rate proceeding the Commission has 
determined a system cost of service. All costs including those related to the production 
of natural gas are combined in making an overall determination of the reasonableness 
of the rates involved. The instant case is the first in which the Commission has 
carved out the production function of a natural gas company and treated it as & 
separate enterprise—a non-utility business. 

® Majority Opinion, p. 63. 
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6.87 per cent which is the actual result of the majority action!® is 
enough or more than enough to attract the capital required by Pan- 
handle to carry on its public utility business including the acquisition 
of a gas supply at the lowest reasonable cost to the consumer. 

As for the failure to eliminate the “delirious results,” I had 
assumed, upon reading the majority opinion, that surely the discrimi- 
nation between the various classes of producers alleged to contaminate 
the rate-base method had been corrected through Panhandle’s method, 
that the majority had done away with the alleged evils of the cost 
standard of regulation which are said to produce “delirious” and 
“capricious” results because gas coming from a single well might 
carry three prices depending upon the respective ownerships. 

But examination of the record reveals that the majority leave such 
problems yet unsolved. All that has happened through adoption of 
Panhandle’s method by the majority has been a relative change in the 
three prices. The field prices allowed by the majority for gas produced 
in the Panhandle Field in the State of Texas is 7¢ per Mcf (16.4 lbs.) 
whereas Panhandle’s average wellhead cost of purchased gas in that 
field for the first six months of 1952 was 4.3528¢ (16.4 lbs.) (Exhibit 
568).11_ Moreover, the royalty owners receive still another price—the 
average being 6.952¢ per Mcf (16.4 Ibs.) (Exhibit 568). Thus, under 
Panhandle’s method which the majority adopts, for the same gas, 
often from the same well, there are three different prices. Panhandle 
is receiving one price, 7¢, for its produced gas, royalty owners another 
price, and the other producers who put gas into Panhandle’s system 
in Texas still another price, on the average only 2/3rds as much as 
Panhandle.’ 

Another example of the so-called “delirious result” of the rate-base 
method which the majority fails to correct concerns the gas handled 
by Phillips Petroleum Company at its Sneed Plant in the Panhandle 
Field. Gas which Panhandle produces and purchases is turned over 
to Phillips for processing and is returned to Panhandle at the plant 


1°The 5%% rate of return found to be the fair return to which Panhandle is en- 
titled is not the actual rate of return which Panhandle will receive under the majority 
opinion. See Appendix A hereto. 

“Some producers selling to Panhandle in this field receive as little as 2.5¢ per Mcf 
(16.4 Ibs.). The prices vary from 2.5¢ to 6.1567¢ per Mecf (Exhibit 574). 

“2It may be of interest to note that the majority do not follow a consistent policy 
of pricing gas in each field where Panhandle produces gas. The Commission has in 
each instance followed Panhandle’s example of selecting the weighted average method 
which will produce the highest weighted average for Panhandle’s gas. Thus in respect 
to Kansas and Oklahoma prodzction the prices paid by other pipeline companies are 
averaged in with the prices paid by Panhandle. But in the Texas Panhandle Field 
where the prices paid by Panhandle and other pipeline companies are in the neighbor- 
hood of 4.3528¢ (16.4 lbs.), they have been discarded in favor of a finding of the 
Texas Railroad Commission of the current market value of gas at the wellhead 
because recognition of prices in the same manner as was done with respect to Kansas 
and Oklahoma would require a value for Panhandle’s production of much less than 7¢ 
per Mef. 
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outlet. This gas is priced by Panhandle and the majority at 7¢ per 
Mcf. Yet Panhandle purchases a large volume of residue gas from 
Phillips at this plant which is commingled with Panhandle’s produced 
and purchased gas and is delivered to Panhandle through the same 
plant outlet pipe. The majority’s price for the gas purchased from 
Phillips is 4.5¢ per Mcf (16.4 lbs.) (Exhibit 574). In other words, 
Panhandle will receive more for its own gas under the majority 
method than do Phillips and other producers which sell their gas to 
Panhandle. Multiple prices of gas going to the same consumers will 
still prevail despite the lack of “economic sense” attributed to this 
situation by the majority in their opinion. 

Not only have the majority adopted a method which does not cure 
the alleged defects of the rate-base method but the method adopted 
by the majority provides no objective standard or test for determining 
the weighted average field price which is an essential ingredient of 
the method adopted. Analysis of the evidence relied on by Panhandle 
and my associates reveals that it provides no valid standard or basis 
for determination of the weighted average field price. 

Exhibit 565 of the record shows that the weighted average field 
price used by the majority for Panhandle production in the State of 
Kansas of 8.4843¢ per Mcf (16.4 Ibs.) 1* was based solely upon the 
application of what are purported to be contract prices of five pipe- 
line companies, including Panhandle, to the “allowables” +* for the 
single month of August 1952. Similarly, the Oklahoma weighted field 
price of 11¢ per Mcf (16.4 lbs.) was computed from unit prices 
ascribed to three pipe-line companies, including Panhandle, as applied 
to the “allowables” for the same month. With respect to the Kansas 
and Oklahoma purported contract prices, it appears from the exhibit 
and the testimony (T. 13882, 13883) that such prices in most instances 
represent the minimum wellhead prices prescribed by the Kansas and 
Oklahoma Commissions rather than the arm’s length bargained-for 
prices as represented by the majority. Most of the contracts listed on 
the exhibit were negotiated, executed and became effective long prior 
to the promulgation by the Kansas and Oklahoma Commissions of 
the minimum price orders while the unit prices used in the exhibit 
correspond with the minimum prices specified in such orders rather 
than the contract prices. There is, therefore, no arm’s length bar- 
gained-for price involved at all in most of the cases. This is all the 


% The majority have upped this price to 9.4978¢ in recognition of the Kansas Cor- 
poration Commission’s gas measurement order. 

% The “allowables” are the production quotas assigned to wells by the Kansas and 
Oklahoma Corporation Commissions. 
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more true by virtue of the majority’s recognition of the Kansas gas 
measurement order now under attack in the courts. 

Whether the gas purchased by these pipe-line companies from the 
various producers was of comparable quality, Btu content, liquid 
hydrocarbon content or pressures, or whether all other conditions 
were comparable is not disclosed by the record.'® Moreover, the field 
prices having been determined on the basis of the allowed production 
for one month, the record does not disclose whether the actual “takes” 
from the various producers correspond on an annual basis, propor- 
tionally with the “allowables” for the month of August. 

As for the Texas price of 7¢ (16.4 lbs.) used by the majority for 
the Panhandle Field production, it was predicated upon a finding by 
the Railroad Commission of Texas dated December 8, 1952, that the 
current market price being paid at the wellhead in that field for the 
first six months of 1952 was 6.937¢ per Mcf (Exhibits 567, 568) .1° 

From these exhibits and testimony it appears that the current 
market price is derived solely from an exhibit prepared and presented 
in a routine fashion to the Railroad Commission of Texas by an 
employee of Natural Gas Pipe Line Company of America which sets 
forth the production and purchases of natural gas at the wellhead 
of nine pipe-line companies, including Panhandle, for a six-month 
period together with the “value of production”—the latter being 
described as determined by the amounts paid as royalties by the pipe- 
line companies and by prices for gas purchased (T. 14968, 14971). 
Of the total volumes of gas “valued” under the Texas Commission’s 
findings, only 1114 per cent thereof were “valued” at prices paid 
pursuant to gas purchase contracts, the balance of 8814 per cent being 
pipe-line company production valued on the basis of royalty payment 
rates, 

I do not want to be understood as criticizing the method employed 
by the Texas Railroad Commission in a determination made pursuant 
to Texas law. Neither do I want to be understood as saying that the 
prices in contracts with other producers in the Panhandle and Hugo- 
ton Fields were agreed upon with the expectation that the pipe-line 





%In suggesting that Congress amend the Natural Gas Act to establish a fair field 
price or reasonable market value standard for gas produced by a regulated pipe-line 
company, Commissioners Smith and Wimberly recommended as follows: 

The standard applied should represent the reasonable value of residue pipe-line 
gas prepared and ready for transportation by the regulated pipe line as evidenced by 
prices paid for such gas in arm’s length transactions. Appropriate adjustments should 
be made, accordingly, for significant dissimilarities regarding such matters as quality, 
pressure, volume, location as affecting gathering requirements, and any special con- 
ditions under which gas is supplied. (Natural Gas Investigation, Smith-Wimberly 
Report, p. 11) 

% For the last six months of 1952, the determined current market price by the Railroad 
Commission was 7.49¢ based upon data similarly prepared. (Exhibits 593, 593—A) 
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company would secure the same price for its own produced gas in a 
rate case, and are therefore suspect. 

But it is not amiss to point out that with the change in Commission 
policy adopted by the majority, the prices named in new contracts or 
in renegotiated contracts cannot escape being suspect for that reason. 
This means, of course, that the Commission has provided no objective 
test or standard for determination of the price to be applied to the 
pipe-line company’s own production. The question, then, is fully 
justified : What kind of regulatory policy is this that has been adopted 
which is without guiding principles or standards which can be applied 
equitably, fairly and with certainty ? 

I am aware that the field prices which the majority have accepted 
are below the current market prices of gas in the Panhandle and 
Hugoton Fields as evidenced by more recent contracts. But this does 
not improve the quality of the figures accepted by the majority. It 
only points up my contention that the majority do not tie their allow- 
ances to any objective standard. The prices used by Panhandle in 
this proceeding may be likened to an entering wedge or “foot in the 
door” approach.17 Panhandle’s counsel conceded that his client was 
not pressing for the maximum prices that might very well be claimed 
in a case of this kind (T. 13893). 

I do not believe there is any middle ground between the cost method 
of regulation and the value method. Either one or the other must 
prevail. This was demonstrated very clearly in the experience of 
public utility regulatory commissions in following Smyth v. Ames'® 
where the Supreme Court set forth certain criteria that were to be 
taken in account in determining a fair value rate base. Through the 
passage of time and various judicial decisions, the regulatory com- 
missions found that reproduction cost received the emphasis in find- 
ings of fair value. So it will, I feel sure, be the same with respect to 
the commodity value approach adopted by the majority because 
weighted averaged field prices insofar as they apply to gas purchased 
in the field under existing contracts are meaningless as a standard.’® 


The Kansas Corporation Commission adopted an order effective January 1, 1954, 
prescribing a minimum field price of 12.31¢ (16.4 lbs.). Thus, the 9.4978¢ price used 
by the majority for the Kansas Hugoton Field production is already obsolete. This 
increase in field price when recognized as it must be under the majority method will 
add approximately another million dollars to Panhandle’s profits before taxes, which 
will be paid by consumers. 

18 Smyth v. Ames, 169 U. S. 466 (1898). 

1” This is made apparent by the testimony of Commissioner Smith in the hearings on 
the Moore-Rizley Bill, H. R. 4051, 80th Congress, where he stated (p. 120 of transcript) 
in answer to a request as to whether commodity value meant weighted average: “No, 
we do not think we should be bound to that, Senator Meyers. We do not think that 
the Commission should be tied up tight and completely to simply taking a bunch of 
prices and putting them through an adding machine and turning the crank and coming 
out with the answer.” 
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This approach has no basis in law nor in economics and is merely a 
hodgepodge of figures. 

The majority accepts and is impressed by Panhandle’s claim that 
our cost of service method would allow a net return of less than 
nothing for Panhandle’s own produced gas. The staff’s cost of service 
was prepared in accordance with Commission policies and precedents 
established in prior cases. It is summarized by functional classifica- 
tions in Exhibit 550, Schedule B-1-R. That portion of the total cost 
of service applicable to company-owned production, under the head- 
ing “Wellhead” costs, is broken down as follows: 


OEE” GUN cate ate gnc cectirnacaxcecneenetncin oeaecnbainbed oem adcnedipmctcilteaiiaaaatle $1,217,656 
Exploration and develonmnetit Comtia annie cod cc eweecn snus 595,000 
Administrative and general expenses__.......-.--_----.--_.-.... 145,161 
Depreciation, depletion and amortization._....._.._..__--...___--__. 548,263 
OOS —OCREP CAM FOGOTAl SCCM asic cme tnnnssnsennen 269,799 





PS Ge IE Cancel cacti cin Sie ceca innate 623,286 


bah iti is sel a tetris Saleh Ned teeieclass hahaa tdatta ied eteiiae 3,399,165 
These wellhead costs were included in the total cost of service and 
an allocable portion thereof assigned to jurisdictional business. 

The total gas produced in 1952 by Panhandle (Company estimate) 
was 73,005,344 Mcf at 16.4 pounds (Exhibit 550, Schedule B4c-R). 
Thus, each Mcf of gas produced carried a cost, including return, of 
4.656¢ at the wellhead. That figure is the average production cost. 
Even if this cost of production were reduced by the liquid hydro- 
carbon extraction revenues (net) of $993,306 claimed by Panhandle 
to be applicable to produced gas, and by the $537,524 claimed reduc- 
tion in tax liability resulting from the 2714 per cent statutory deple- 
tion allowance, the resulting average production cost would be 2.56¢ 
per Mcf, which is still not a negative figure. 

These figures speak for themselves. But the majority opinion in 
and of itself clearly demonstrates that Panhandle’s claim that under 
the rate-base method it receives a negative allowance of —1.24¢ at 
the wellhead for each Mcf of gas which it produces, is fallacious. 
At page 63 of their opinion the majority show that the total difference 
between their allowance for produced gas of $5,476,804 (64,451,518 
Mcf at 8.4976¢) and the cost of produced gas under the rate-base 
method including a return at 534 per cent is $4,169,052. This means, 
of course, that the rate-base method will not provide “less than 
nothing” because it is clear that the differences between these two 
figures is a positive amount; it is impossible to deduct a negative 
amount from $5,476,804 and get $4,169,052. 

The majority also take the position that it is clearly contrary to 
the Congressional intent for the Commission to take the reduction in 
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tax liability arising from statutory depletion and intangible well- 
drilling expense into consideration in determining the cost of service. 
They concede that this is the first case where the issue has been sharply 
contested but I have never before heard it argued that it is error to 
utilize the reduction in tax liability associated with statutory deple- 
tion and intangible well-drilling costs in determining the cost of 
service. Indeed, the benefits which would flow to the rate payers 
through the statutory allowance for depletion was basic to our decision 
approving the merger of Colorado Interstate Gas Company and 
Canadian River Gas Company.”° 

The majority leave much unanswered. They do not tell us whether 
the new policy is to be applied in all cases or is to be applied only in 
those cases where the natural-gas company claims a field price. In the 
recent United Fuel Gas Company case,?! the Commission followed 
the rate-base method with respect to that Company’s own gas pro- 
duction. If that was done because United Fuel made no claim for a 
field price, such action is hard to understand if the rate-base method 
has all the faults attributed to it by the majority. The same question 
is posed by the even more recent cases of Hope Natural Gas Com- 
pany”? and Natural Gas Pipeline Company of America.** 

There are undoubtedly some instances where the weighted average 
field price may be less than the natural-gas company’s own cost of 
production.** But if such were the case and the Commission allowed 
the weighted average field price, the question would arise whether the 
resulting rates are consistent with the constitutional requirement that 
the utility is entitled to the opportunity to earn a fair return on its 
investment in used and useful property devoted to public service. 
If the majority intends to permit companies to have the option of 
using the field price method or the cost method, whichever produces 
the highest profit, I believe that the public is entitled to know that 
fact at this time. 

The majority, as I have already indicated, also provide no standard 
to be followed in determining the weighted average field price. In 
this case they have avoided the problem simply by allowing what 
Panhandle has claimed. But what of future cases? Is the Commission 
going to allow whatever the natural-gas company claims, or is it 
going to test the contentions, and if so, how? Is the test going to be, 

#10 F. P. C. 105, 118-114. See also, Colorado Interstate Gas Company, Opinion No. 
235, 11 FPC 324, 337 (August 8, 1952). 

* Opinion No. 258, 12 FPC 251 (August 7, 1953). 

= Opinion No. 262, Docket Nos. G-2051 and G—2165, 12 FPC 342 (November 6, 1953). 


23 Order, Docket No. G-1697, 12 FPC 708 (December 9, 1953). 


“7 F. P. C. 112, 120, Pittsburgh 4 West Virginia Gas Company and Kentucky West 
Virginia Gas Company. 
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as the majority opinion seems to imply, how much the individual 
consumer can stand in the way of an increase? I would think that 
in abandoning the rate-base method which has been followed since 
the inception of rate cases under the Natural Gas Act, the Commission 
would have to recognize its obligation to provide answers to these 
questions now and to explain how this new method, which can only 
mean increased costs of gas to consumers, squares with the command 
of Section 5 (a) that the rates affixed by the Commission shall be the 
“lowest reasonable rates.” If a lower rate for the consumer results 
from the rate-base method which has so often been upheld by the 
courts, how can the majority be complying with the Congressional 
mandate that the “lowest reasonable rates” be prescribed when they 
give Panhandle the right to charge a higher rate? 

The majority attempts to minimize the impact of the increase in 
rates due to the difference in treatment of producing properties for 
rate-making by pointing out that the dollar impact of the majority’s 
method upon individual residential customers of the City of Detroit 
is only the small sum of 24.33¢ per month (a higher Mcf rate of only 
1.3¢) more than it would be based on the “cost” of its own produced 
gas. It must come as a distinct surprise to students of public utility 
regulation to find the Federal Power Commission employing such a 
method in justifying a rate increase. The majority should be aware 
that the test of a proposed increase or decrease in rates is not the 
impact on the individual customer. The test is, of course, whether the 
proposed rates are reasonable when measured against the company’s 
cost of service, including a fair return which the company should 
have the opportunity to recover in its rates. 

If this insignificant impact were a valid criterion, why do the 
majority here reject Panhandle’s claimed allowance for depreciation 
of $7,571,147 and find $6,824,203 to be the proper amount and in the 
process devote eleven pages of their opinion to this topic when the 
difference between the two amounts expressed in return on the rate 
base and related to all the Mcf of gas sold by Panhandle amounts to 
only the infinitesimal sum of 0.015344¢ per Mcf, or 0.3836¢ per month 
to the typical domestic consumer in Detroit? Has regulation by the 
Federal Power Commission reached the stage where the test of 
reasonableness of natural gas rates is the impact on individual con- 
sumer bills or “what the traffic will bear?” Any such concept is so 
contrary to fundamental principles of regulation to which I have 
adhered for the past 35 years that I am astonished my associates 
would use such arguments. 





468918—61——_12 
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When the Natural Gas Act became effective on June 21, 1938, the 
declaration of Section 1 (a), which reads as follows: 

It is hereby declared that the business of transporting and selling natural gas 
for ultimate distribution to the public is effected with a public interest, and that 
Federal regulation in matters relating to the transportation of natural gas and 
the sale thereof in interstate and foreign commerce is necessary in the pubdlio 
interest. [Emphasis supplied.] 
immediately vested the questions before us in this case with a public 
significance which, in the view of Congress, required Federal regu- 
lation. Thus these questions were lifted out of the category of private 
business and given a public utility status. It seems to me that Pan- 
handle and the majority of the Commission have approached the 
valuation of gas produced by this company on a private business basis. 
With that approach and its results I cannot conscientiously agree. 
I feel that there must be a clear mandate from Congress before we 
can adopt a policy so radically different from that which we have 
always followed heretofore. Recent developments would indicate that 
Congress is acutely alert to the necessity for a continuation of the 
conventional method of evaluating the production costs of natural 
gas for rate-making purposes as used by this Commission for about 
15 years. 

The majority have also added to Panhandle’s profits at a cost to 
the consumer of $1,082,570 (this applies to jurisdictional sales— 
Appendix A) by reversing another Commission policy dealing with 
the extraction of natural gasoline and other liquid hydrocarbons from 
the natural gas transported and sold in interstate commerce. Ever 
since the Hope case, the Commission has taken into consideration in 
rate determinations the revenues received from the sale of these 
natural gas liquids which are removed from the gas stream as a 
necessary incident of the efficient operation of a natural gas pipe-line 
system. Our method of handling such matter has had Court sanc- 
tion*5 and in fact it is the standard regulatory practice of the State 
regulatory commissions.”® 

The majority say that the extraction of liquid hydrocarbons by 
Panhandle and by Phillips Petroleum Company for Panhandle is not 
a requisite to the preparation of the gas for pipe-line transportation 
and hold that Panhandle’s extraction business should be treated as 
non-jurisdictional. Yet the majority admit that Panhandle’s extrac- 


% Cities Service Gas Company V. F. P. C., 155 F. 2d 694, 708 (1943). 

* United Fuel Gas Co. v. Public Service Comm., 278 U. 8S. 300 (1929); Ashton v. 
Potter Gas Co., 6 Pa. P. 8S. C. 286 (1923); Hast Ohio Gas Co. v. Cleveland, 27 P. U. R. 
(N. 8S.) 387 (1939); Columbus Gas & Fuel Co. v. Columbus, 32 P. U. R. (N. 8.) 
321 (1939); Greensburg v. Peoples Natural Gas Co., Pa. P. U. C., P. U. Fortnightly, 
Vol. 47, pages 589, 590 (1951). 
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tion operations improve the efficiency of its pipe-line system. And it 
is obvious that the gasoline extraction business cannot stand by itself; 
that a large investment in leases, wells, gathering and transmission 
lines is necessary to produce the great volumes of gas from which the 
natural gas liquids are extracted. 

Under the majority Btu method of crediting to the cost of service 
the sum of $591,700 which covers only the loss in heating value of the 
natural gas, the extraction business, held to be non-jurisdictional by 
the majority, turns up with the very handsome rate of return of 
56.71 per cent.27 Rates of return such as this bear no reasonable 
relationship to the economics of the gasoline extraction business or 
to the rate of return normally obtainable in the utility business. 

In my humble opinion, the extraction operation is an integral 
element of the natural gas business and Panhandle as a public utility 
is under a public duty to take such steps, including the extraction of 
liquids, as are necessary under prudent managerial decisions to 
achieve the maximum operating efficiency of its system at the lowest 
reasonable cost. The extraction of natural gas liquids is in effect “use” 
of the natural gas which is produced, gathered and transported at 
the expense of the consumer. If that “use” is sold at arm’s length as 
is done with the gas processed by Phillips at the Sneed plant, the 
revenue from such “use” should be credited to the cost of service. 
It is inconsistent with sound regulatory principles to permit Pan- 
handle to sell the “use” of its gas to itself for less than its fair market 
value or at less than a price that could be obtained if such “use” were 
offered upon the open market. 

The record before us does not, in my opinion, reveal the slightest 
justification for allowing Panhandle a rate of return higher than is 
necessary to meet the tests of reasonableness laid down by the United 
States Supreme Court in Bluefield Water Works and Improvement 
Company v. P.S.C., 262 U. S. 679, F.P.C. v. Hope Natural Gas Com- 
pany, 320 U.S. 591, and other decisions. And the majority at page 46 
of their opinion state: 





* * * we are duty bound to allow Panhandle and the other regulated companies 
a fair return, and no more, and this we propose to do in the present instance. 
[Emphasis supplied.] 
But while the majority find and determine 534 per cent to be the fair 
rate of return they actually permit Panhandle to collect rates which 
produce a much higher rate of return. So that it may be possible to 
ascertain the true effect of the majority decision, I have had two 
tables prepared (Appendices A and B hereto) which reveal the actual 


t Appendix B hereto. 
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income of Panhandle and the rate of return earned under the majority 
decision which divides Panhandle’s utility business into departments 
and designates portions thereof as non-utility business. 

A further point on which I take issue with the majority is the 
matter of their denial of the several petitions filed by Michigan Con- 
solidated Gas Company, the City of Detroit and the County of 
Wayne, Michigan, and certain other interveners, for the reopening of 
this case in view of the increased volume of sales by Panhandle since 
the closing of the record with the figures submitted for the test year 
1952. To my mind, a serious question is raised concerning an alleged 
increase in Panhandle’s gross annual income due to an increase in 
main line sales capacity over the capacity shown for the test year. 
Such a significant economic factor (and the majority dwell at con- 
siderable length on the economic motivation for their action herein) 
would seem to require a reopening under the Supreme Court decision 
in Atchison, Topeka & Santa Fe Railway Company, et al. v. U. 8., 
et al.?8 in which Chief Justice Hughes, speaking for the whole court, 
said : 


It is said that “in performing its legislative function of prescribing reasonable 
rates, the Commission necessarily projects into the future the results of a de- 
cision based on the conditions disclosed in the record,” and that its determina- 
tion “cannot reflect accurately fluctuating conditions.” These suggestions would 
be appropriate in relation to ordinary applications for rehearing, but are with- 
out force when over-ruling economic forces have made the record before the 
Commission irresponsive to present conditions. This is not the usual case of 
possible fluctuating conditions, but of a changed economic level. And the 
prospect that a hearing may be long does not justify its denial if it is required 
by the essential demands of justice. [Emphasis supplied.] 


I believe the allegations in the petitions before us warrant the 
reopening sought. 

Having set forth my reasons for disagreeing with the majority as 
to several of the material components of the base upon which Pan- 
handle’s rates must be computed, I deem it unnecessary to consume 
further space by detailing my agreement or disagreement with the 
numerous other issues dealt with in the majority opinion. 


% 284 U.S. 248, 261-262 (1932). 
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APPENDIX A 


PANHANDLE EasTERN Pipe LINE CoMPANY 


Docket G-1116 


[Actual rate of return allowed on investment oN ee jurisdictional sales under majority decision test 
year 


Additional return 
allowed Pan- 
handle by treat- 
ing residual ex- 


Actual return 
allowed Pan- 
handle under 


Actual return 
allowed 


Cost of service—Overall Interstate 
Using field prices for gas produ 
Using cost basis for gas produced __. 
Gross revenues from gasoline and LPG operations_. 
Cost applicable to gasoline operations, including 54 
percent return 


Revenues in excess of 534 percent allowed under 
majority decision 

Additional gas purchase cost due to escalation 
to be paid under majority decision 


Earnings in excess of 534 percent 
Federal income tax on above earnings at 52 


Return in excess of 53% percent allowed under 
majority decision 
Return at 5% percent on cost basis 


Total actual return allowed under majority 
decision 


Applicable to jurisdictional sales: 
Return in excess of 534 percent allowed under major- 
ity decision 
Return at 534 percent on cost basis 
Total return allowed under majority decision 
Net investment rate base 


Percent of actual return allowed under majority 
decision 


1 Per table 1, Appendix III, majority opinion. 
2 Applicable to jurisdictional sa 


field price 
method 


888 
(* 71, 221, 836) 


2 4, 169, 052 
(256, 987) 


traction opera- 
tions as non- 
jurisdictional 


$75, 890, 888 
(71, 721, 836) 
2, 238, 025 


(925, 765) 


5, 481, 312 
(256, 987) 





3, 912, 065 
2, 034, 273 
1, 877, 792 
9, 095, 559 


10, 973, 351 


5, 224, 325 
2, 716, 648 


2, 507, 677 
9, 166, 635 


11, 674, 312 








1, 612, 533 
8, 277, 378 


9, 889, 911 


58, 636 
578, 270 


2, 132, 167 
8, 336, 014 


10, 468, 181 











143, 954, 400 


1, 019, 757 


| 





| 144,974, 157 





, $3,571,448 and $1,082,570. 
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APPENDIX I 


TABLE 2.—Investment in gas plant by accounts, average for the year 1952 
Docket G-1116 


Intra- | Resid-| Produc- 
Account title state ual tion Gather- Trans- 
opera- | extrac- (well ing mission 
tions tion mouth) 


GAS PLANT IN SERVICE 


Intangible plant: 

301 Organization $1, 363) $4, $6, 434 $86, 464 $99, 432 
302 i 
1, 024 13, 773) 15, 837 
303. 1 Miscellaneous intangible 
123, 162 141, 633 
303. 2 Gas sales and purchase 
contracts—New 92, 749 92, 749 


Total intangible plant... é | 12, 579 imiy 316, 148 349, 651 





Natural gas producing and 
gathering plant: 

Operated leaseholds_...... 61, 1, 680, 271 1, 841, 561 
ane canes 3, 746 3, 746 

Rights-of-way--.. | | | ” x 
Field lines. : 10, 370, 136 11, 279, 568 
Other land and land rights- 3, 896) 9, 103 
Field Compressor station 
structures | =” sae - 
Field Compressor station 159, 1, 987, 496 2, 097, 397 
eld M&R | 
= {&R station struc- 
Field Mé R station equip- 123, 730) 671, 574 
ment_. . 

Other structures _ 

Other equipment. 
Gas wells—construction. --| - ann - — 
Gas wells—equipment. _ - “|p 162, 871) 8, 513, 899 9, 676, 70 
Boiler house equipment. ._ 2, 147 i 2, 147 
Drilling and _ cleaning 
equipment 3 ‘ 29, 709 
Purif. equipment—Desul- 
phurization 37, 968) 87, 968 

' 


31, 112) 428, 364 
| 





Total natural-gas pro- 
ducing and gathering 
plant 26, 282, 749 





| Products extraction plant: | 
Structures. | 9, 2 119, 345 
ee | 37, 433] 523, | ‘ 560, 531 





Total products extrac- 
tion plant 37, 433) 2, 443) 679, 876 





Transmission plant: | 

Petroleum gas equipment. | 35, 305 | 35, 302 

Land (R/W $11,277, Other | | 
$147,564) | | 58, 158, 841 

Land rights (R/W).. IE sicnccesnaiaccon : 1, 933, 999) 1, 936, 871 

Mains. 3 128, 254, 173) 128, 437, 692 

Compressor station struc- | 
tures 








46, 404, 501) 46, 404, 501 





M&R station structures... 7 
M&R station equipment_- i 2, 007, 490) 2, 042, 717 
Other structures 1, 905, 386 1, 905, 386 
Otber equipment. __-- 127, 366 127, 366 
Cathodic protect ion 

equipment 745, 375 745, 375 





Total transmission plant.) 256, 911|__- ta piled 181, 537, 140) 181, 794, 051 








General plant: ! 


Land. | 80 93 
Land and land rights— 
Telephone 7 7 7, 726 8, 884 
Land and land righ 
Radio. 381 437 
Structures and Improve- 


9, 969 11, 464 


1, 348 " 384, 724 443, 173 
Transpn. equi ment— 
Autos and trucks. -_.... ‘ 1, 969 » 561, 776 653, 961 





Office furniture and equip- 
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APPENDIX I—Continued 


TaBLE 2.—Investment in gas plant by accounts, average for the year 1952—Continued 
Docket G-1116 


Ac- Intra- | Resid- | Produc- 

count Account title strate ual tion Gather- Trans- 
No. opera- | extrac- (well ing mission | 
tions tion mouth) 


GAS PLANT IN SERVICE—Con. 


General plant—Con. 
Transpn. equipment— 
Trailers and winches... 787 $2, 816 $50, 013 $57, 512 
Trans 
Airp 1, 313) 4, 673 , 17% 82, 980) 95, 429 
Stores equipment 495 1, 758} *) 31, 208 35, 892 
Laboratory equipment-__- 845) 3, 002 3, 966 53, 311 87, 732 
Tools and work equip- | 
3, 301 10, 959 14, 482 194, 639 224, 062 
Tools and Work equip- 
ment—Special 7, 794 20, 591 27, 207 365, 685 422, 558 
Communication equip- | 
ment—Telephone 5, 666 20, 247 26, 752 359, 560 413, 487 
Communication equip- | | 
ment—Rad 12, 097 690, 391 
Communication equip- | 
ment—Telemeter. a 606 606 
Miscellaneous general | 
equipment. .-............ 116) 2 8, 525 
Other tangible property-_- 1, 382} 308) 4, 938) 6, 526) 87, 705 100, 859 





| . - ey ~_ — 
Total general plant. - _- | 58, 287) 36,217) 157,396) 207, 965) 2,795,200) 1 3,255, 065 

|S | SE | 
| 


Total gas plant in serv- | 
i 2, 920, 006) 679, 596) 10, 385, 536) 13, 727, 766) 184, 648, 488) 212, 361, 392 








i ncoreiaihecetesiinciniindaaniedl 
Gas plant held for future use: | 
Unoperated leasebolds._..| 178, 496) 1, 038, 279 1, 216, 775 




















aa | | 
Total gas plant 3, 098, 502! 679, 596) 11, 423, 815) 13, 727, 766) 184, 648, 488) 213, 578, 167 
| | | | 


' | 


1 General plant assigned direct to Intrastate operations and residual extraction. Balance allocated on 
average direct plant. 


APPENDIX I 


TABLE 3.—Reserve for depreciation, depletion and amortization by accounts, average 
for the year 1952 (allocation to functions) * 
Docket G-1116 


Intra- | Resid- | Produc- | 
Account title state | ual tion Gather- Trans- 
opera- | extrac-| (well ing | mission 
tions | tion mouth) | 





| 
DEPRECIABLE PROPERTY 


| 


Intangible plant: | 
Miscellaneous intangible 


| 

| | 
| | 
ee , Ol: $226) $3, 620) $4, 783) 


$64, 286 $73, 928 


| Natural gas production and | 
gathering plant: | | 
Rights-of-way 8 | ® an | | ound 
Field lines. or | -| 2, 669, 587) 2, 903, 703 
Field compressor station 
structures 
Field compressor station 
equipment... } 
Field M&R station struc- | 
tures | | | » anol . 
Field M&R station equip- | =| 97, 455) 115, 410 
ment_. } 
Other structures __..-..- » . — 
Other equipment._....._- 4. 782 | ° 70, 617 
Boiler house equipment (1, 021) (1, 021) 
Drilling and cleaning 
equipment_. oe 11, 251 
Purification equipment- 
Desulphurization.-......|.........-] d 12, 370 


166, 958] --| 180, 787 








Total natural gas pro- 
duction and gathering 





3, 293, 067 
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APPENDIX I 


TABLE 3.—Reserve for depreciation, depletion and amortization by accounts, average 
for the year 1952 (allocation to functions)*—Continued 
Docket G-1116 


Intra- | Resid- | Produc- 

Account title state ual tion Gather- 
opera- | extrac- (well ing 
tions tion mouth) 

| 
DEPRECIABLE PROPERTY—Ccon. 


Products extraction plant: 
ci tacdonainnnie 
Equipment 


Total — extrac- 
tiem plamt............. 








Transmission plant: 
Petroleum gas compenent. 
—— o- wa: ) A koi , 
and rights (R/ eoeee . 
i * |} 35, 069, 583| 35, 119, 792 
Compressor station struc- 
ee j 7 
Compressor station equip- 9, 730, 165) 9, 730, 165 
ment-_- 
M&R station structures__. on ” 
M&R station epipuent.. 370, 848 377, 354 
Other structures - 2 431, 860 431, 860 
Other equipment.. al 18, 427 18, 427 
Cathodieprotectionequip- 
ment....... scesnibinitetaseiiibieive d 204, 659) 204, 659 


Total transmission plant rae 45, 827, 151] 45, 891, 675 











General plant: 
Land and land rights— 
Telephone 
Land and land rights— 


Structures and improve- 
ments__ 
Office furniture and equip- 





Transportation equip- 
ment—trailers and 
winches. : 16, 339) 18, 789 

Stores equipment 4, 062 4, 671 

Laboratory equipment- .-.- 533 7, 167 11, 795 

Tools and work equipment. . 309 , 97 , 573) 88, 347 101, 702 

Communication equip- 
ment—telephone. ---- 164, 286) 188, 926 

Communication equip- | 
ment—radio...-...- 

Communication equip- 
ment—telemeter--.-.. 

Miscellaneous general 
equipment 88 116 1, 560) 1, 794 


Total general plant... -- ; ‘ 27, 395 36, 199 486, 521 563, 975 


6, 969 9, 209 123, 766 143, 007 











Total depreciable prop- 
t 








39, 116) 3,053,187} 46,377,958} 50, 042, 212 





CLEARING ACCOUNT PROPERTY 


Transportation equipment— 
autos and trucks [5 7, 468 132, 610 154, 371 
Transportation equipment— 
airplanes 1, 418) . 25, 185 28, 964 
Tools and work equipment— 
special 6, 224 110, 530 127,720 


Total clearing account 





15, 110 b 268, 325 311, 055 








DEPLETABLE PROPERTY 


Operated leaseholds 
Gas wells—construction. - 4 
Gas wells—equipment......... 








Total depletable prop- 





jo~ 


(|S 3SF B&B SSS 


~ 
a 
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TABLE 3.—Reserve for depreciation, depletion and amortization by accounts, average 


for the year 1952 (allocation to functions) *¥— 


Account title 


PROPERTY SUBJECT LO AMOR- 
TIZATION 


General plant: 
390 Other tangible property-..- 
> 
Gas plant held for future use: 
330. 22) Unoperated leaseholds 


Total property subject 
to amortization....... 


Intra- 
state 
opera- 
tions 


Docket G-1116 


Resid- 
ual 
extrac- 
tion 


Produc- 
tion 
(well 

mouth) 


Continued 


$5, 043 


| 452, 650 


457, 693 








Total depreciation, de- 
pletion, and amortiza- 





| 


732, 441 





214, 198) 








2, 796, 052| 3, 073, 476) 
| | 





46, 650, 668) 


53, 466, 835 


* Average reserves allocated to functions by accounts on basis of average plant in each account. 


APPENDIX I 


TaBLE 4.—Reserve for depreciation, depletion and amortization by accounts, average 


for the year 1952 


Account title 


DEPRECIABLE PROPERTY 


| Intangible plant: 


ering plant: 

Rights-of-way 

Field lines 

Field compressor station 
structures___- 

Field compressor station 
equipment 

Field — station struc- 
ture 


ment 
Other structures--..__..- 
Other equipment 
Boiler house equipme nt_- 
Drilling and cleaning 
equipment_._- 
Purification equipment— 
Desulphurization 


a - w a w nee 


Total natural gas pro- 
duction and gz ee 
plant 





| | Produc ts extraction mam 
a Structures 
3 | Equipment 
Total products extrac- 
tion plant 


of Jan. 1, 


| Miscellaneous intangible plant 
| Natural gas production & gath- 


Field Mé& R station equip- 


Docket G-1116 


Balance as 


1952 ! 


Provision 
year 1952? 


(computation of average) 


losses year 
1952 


Retirement} Balance as 


of Dec. 31, 
1952 





(8, 434)| 
(996) | 


11, 131 | 
12, 162 


3, 030, 375 


" 
41, 083 | 
165, 440 





206, 523 | 





612, 552 | | 


4, 060 | 
25, 364 | 


712 
2, 625 


29, 424 


87, 167 


3, 337 | 


79, 2 
ql, 
11,3 


= 
Fe 


12, 578 


3, 555, 760 


44, 431 
188, 179 


232, 610 





3, 083, 541 


237, 320 | 


Average 
year 1952 


$73, 928 


2, 903, 7 


180, 737 


3, 293, 


ons 


42, 757 
176, 810 


219, 567 
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APPENDIX I 
TABLE 4.—Reserve for depreciation, depletion and amortization by accounts, average 
for the year 1952 (computation of average)—Continued 
Docket G-1116 


Account | Balance as | Provision | Retirement} Balance as| Average 
Number Account title of Jan. 1, | year 19522) losses year | of Dec. 31, | year 1952 
1952 ! 52 1952 


DEPRECIABLE PROPERTY—Con. 


Transmission plant: 
Petroleum gas equipment- $7, 185 $1, 240 $8, 429 $7, 
Land (used as R/W)-- 1, 7 ce 1,779 1,6 
See ee CD] reas 1 6208 Sel SF day |}37,004, 370 | 35, 119, 702 
Compressor station struc- | 

tures 1, 603, 7 
Compressor sti stion equip- 
ment_. 


1, 813, 488 ie 10, 599,318 | 9, 730, 


M&R station structures._- : , 28 c _ 
M&R station equipment 53, } 110, 551 7, } 415, 649 377, 354 
Other structures : 66, 860 97 462, 804 431, 860 
Other equipment 6, 166 21% 21, 404 18, 427 
Cathodie protection 
equipment , 57 31, 947 3,7 218, 738 204, 659 
Total transmission plant_| 43, 050, 859 , 186, 934 505, 302 | 48, 732,491 | 45, 891, 675 
General plant: 
Land and land rights— 
Telephone ; | 2, 573 
Land and land rights— 
Radio____- 237 | = 251 
Structures and “improve-_ 
ments 3,019 342 3, 361 
Office furniture and equip- 
.....- aca 78, 844 19, 531 L 96, 000 
Transportation equipment— 
Trailers and winches_- 17, 658 3 a 19, 920 
Stores equipment- -- i 4,019 Ra beso | 5, 322 
Laboratory equipment. - 10, 050 | 3, 966 7! 13, 541 
Tools and work equipment. 97, 580 9, 527 L 105, 824 
Communication equip- 
ment—Telephone_- -__- 184, 290 9, 932 193, 561 
Communication equip- 
ment—Radio 
Communication equip- 
ment—Telemeter 
Miscellaneous general 
equipment 1, 602 384 1, 986 1, 794 


Total general plant____-- 535, 872 75, 695 9, 489 592, 078 563, 975 
Total depreciable prop- 

















136, 276 28, 158 , 698 149, 739 











46,895,815 | 6,908,088 | _ 615, 295 | 53, 188, 608 | 50, 042, 212 





CLEARING ACCOUNT PROPERTY 


Transportation equip- 
ment— Autos and trucks 153, 185 141, 263 138, 891 155, 557 
Transportation equip- 
ment—Airplanes..____- 20, 468 16, 992 37, 460 
Tools and work — 
ment—Special.. Jue 116, 800 36, 121 : 138, 640 


Total clearing account 
property 290,453 | _ 194, 376 153,172 |__ 331,657 | _ 311, 055 
DEPLETABLE PROPERTY 
Greate’ leaseholds_-_-__.-- 539, 570 63, 358 602, 928 571, 249 
as wells—construction_.. - re ” 
a eaeceeee 1, 861,358 |} 473, 942 } 2, 307,895 | 2,084, 626 


Total depletable prop- 








3 |__537, 300 27,405 | 2,910,823 | 2, 655, 875 
PROPERTY SUBJECT TO 5 
AMORTIZATION 


303. 2 Gas sales and purchase 
contracts—New 6, 068 a 

390 Other tangible property-_. 10, 086 10, 086 5, 043 
Gas plant held for future use: 

330. 22 Unoperated leaseholds - - - d 18, 000 b 400, 650 | 452, 650 


Total property subject 
to amortization i 34, 154 \ 410, 736 457, 693 








Total depreciation, de- 
pletion and amortiza- 








7, 673, 918 | 923, 940 | 56, 841,824 | 53, 466, 835 


1 Schedule A-4-R Exhibit No, 554. 
2 Table 7 Appendix 1. 
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APPENDIX I 


TABLE 12.—Summary—Cost of service by functions (prior to escalator adjustment), 
1952 


Docket G-1116 


Panhandle and Hugoton! Transmission 
} Fields 
Particulars Dnneocesesninsapiictibalnantancsi 


Gas supply | Gathering | Demand |\Commodity 





Operating expenses: 
Gathering expenses $752, 612 |... : $752, 612 
Gas produced 5, 476, 804 | $5, 476, 804 | 

Purchased gas expense: 
From trunkline...........-. 22, 573, 233 |......-..- 
From others. .-- ------| 12,851, 185 | 12,851, 185 | 

Company used g: as—credit___--__-| (1, 377, 579)} (1, 377, ae 

Credit for Btu reduction—Gaso- 

line extraction aweed webbed (591, 710) (591, 710)| 








Transmission 





Operations: 
Supervision and engineering - - wt ) ae 317, 982 
Compressor station—fuel._- 700, 549 | | | | 700, 549 
Compressor station—Supple- | | 

mental and expenses -__-___ IEE Bsa ctiecie tendon | 1,314,843 
Other operation expenses _ __-_- 3, _ = 2 eee . aaiiea 1, 890, 917 1, 890, 917 








Total operations._..........} 6,301, 960 | mis de 4 | 2,077,669 | 4, 224, 291 | 
Maintenance: | 
Supervision and engineering - - 165, 257 wales 8, 009 127, 248 
Compressor station equip- | 
ment EE Bttecnenidcehinds ; 928, 480 
Other maintenance expenses_- 784, 941 | - - Rte 3s | 392, 470 


Total maintenance..._..._.- A 878, 678 } 


* 448, 198 


Miscellaneous. : (9, 790) | 
Customers accounting and col- 

lecting -. 83, 630 citiinstiinipiniinla 
Sales promotion.. PR Eectcarcisandndlte 144, 128 
Administrative and general ex- 


penses . .... ----} 2,818, 275 jacana 845, 172 1, 715, 954 
Other gas revenues—Credit_- (34, 872) . is ciiaianaananagsh (17, 186) (17, 186) 


~ (4, 895) 








Total operating expenses__. 50, 867,054 | 72, 678 | 10, 565, 021 22, 849, 942 


Depreciation and amortization... 6, 821, 3 55 ee oe 53, 858 3, 128, 749 3, 128, 748 
Taxes—Other-_- ‘ 2, 572, 991 16, 1: 1, 203, 430 1, 203, 431 
Taxes—Federal income. ‘i 6, 168, 445 5E : 2, 856, 651 2, 856, 651 
Return at 534 percent per “annum. 8, 541, 748 aulniaiars 613,141 | 3, 964, 304 3, 964, 303 











ane fame ae : = sinltonenti 
Total cost of service... .-- 74, 971, 593 16, 358,700 | 2,770,950 | 21,718,155 | 34,003,075 | 120,713 








( ) Denotes red figures. 


( ) Denotes red figures. 





164 FEDERAL POWER COMMISSION 


APPENDIX I 


TABLE 13.—Classification of cost of service, Trunkline Gas Company, 1952 
Docket G-1116 


Cost classification 
Particulars 


Commodity 


Production expenses: 

Gas purchased. $7, 398, 554 $7, 398, 554 
(128, 198) 
Other production expenses 168, 220 
Exploration and development expense 4 40, 892 


Total production expense 5 pees 7, 479, 468 


Transmission expenses: 
Operation: 
Supervision and engineering 
Compressor station fuel 
Compressor station supplemental and expenses. .. 
Other operating expenses 


Total operation. 





Maintenance: 
Supervision and engineering 
Compressor station equipment........-- Jud Sounite 166, 232 
Other maintenance expenses 558, 242 279, 121 279, 121 
816, 057 314, 838 501, 219 
11, 483 5, 741 5, 742 


Total transmission 2, 188, 685 879, 731 1, 308, 954 
b 36, 043 


Distribution. lake ag ‘i be 72, 086 , 043 > 

Administrative and general 976, 108 380, 682 505, 426 
Depreciation 2, 758, 896 1, 379, 448 1, 379, 448 
Ss ccemunndnbiconnncsuncs ietedhasetme 1, 246, 391 623, 195 623, 196 
‘Taxes—Federal income 3, 131, 595 1, 565, 797 1, 565, 798 
Return at 6 percent per annum. .._. 4, 769, 352 2, 384, 676 2, 384, 676 


Total cost of service........- 7, 249, 572 15, 373, 009 
Less other gas sales. ...._. damhdighisinctitincnnceniciill (49, 348) (15, 791) (33, 557) 


Total cost of service—Adjusted 7, 233, 781 15, 339, 452 








1 Computed at 7.341346 cents per Mef at 14.73#s. 
( ) Indicates red figures. 
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APPENDIX I 


TABLE 14.—Computed revenues under rates in effect prior to Feb. 20, 1952 
Docket G—1116 


Revenue under rates in effect prior to 
February 20, 1952 


Rate schedules (present designations) 


Annual 
volume 


Average 
revenue 


Total 
revenues 


cents/Mcf 


Mef at 14.784 | 
67, 349, 020 
41, 006, 483 

1, 067, 055 
624, 
979, 2: 
385, 

101, 802, 283 
42, 605, 00C 
19, 233, 367 


a. = = 


8, 137, 555 
3, 173, 505 


DOM OO 





‘ 275, 052, 339 . 92 | 54, 800, 343 
Power Plants 4, 471, 952 | 22. 09 987, 782 


Wietkcisasedrentbetneheissasthectuenadbecudiens 


279, 524, 201 | 19. 96 


| 


55, 788, 125 


= [SS 


~ 27, 206 
151, 643 | 3, 27, 











279, 675, 934 | 19.9 55, 815, 421 
31, 424, 066 9, 109, 963 


Wee nincsesadbunitetdetseeniiee 
SII oi li pitabaiteshapenbeebibendaieh inition 


311, 100, 000 


16, 430, 405 








Total system 327, 530, 405 | 66, 348, 031 


6 
2 
1 
9 
2 
4 
13 
6 
18 
%6 
98 
16 
09 
57) 
52 





FEDERAL POWER COMMISSION 


APPENDIX I 


TABLE 15.—Prescribed rates 


Docket G—1116 





Rate schedules and zones 


General service: 
G-1—Eastern zone 
G-2—Central zone 
G-3—Western zone.....- 

Small general service: 
S8G-1—Eastern zone 
SG-2—Central zone-- 
SG-3—Western zone 

Limited service: 
LS-1—Eastern zone 

Storage service: 

S-1— Eastern zone 

Interruptible service: 
I-1—Eastern zone 
I-2—Central zone 
I-3—Western zone......-| 


f | straien 


| Straight. 


| stratent 





Demand—Commodity 


Form of rate 
Demand |Commodity 
per Mef 





Monthly charges 


per Mef 


Monthly bill adjust- 
ments 


Excess 
charge! 
per Mef 


Deficiency 
credit ? per 
Mef 


Cents Cents 





1 For gas taken in excess of the contract demand under section 6.1 (b) of the General Service and Limited 
Service Rate Schedules and under section 5.1 (b) of the Small General Service Rate Schedules. 

2 For failure to deliver maximum demand established for the montb as provided under section 6.2 of the 
General Service and Limited Service Rate Schedules and under section 5.2 of the Small General Service 


Rate Schedules. 


APPENDIX I 


TABLE 16.—Revenues under prescribed rates and rates superseded Feb. 20, 1952 


Rate schedules and zones 


Docket G-1116 


12 months 
billing de- 


| mand units 


| 
} Annual sales | 


Annual revenue 


| 
Prescribed 
rates 


Rates super- 
seded Feb. 
20, 1952 





G-1—General service—Eastern Zone... -.-.--. 
G-2—General service—Central Zone-._. 
G-3—General service— Western 7 one__- 


§G-1—Small general service— Eastern Zone. 
SG-2—Small general service—Central Zone_. 


SG-3—Small general serv ce—Western Zone 
LS-1—Limited service—Eastern Zone_. 

S-1—Storage service—Eastern Zone os 
I-1—Interruptible service—Eastern Zone-.-- 
I-2—Interruptible service—Central Zone- -- 


I-3—Interruptible service—Western Zone. - -- 


Mef 
2, 469, 183 
75, 726 


3, 360, 000 


8, 912, 278 





3, 007, 369 | 


Mef 
67, 349, 020 
41, 006, 483 
1, 067, 055 
624, 252 
979, 28 
385, 611 
| 101,*02,2 3 
42, £05, (00 
19, 233,3 7 


275, 052, 339 








| 

$14, 547, 388 
7, 955, 258 
205, 942 
144, 209 
206, C19 
69, 410 
20, 350, 457 
8, 137, 555 


3, 173, 505 


10, 097, 385 
4, 558, 308 


54, 800, 343 | 


67, 579, 207 
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PANHANDLE EASTERN PIPE LINE COMPANY 


TABLE 1,—Investment in gas plant by accounts applicable to raw gas processed 
through gasoline plants, average for the year 1952 


Docket G-1116 


Produe- Transmis- 
tion (well | Gathering sion Total 
mouth) 


Gas plant in service 

Inte angib le plant: 
Organization - - .. $4, 184 $5, 583 $2, 542 $12, 309 
302. Franchises and consents—Limited________- 667 889 405 1, 961 
303.1 Miscellaneous intangible plant--.......... 5, 960 7, 952 3, 621 17, 533 


Total intangible plant..........-.. eee 10, 811 , 42 f 1 31, 803 








Natural gas production and gathering - ant: 
330.21 Leaseholds—Operated____- cocesccesss, §. G8 
330.4 Rights-of-way. ‘ 

333.1 Field lines... 
330.5 Other land and land rights e 
331.2 Field compressor station structures _- 
333.2 Field compressor station equipment 
331.3 Field M & R station structures_.........-- 
333.3 Field M & R station equipment____- 
331. 4 Other structures. S 

32.1 Gas wells—Well construction 
332.2 Gas wells—Well equipment 
334. Drilling and cleaning equipment * 
335. Purification equipment desulphurization -.-.| 





Total natural gas sree and oo 
ER EE ; nindentannet 8, 785, 382 | 


Transmission plant: 
351.1 Land- hanigiabtidiiainivieidinntiin nishadicalislotan’ sanidihiiea 5, 903 
351.2 Land rights (R/W)-.-.-.--- isan jiigenetioe oal 12, 454 , 4 
353. Mains. i sissanesstidiidtathcala cai alcicidighdddie 2, 143, 075 2, 143, 075 
352.1 Compressor station struc tures___ oe < ‘ « 
354.1 Compressor station equipment indienne er 2, 834, 233 2, 834, 233 

2 M & BR station structures__.................-} | 4 5 
M & R station equipment___ , ae eagesere 36, 620 36, 620 
Other transmission system structures_._...._|......---- eeinieliiel 315, 825 315, 825 
2 Other transmission system equipment. } sinciinaaisa name ae 182 182 
.1 Cathodic protection - -- aceite ! ‘ 316 316 








Total transmission plant --_............-- a | 5, 348, 608 _ 4, 348, 608 


General plant: 
370.1 Land_. innit 
370.2 Land and land rights—Te lephone “ 

370.3 Land and land rights—Radio____- 
371. Structures and improvements 

372. Office furniture and equipment__ —— 

373.1 Transportation equipment—Autos and |} | 

trucks. d : | 27, 187 36, 270 

373.2 Transportation cepa aaa and | 

winches . 420 3, 229 | 

37. 73. 3 Transportation equipment—. Airplane Dicuss aac! , 016 5, 357 

Stores equipment _- ‘ n : os , 511 2,015 

Laboratory equipment._.______-__---_- | 2, 580 | 3, 442 

Tools and work equipment aa 9, 419 12, 567 

Tools and work equipment—Special_ , 697 | 23, 610 | 

Communication equipment—Telephone- 7, 401 23, 215 

Communication equipment—Radio- - - _- 8, 941 | 38, 611 

379. Miscellaneous general equipment.__-_-__--_--| 359 478 

390. Other tangible property-.................-- , 244 5, 663 


2 
227 


| 
| 
| 
| 
| 


24, 839 





Total general plant 35, 272 180, 468 | 


Total gas plant in service... noncdecdenial a 465 | | 11, 919, 004 5, 437, 3 26, 287, 820 
Gas plant held for future use: 
330.22 Unoperated leaseholds._. 892, 920 |. sida lintel 8¥2, 920 








Total gas plant i 9, “$24, 385 ll, 919, 004 


4 | 5,437,351 | 27, 180, 740 
{ 


1 Allocated on average direct plant basis 
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TaBLe 2.—Reserves for depreciation, depletion and amortization by accounts appii- 
cable to raw gas processed through gasoline plants, average for the year 1952 
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Production Trans- 
(well Gathering | mission Total 
mouth) 


Depreciable property 


Intangible plant: 
303.1 Miscellaneous intangible plant . $4,151 | . $9, 152 








Natural gas pesSuction and gathering plant: 
en 2, 472, 532 2, 472, 532 
Field compressor station structures - --__.-- 92. 175 92.17 
he es station equipment er » 175 

ield M & R. station structures___........- 
Field M & R. station equipment re 92, 054 92, 054 
an ecekcieemea meee anatinindta } | 59, 95 
CE WI ivinns cc ronnsbdcccdsenccceuse ae 9, 953 
Drilling and cleaning equipment . 967 | 6, 967 
Purification equipment—Desulphurization _ - eaiss SIE Wecdisnipstlibicelein 3, 232 


BSSEREREES 


Total natural gas production and gathering plant- 967 | eeitles ke 2, 726, 913 








Transmission plant: , 
= Land Rights (R/W) : 580, 648 
352.1 Compressor station structures -_..........._. 

.1 Compressor station equipment oa 594, 286 
352.2 M & R. station structures ___ 6. 765 
2 M & R. station equipment asanaoneseey , , 
Se IE IN sera Skt cae ta. So osc wee cecen eeaaaed sauadl , of 71, 582 
ee CE IN nn crctnnceccansniad Dr inti ds 5 26 
355.1 Cathodic protection equipment Tee ae | . 87 











Total transmission plant. -..............- ~----|---- “ eal , 25 394 








General plant: 

370.2 Land and land rights—Telephone..______- | 102 | : 62 301 
370.3 Land and land rights—Radio._.______.._____| 10 6 29 
371. Structures and improvements 134 | 81 394 
372. Office furniture and equipment_- , 673 | 9 2, 231 , 804 
373.2 Transportation equipment—tTrailers and | | | 
I a Sait anata oan Socacenapeiienanaiarss caked 791 1, 055 480 

374. Stores equipment.........__- 197 262 120 
376. Laboratory equipment 347 463 211 
77.1 Tools and work equipment_.._....._...____- 275 | 5, 704 2, 597 
378.1 Communication equipment—Telephone , 951 10, 607 4, 830 
378.2 Communication equipment—Radio.______- 5, 989 | 7, 991 3, 638 
79. Miscellaneous general equipment 76 | 101 | 46 





Total general plant 23, 545 | 31, 412 | 14, 302 





Clearing account property 

373.1 Transportation equipment—Autos and | 
trucks. bea 3h es 6, 418 8, 562 | 

373.3 Transportation equipment—Airplanes-.__-- 1, 219 1, 626 
77.2 Tools and work equipment—Special_.__..._- 5, 349 7, 136 
| 


Total clearing account property 12, 986 | 








Depletable property 
330.21 Operated leaseholds | 448, 247 
332.1 Gas wells—Construction \ 1, 577, 338 
332.2 Gas wells—Equipment a 
|——_— — —_ 


Total depletable property 2, 025, 585 








Property subject to amortization 


390. Other tangible property ‘4 212 624 
330.22 Gas plant held for future use—Unoperated 
leaseholds 332, 173 332, 173 


Total property subject to amortization -__._...-. = 332, 385 332, 797 




















Total depreciation, depletion and amortization . 
GER teciney cn ccnduitatsesncuahansiensicsnensh Gee 2,773,116 | 1,277, 604 6, 455, 299 


Note: Average reserves by accounts allocated to functions based on average plant in each account. 
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TaBLE 3.—Allowance for working capital applicable to raw gas processed through 
gasoline plants, year 1952 
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} 
s | 
er Gas pur- | Gather- | Trans- | 


| 4 | T 

} mouth) chased ing | mission | 
| 

| 


Subtotal 





| | | 
Cash working capital: | | } } 
Total operating expenses 5 | $3, 492,863 | $711,236 | $343,643 | $4,547,742 | $6, 009, 867 
Deduct: gas purchased --.-.... | (3, 492, 863) | 3, 492, 863) | (3, 492, 863) 
Account 739.3, aban- | | | | 
doned leases. ...... (12, 972) | | (12, 972 
Account 903, Depre- | 
ciation of autos | 
and planes......... (3, 377) | | 5, (9, 087) (12, 464) 
Account 906, Depre- | 
ciation of tools and | 
work equipment... 3 27) | 58) (1, 285) 
Transfer gas used in utility } | 
GOIN 3 soa creceecace Dacia sgeienicteidemens ibe oacaei is iemeeaienal en eee 








2, 489, 805 





Net operating expenses... .- 5, 298 | 704,558 | 339,949 | 1,044, 507 | 


45 days allowance or one- | 
eighth of above-.......-.- a 80, 662 88,070 | 42,494 130, 564 311, 226 
BI «inn enccteciiartinndicies -| 51, 696 | 4, 134 | 5, 943 | 10, 077 161, 773 
Materials and supplies ! | 24, | 216, 188 119, 580 | 335, 768 460, 542 
Allowance for gas in lines (Line | 
14, 341 5, 641 | 19, 982 19, 982 








| 322,733 | 173,658 | 496,391 | 953, 523 
income tax allowance.....|....-.-.-.-- Brae h | (290, 246)| (133,197)}  (423,443)| 





Working capital allowance-_} 32, 487 40, 461 72, 948 | 
} 





! Allocated on direct labor basis. 
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TABLE 4.—Allowance for return at 5% percent applicable to raw gas processed through 
gasoline plants, year 1952 


Docket G-1116 


| Gathering | Transmission} Total 


Average investment in gas plant._._--- $11, 919, 004 7 $17, 356, 355 


oe) Soe 


Deduct: Average reserves for depreciation and amortization- | 2, 773, 116 | 277, 4, 050, 720 
Average contributions in aid of construction o 43, 391 | 2, | 55, 816 


ee UNE i cacrinaiensbeaencliib-sssosee dh de eeeean nia aachioediaie 2, 816, 507 | 1, 290, 029 | 4, 106, 536 





Net plant investment rate base 9, 102, 497 | 4,147, 322 43, 249, 819 


“es 


SER I EE A Rt: 32, 487 | 40, 461 72, 948 
Rate base 





468918—61——_14 
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TABLE 5.—Operating expenses applicable to raw gas processed through gasoline plants, 
year 1952 


Docket G-1116 








Production Gas Gather- | Trans- Total 
(well supply ing mission 
mouth) 


Natural Gas Production and Gathering Ex- 
penses—Operation: 

733.1 Supervision and Engineering-. Labor__ 50, 9 $68, 842 $119, 743 

733.1 : 31, 003 

21 Gas weills_....- .--Labor.. 37, 652 37, 652 

Field lines__. 68, 433 

F ield com pressor stations. — oe 38, 156 38, 156 

é 53 57, 553 

§ Other production and gathering- -do__- 111, 378° ake 763 | 123,141 

eh ani Other. See. 23, 182 

Field lines____--- ae ibsieethiiniieiaiel 2, = 42, 404 

Field compressor stations. nDisanis 39, 4 39, 441 

Field M&R stations__._-- .-do._- | 20.7 20; 714 


33, 986 

aaiianntner: 
734.1 Supervision and engineering. - Labor. ' 7% 14, 529 
734.1 J ..-. ther .. 20 | 3 4, 455 
734.22 Fi 


734.22 
734.23 
734.23 Do Other. 
734.24 Other production and gathering sy s- 
tem structures... ._......-..Labor. 
734.24 D Other-- 
734.3 
734.3 ; "Of 
734.41 Fi ines é bi % 20, 308 
734.41 D er. lg 5 10, 885 
734.42 Field compressor station equipment 
Labor-- 8, 140 
734.42 Pas 3, 9 13, 959 
734.43 Field. M&R station equipment 


734. 43 
734.5 Drilling and cleaning equipment 
Labor-_. 


Labor-. 55s 4, 555 
3 1, 899 

734.5 

734.7 Other production and gathering equip- 


734.7 
_ 1 





Total natural gas oman and gather- 
ing expenses 938, 58! 58, 368 1, 396, 953 _ 


£xploration and Development Costs: 
739.1 Delay rentals 295, 674 295, 674 
739.2 Nonproductive Well i 110, 940 |... -| 110,940 
739.3 Abandoned Leases do. 12, 972 12, 972 











Total exploration and development costs- --| ON OE Ricci ccessinsnseis beintiiiniasi es Ri Es 419, 586_ 


Other Gas Supply Expenses: | 
745.11 Purchased gas—Other 492,86 \3, 492, 863 
746.2 Operation purchasing gas measuring 26, 905 

stations 
746.2 I al . 8, 666 8, 666 
746.2 Maintenance purchasing gas measur- 


ing stations Labor-.| 3, 084 3, 084 
746.2 Do Q ‘ 913 
746.4 Other purchased gas expenses. Labor_- c 22, 792 
746.4 Do , c 29, 937 
748.1 Gas mes for transmission compressor 
fuel—Credit i (57, 620) 
748.3 Gas used - production and gathering 
—Credi d | (19, 534) 








26, 




















Total other gas supply expenses.|_........._- 3, 492, 863 72, 763 (57, 620) | 3, 508, 006 
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TABLE 5.—Operating expenses applicable to raw gas processed through gasoline plants, 
year 1952—Continued 


Docket G-1116 





| sy . oe on 
| Production| Gas | Gather- Trans- 


| (well | supply | ing mission 
| mouth) | 


Transmission expenses—Operation: | 
759.1 Supervision and engineering..Labor--} 
759. 1 D Other 
759. 21 ains__. Labor 
759. 22 = 
759.23 M & R stations.............- 

759. 24 Other operations | 
TRS Bic us ckSearesssnnanidess OUNon 
759. 32 Compressor station fuel do... 
759. 32 Compressor and 
expenses .-.Other__| 
759.33 M & R station supplies and — 
Other_- 
759. 34 Other operation supplies and expenses | 
Other-.| 

Maintenance: 
760.1 Supervision and engineering..Labor-_-| 
760. 1 Do Other-_| 
760. 21 Compressor station structures | 

Labor.-.| 
760. 21 
760.22 M & R station structures 
760. 22 Do 
760.23 Other structures.............- Labor. 
760. 23 
760.3 Mains_.- i c 
760.3 ab Aediseiitcnaieincaneinid Other-.| 
760.4 Compressor station equipment 


Labor-_. 
760. 4 


760.5 M & R equipment Labor_.| 

760. 5 Do 

760.6 Other equipment-_- 

760. 6 D 

Miscellaneous: 

761.1 Rents 

761.2 Transmission and compression of gas 
by others___-- h | 134 134 

761.4 Joint expenses—credit i aaa ei wis ‘ (8, 580) (8, 580) 

610 Rent from gas property leased_.do--_- (6, 432); (6, 432) 








Total transmission expenses. ---...-. tease 301,640 | 301,640 


Total general and administrative expenses.| Es Oise 0, 108 99, 623 | 2 383, 682 





Total operating expenses 2, 13 . 33} 711,2 343, 643 16, 009, 867 





1 $2,794,672 per exhibit 537, schedule 3 plus $311,371 due to Kansas pressure base order and plus $386,820 
due to volume changes. 

3 Allocated on direct labor basis. 

§ $285,569 per schedule 4 of exhibit 537 plus $16,071 increase due to increase in volumes. 

4 $456,435 per schedule 2, exhibit 537 plus $1,930 increase due to increase in volumes. 
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TaBLe 6.—Depreciation, coqnen and amortization expense applicable to raw gas 
processed through gasoline plants, year 1952 


Docket G-1116 





Average | Depreci- Produc: | Gather- | Trans- 
plant ation Provision 3 | tion (well ing mission 
rate ! mouth) 


| 
| 
| 
| 


Depreciable Property 


Intangible plant: 
303.1 Miscellaneous intangible 
plant... cswecal “ 








Natural gas production and gathering | 
plant: 
330.4 Rights of way-_---..-- 
333.1 Field lines opti 
331.2 Field compressor station 
structures - 


9, 604, 666 


333.2 Field compressor station 1, 069, 666 | | 


h 
J 
equipment. 

331.3 Field M & R station struc- 
tures -_-.. 

333.3 Field M & R station equip- 
ment 

331.4 Other P & G system struc- 
tures 

336. Other P & G system equip- 
ment_. 

334. Drilling and cleaning equip- | 
ment 18, 396 | 

335. Purification equipment de- | 
sulphurization 22, 981 | 


634, 354 


14, 894 | 





Total natural gas production 
and gathering plant il, 740, 153 = 
T ransmission plant: = 
t Land rights (R/W) : | , 
Mans. he 155, 529 
ompressor station struc- 
tures | ” * 
Compressor’ station equip- 2, 834, 233 . 110, 762 | 110, 762 
ment. 3a 
M & R station structures 
.2M & R station equipment-_} 36, 620 P 1, 982 z , 1, 982 
3 Other transmission system 
structures 315, 825 . 11, 082 
Other transmission system 
equipment aa 182 
Cathodic protection _.-...-- 316 








Total transmission plant 5, 342, 705 








General plant: 
370.2 Land and land rights—tele- | 
phone. 
370.3 Land and land rights— 
radio i hiiltctidh 53 
371. Structures and improve- 
ments. | 1, 419 
372. Office furniture and equip- 
ment_- 54, 768 
373.2 Transportation equipment— 
Trucks and winches..-- -- 7,119 
374. Stores equipment--_---_-- 4, 444 | 
376. Laboratory equipment 7, 589 
377.1 Tools and work equipment_| 27, 708 
378.1 Communications equip- | 
ment—Telephone--. 51, 187 
378.2 Communications equip- 
ment—Radio-_- : 85, 133 
379. Miscellaneous general equip- 








1, 055 
Total general plant 241, 575 | 
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TABLE 6.—Depreciation, depletion and amorization expense applicable to raw gas 
processed through gasoline plants, year 1952—Continued 


Docket G-1116 


Depreciable Property 


Clearing account property: 
373.1 Transportation equipment— 
Auto and trucks... ....- 
373.3 Transportation equipment— 
Airplanes - - 
377.2 Tools and work equip- 
ment—Special 


Total clearing property 


Depletable property: 
330.21 Operated leaseholds 
332.1 Gas wells construction. 
332.2 Gas wells equipment 


Total depletable property 


Property subject to amortization: 
390. Other tangible property---- 
330.22 Unoperated leaseholds 


Total property subject to amor- 
tization 


Total depreciation, depletion and 
amortization accrual- a 

Accruals charged to account 739.3, 
abandoned leases __............--- 

Accruals charged to clearing accounts. 


Total depreciation, depletion 
and amortization expense 





Average 
plant 


$79, 973 
11, 813 
52, 058 


143, 844 


1, 445, 033 


} 7, 321, 953 


8, 766, 986 


12, 485 


892, 920 


Depreci- | Produc- 
ation Provision ? | tion(well 
rate ! | mouth) 


$17,275 | 
2, 104 


} 4, 450 
23, 829 


49, 267 | 
| 

| 368,535 | 368, 535 
cal aa ke al 

417,802 | 417, 802 





1, 249 425 
13, 524 13, 524 





1, 134,391 | 444,912 
(13, 524)| (13, 524) 








| 
14,773 | 13,949 | 


(23, 829)| (8, 101)} 


Gather- 
ing 


| 


478, 937 





489, 744 


| 
Trans- 
| mission 





1 Composite rates developed from plant and provisions shown in table 1, appendix I, used herein du 
to grouping of plant accounts, where necessary. 


§ Allocated to functions by accounts on basis of plant in each account. 
+ Per books. 

‘ Unit of production. 
5 Amortization. 
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TABLE 7.—Tazes other than Federal income applicable to raw gas processed through 
gasoline plants, year 1952 
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| . 
Production | Transmis- 
Kind of tax (well | Gathering | sion Total 
mouth) 





Ad valorem taxes | $72,004 | $128, 


Gross production taxes: 
Kansas conservation assessment 
Oklahoma production and excise 
a ccc tat Rniekcsesiotiinidasnsntlarsocincectonicaeiticmranaeiada 


Total gross production taxes 


Use taxes 
Payroll taxes: 
Federal insurance contributions 


Federal unemployment insurance ----.....-- 


State unemployment compensation 


Total payroll taxes_........ sian sbsacoinialipsabeisiacibes 


Franchise taxes 


7, 375 


7, 375 


3,212 | 


4,079 | 2 15, 710 


4,079 | 


1, 465 | 


ey ION int alist dona cian easterlies caeent , 673 | 2, 232 
Maintenance of State Corporation Commission— 

Sh cllintcisnhnsiambnsnncniniiiéndhinacabahbsegnonsie 8il 
Federal stock transfer tax- - 4 sewed 144 
Intangible tax—Michigan ~ . 61 
Disability benefits—New York | 38 


1,018 | 


Total taxes other than Federal income 143, 808 5 2 | 434, 970 


1 Allocated on average plant basis. 
2 Allocated on direct labor basis. 


3 Allocated on average plant basis, after allocating to non-pipe line and well mouth as per Schedule S-17, 
Exhibit 531. 


4 Allocated on basis of produced gas processed and not processed in each State, 
5 Allocated to gathering plant on basis of gas processed and not processed. 
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TABLE 8.—Allowance for Federal income tazes applicable to raw gas processed for 
gasoline, year 1952 
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i 
| 


Production! Gather- | Trans- Sub- Grand 


(well | ing mission total total 
mouth) | 


Return at 534 percent. --_..... —" ‘ $240,797 | $766, 


Tax adjustments—Additions to taxable income: 
Depreciation, depletion and amortization for 


rate case purposes. - $444, 912 489,744 199, 735 689, 479 $1, 134, 391 
Provision for injuries and damages. - -.-- 2, 047 3, 546 1, 961 5, 507 17, 554 


Total additions to taxable income - _- ; 446, 959 493, 290 201,696 | 694, 986 


1, 141, 945 


Tax adjustments—Reductions from taxable in- 
come: 
Statutory depreciation. ot | 96, 802 478, 454 195, 130 673, 584 2770, 386 
Statutory depletion. 1, 221, 602 A = haa 3 1,221, 602 
Leases abandoned - | 48, 837 : 7 . al 4 48, 837 
Productive well drilling and acidizing--.- 56 3 660, 956 
Property removal cost. 5, 228 6, 976 8 59 | 5 15, 387 
Taxes and stores expense capitalized_ 5, 88 7, 869 : 517, 356 
Interest expense, and amortization of debt 
discount and premiums. 120, 492 160, 800 3, 355 5s 6 354, 647 
Dividends paid—Taxable portions-----. 4, 742 6, 329 2, 888 9, | 6 13, 959 


Total deductions from taxable income. --. 660, 428 938,574 | 3,103,130 


Sub-total ‘ 358, 124 
Surtax exemption converted to 52 percent tax | 
ae ‘ ian (898) (412) (1, 





vel, 


Tax base . _ wal : 163,935 | 521 


Tax at 52 percent (Effective rate on tax base | 
of 108.33333 percent) - - - “ . . 177, 596 564, 591 | 


tates | 


Allocated on labor basis. 
Allocated on depreciation for rate case purposes basis. 
Allocated on depletion for rate case purposes basis. 
Allocated on amortization for rate case purposes basis. 
§ Allocated on average plant basis. 
* Allocated on average plant basis to functions after allocation of 16 percent of total to non-operating, 
based on ratio of average, non-operating investments to capitalization. 


1 
3 
3 
‘ 





176 FEDERAL POWER COMMISSION 


APPENDIX II 


TasLe 9.—BTU reduction caused by gasoline and LPG extraction plus fuel used in 
processing raw gas, year 1952 
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Liberal Phillips- 
gasoline | Sneed gas- Total 
plant oline plant 


Raw gas volume, Mef at 14.73 psia saturated (Note 1), 
processed 68, 751, 153 112, 260, 291 
26 # RVP gasoline, gallons per Mcf .317 . 463 
Liquefied petroleum gases, gallons per Mcf . 137 
26# RVP gasoline production gallons (Line 1 times line 2)_.| 21, 794,116 | 20, 144, 731 
BTU in 26# RVP gasoline, millions of BTU (Line 4 times 
110,300 divided by 1,000,000) 2, 403, 891 2, 221, 964 4, 625, 855 
LPG production, gallons (Line 1 times line 3) 9, 418, 908 9, 418, 908 
BTU in LPG, millions of BTU (Line 6 times 94,200 di- 
vided by 1,000,000) 887, 261 887, 261 
Engine fuel used in plant, Mcf at 14.73#, saturated (1.982 
times (line 4 plus line 6) divided by 1,000) 61, 864 61, 864 
BTU in engine fuel, millions of BTU (line 8 times 1,000 
times 1,006 divided by 1,000,000) 62, 235 62, 235 
Boiler fuel in plant, Mcf at 14.73#, saturated (6.336 times 
(line 4 plus line 6) divided by 1,000) 197, 766 197, 766 
BTU in boiler fuel, millions of BTU (line 10 times 1,000 
times 1422 divided by 1,000,000) 281, 223 
Raw gas BTU per cubic foot 1, 004 
Total BTU removed from raw gas, millions of BTU (line 
5 plus line 7 plus line 9 plus line 11) 3, 634, 610 
Raw gas equivalent to BTU reduction, Mef at 14.73#, 
saturated (line 13 times 1,000 divided by line 12) 3, 620, 129 


ono NO GorOD 


—_— 
- © 


ee 
wre 


_ 
a 














Note 1: Computed as follows: 
Liberal gasoline plant: 
Revenue from sale of gasoline and LPG, per exhibit 529 
At daily sales of 800,000 M $1, 435, 389 
At daily sales of 850,000 Mef 1, 570, 677 


Increase 


Percent of increase 9. 42518% 


Volume of gas processed at 14.73# saturated: 
At daily sales of 800,000 Mef per schedule 11 of exhibit 537 62, 829, 372 
Increase of 9.42518 percent 5, 921, 781 


At daily sales of 850,000 Mef 68, 751, 158 


Phillips-Sneed gasoline plant: 
Revenue from natural gas processed by others, exhibit 529 
At daily sales of 800,000 Mef 
At daily sales of 850,000 Mef 


Volume of gas processed at 14.73# saturated: 
At daily sales of 800,000 Mef, per schedule 11 of exhibit 537 
Decrease of 6.06425 percent 


At daily sales of 850,000 Mcf 
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APPENDIX II 


TABLE 10.—Computation of amount credited to pipeline operations for loss in heating 
value due to processing through gasoline plants, year 1952 


Docket G-1116 
| | 

Gas supply} Gathering Trans- 

mission 

} ey 

Cost of service applicable to raw gas processed through 

gasoline plants: | 

Operating expenses_. | $3,492,863 | $711, 236 , 6 $4, 547, 742 

Produced gas, Panhandle and aenpeten Fields __.-- 384 |... Robais 4, 850, 384 

Depreciation and amortization - - -..- csulape | 478, 937 5 673, 751 
Return at 5% percent 

Taxes—Federal income 


525, 262 | , 79 766, 059 
386, 995 , 596 564, 591 


1 
| 

Taxes—Other icanieidael 143, 808 | , 95 209, 760 
| 


8, 343, 247 


2, 246, 238 | 802 | 11,612, 287 





Percent of above to be credited to pipeline operations— | 
Mef at 14.73# Saturation: 
Raw gas volume processed - --- ---- 112, 260, 291 
Raw gas volume equivalent to Btu 
reduction in processing — 
gasoline plants. .-.-.- 
| Percent 
Percent of Btu reduction | 5. 095554 


Amount credited to pipeline operations for loss in heat- 
ing value due to processing through gasoline plants... ‘ $591, 710 








1 $4,631,658 per Schedule 3 of Exhibit 537 plus $218,726 increase due to Kansas pressure base order. 


APPENDIX III 


PANHANDLE EASTERN Pipe Linge Company 
Tas LE 1.—Statement showing effect of field price on cost of service, year 1952 


Docket No. G-1116 





Adjustments; Adjusted 

to place cost cost of 

of service on | service on 
cost basis cost basis 


il 


a 
R 
PSs 


Operating CRU i i6 cate dteddide ctcicncntasctncedndesion 
Deduct: Produced gas at field price ($5, 476, 804) 
Add: Well head production costs ad 1, 631, 494 i, 616, 692 
Depreciation, depletion and amortization -- 
Add: Amount applicable to well head —_ “7, 316, 399° 
Taxes—Other than Federal income 2, 573, 864 onthe Saal 
Add: Amount applicable to well head ‘ eee as 259, 134 
Taxes—Federal income. ----- 6, 170, 766 |... 
Less: Adjustment to reflect cost basis saenegliiiand " (1, 534, 708) 
Return at 534 percent 8, 545, 017 
Add: Amount applicable to well head : 
Credit for loss in Btu value due to gasoline extraction ‘ a 
Less: Reduction due to decrease in cost of gas Seen. _ 6r, 931) 
Escalator adjustment.-.-............-.-- nadine Leiba valk 
Less: Reduction due to decrease in cost of service. | 7 ~" 662, 308 
Credit for transportation of Howell field gas...........--- (12, 549) 


Total cost of service . ($4, 169, 0s2)} $71, 721, 836 


Applicable to jurisdictional sales $67, 576, 144 ($3, 571, 448) $64, 004, 696 


| 


me 
83 


| 


= 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 4 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 4 


RATE SCHEDULE G1 


General Service—Eastern Zone 
(Indiana, Ohio and Michigan) 


1. AVAILABILITY 


This rate schedule is available to any General Service Buyer (other 
than a Small General Service Buyer) for the purchase of natural gas 
from Seller at delivery points on the Seller’s pipeline system within 
the States of Indiana, Ohio and Michigan upon execution of a Service 


Agreement in the form prescribed under this tariff for service under 
this rate schedule. 


APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 

1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use, and for storage use except 
such natural gas as Buyer may purchase from Seller under 
Rate Schedule I-1; 

. which constitutes Buyer’s lost and unaccounted for natural 
gas; 

. which Buyer consumes in rendering natural gas service to its 
customers. 


Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 

. RATE 


Demand Charge: $1.95 per month per Mcf of Billing Demand. 
Commodity Charge: 17.3¢ per Mcf of gas delivered. 


4. MINIMUM BILL 
The demand charge for the month. 


. BILLING DEMAND 


The Billing Demand shall be the greatest quantity of gas delivered 
under this rate schedule by Seller to Buyer on any day during the 
billing month, but shall not be higher than the Contract,Demand for 
the month nor less than 90% of the Contract Demand for the month. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 5 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No.5 


RATE SCHEDULE G1 (Continued) 


General Service—Eastern Zone 


6. ADJUSTMENT OF MONTHLY BILLS 


6.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of 
the applicable Contract Demand, then the bill for the month shall 
be adjusted by adding thereto an amount computed as follows: 
The product of the total number of Mcf of gas taken in excess of 
the Contract Demand times $10. 

This adjustment of the monthly bill shall not be made under any of 
the following conditions: 


When the excess did not exceed 2% of the Contract Demand or 
100 Mcf, whichever is the larger, and did not occur on more than 
2 consecutive days, nor more than on 5 days in the same billing 


month. 


(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall bill 
Buyer for the excess gas at 6.4 cents per Mcf of excess gas de- 
livered in addition to the commodity charge computed under Sec- 
tion 3 of this rate schedule. 


When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent of 
Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during any 
month in which gas is so taken. The purpose of this provision is 
to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
ealling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 
to Buyer during such daily period. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 6 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No.6 


RATE SCHEDULE G1 (Continued) 


General Service—Eastern Zone 


6.2 Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer, for any 
cause whatsoever, natural gas up to the Billing Demand estab- 
lished for the month, then the total Demand Charge shall be 
reduced by an amount computed as follows: Determine for each 
such day the number of Mcf which Seller was unable to deliver 
as above stated and multiply the sum of all such days’ deficiencies 
by 6.4¢. 


- ADJUSTMENT FOR HEATING VALUE 


In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
proportion to the increase above 1,025 Btu per cubic foot. 


. HOURLY DELIVERIES 
Seller shall not be obligated to deliver to Buyer at any point of 
delivery in any one hour more than one-sixteenth of the quantity re- 
quired at such point during the day. 
. MEASUREMENT BASE 


Refer to Section 3 of the General Terms and Conditions. 


. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate 
schedule and are hereby made a part hereof. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 7 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No.7 


RATE SCHEDULE G2 


General Service—Central Zone 
(Missouri and Illinois) 


1, AVAILABILITY 


This rate schedule is available to any General Service Buyer (other 
than a Small General Service Buyer) for the purchase of natural gas 
from Seller at delivery points on the Seller’s pipeline system within 
the States of Missouri and Illinois upon execution of a Service Agree- 
ment in the form prescribed under this tariff for service under this 
rate schedule. 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 


1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use, and for storage use 
except such natural gas as Buyer may purchase from Seller 
under Rate Schedule I-2; 

2. which constitutes Buyer’s lost and unaccounted for natural gas; 

3. which Buyer consumes in rendering natural gas service to its 
customers. 

Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 


RATE 
Demand Charge: $1.75 per month per Mcf of Billing Demand. 
Commodity Charge: 15.3¢ per Mcf of gas delivered. 
MINIMUM BILL 
The demand charge for the month. 


BILLING DEMAND 


The Billing Demand shall be the greatest quantity of gas delivered 
under this rate schedule by Seller to Buyer on any day during the 
billing month, but shall not be higher than the Contract Demand for 
the month nor less than 90% of the Contract Demand for the month. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 8 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No.8 


RATE SCHEDULE G2 (Continued) 
General Service—Central Zone 


6. ADJUSTMENT OF MONTHLY BILLS 


6.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of 
the applicable Contract Demand, then the bill for the month shall 
be adjusted by adding thereto an amount computed as follows: 
The product of the total number of Mcf of gas taken in excess of 
the Contract Demand times $10. 

This adjustment of the monthly bill shall not be made under any 
of the following conditions: 


When the excess did not exceed 2% of the Contract Demand or 

100 Mcf, whichever is the larger, and did not occur on more than 

2 consecutive days, nor more than on 5 days in the same billing 
month. 

(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall bill 
3uyer for the excess gas at 5.47 cents per Mcf of excess gas de- 
livered in addition to the commodity charge computed under Sec- 
tion 3 of this rate schedule. 


When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent of 
Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during 
any month in which gas is so taken. The purpose of this provision 
is to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
calling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply to 
Buyer during such daily period. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 9 


F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 9 





RATE SCHEDULE G2 (Continued) 






















General Service—Central Zone 





6.2 Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer, for any 
cause whatsoever, natural gas up to the Billing Demand estab- 
lished for the month, then the total Demand Charge shall be 

reduced by an amount computed as follows: Determine for each 

such day the number of Mcf which Seller was unable to deliver 
as above stated and multiply the sum of all such days’ deficiencies 
by 5.7¢. 


7. ADJUSTMENT FOR HEATING VALUE 
In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
proportion to the increase above 1,025 Btu per cubic foot. 
8. HOURLY DELIVERIES 
Seller shall not be obligated to deliver to Buyer at any point of 
delivery in any one hour more than one-sixteenth of the quantity 
required at such point during the day. 
MEASUREMENT BASE 
Refer to Section 3 of the General Terms and Conditions. 
10. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate 
schedule and are hereby made a part hereof. 








9. 
















Issued by: (Prescribed by Federal Power 
(Commission in Opinion No. 269 
(and accompanying order 


Effective: May 1, 1954 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 10 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 10 


RATE SCHEDULE G3 


General Service—Western Zone 
(Texas and Kansas) 


1. AVAILABILITY 


This rate schedule is available to any General Service Buyer (other 
than a Small General Service Buyer) for the purchase of natural gas 
from Seller at delivery points on the Seller’s pipeline system within 
the States of Texas and Kansas upon execution of a Service Agree- 


ment in the form prescribed under this tariff for service under this 
rate schedule. 


. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 
1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use, and for storage use ex- 


cept such natural gas as Buyer may purchase from Seller under 
Rate Schedule I-3; 


. which constitutes Buyer’s lost and unaccounted for natural gas; 
3. which Buyer consumes in rendering natural gas service to its 
customers. 
Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 
. RATE 


Demand Charge: $1.65 per month per Mcf of Billing Demand. 
Commodity Charge: 14.8¢ per Mcf of gas delivered. 
4. MINIMUM BILL 


The demand charge for the month. 
. BILLING DEMAND 


The Billing Demand shall be the greatest quantity of gas delivered 
under this rate schedule by Seller to Buyer on any day during the 
billing month, but shall not be higher than the Contract Demand for 
the month nor less than 90% of the Contract Demand for the month. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No, 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 11 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 11 




















































RATE SCHEDULE G-3 (Continued) 


General Service—Western Zone 


6. ADJUSTMENT OF MONTHLY BILLS 


6.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of the 
applicable Contract Demand, then the bill for the month shall be 
adjusted by adding thereto an amount computed as follows: The 
product of the total number of Mcf of gas taken in excess of the 
Contract Demand times $10. 

This adjustment of the monthly bill shall not be made under any 
of the following conditions: 


(a) When the excess did not exceed 2% of the Contract Demand or 
100 Mcf, whichever is the larger, and did not occur on more than 


2 consecutive days, nor more than on 5 days in the same billing 
month. 





(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall 
bill Buyer for the excess gas at 5.4 cents per Mcf of excess gas 
delivered in addition to the commodity charge computed under 
Section 3 of this rate schedule. 


(c) When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent 
of Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during any 
month in which gas is so taken. The purpose of this provision is 
to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
calling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 

to Buyer during such daily period. 





Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet. No. 12 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 12 


RATE SCHEDULE G-3. (Continued) 


General Service—Western Zone 


6.2 Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer, for any 
cause whatsoever, natural gas up to the Billing Demand estab- 
lished for the month, then the total Demand Charge shall be 
reduced by an amount computed as follows: Determine for each 
such day the number of Mcf which Seller was unable to deliver 
as above stated and multiply the sum of all such days’ deficiencies 
by 5.4¢. 


. ADJUSTMENT FOR HEATING VALUE 


In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
proportion to the increase above 1,025 Btu per cubic foot. 


. HOURLY DELIVERIES 
Seller shall not be obligated to deliver to Buyer at any point of 
delivery in any one hour more than one-sixteenth of the quantity 
required at such point during the day. 
. MEASUREMENT BASE 


Refer to Section 3 of the General Terms and Conditions. 


. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate 
schedule and are hereby made a part hereof. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 13 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No: 13 


RATE SCHEDULE SG-1 


Small General Service—Eastern Zone 
(Indiana, Ohio and Michigan) 


1. AVAILABILITY 


This rate schedule is available to any Small General Service Buyer 
for the purchase of natural gas from Seller at delivery points on the 
Seller’s pipeline system within the States of Indiana, Ohio and 
Michigan on execution of a Service Agreement in the form prescribed 
under this tariff for service under this rate schedule. 


2. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 

1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use by ultimate consumers and 
for storage use; 

. which constitutes Buyer’s lost and unaccounted for natural gas; 
. which Buyer consumes in rendering natural gas service to 
its customers. 
Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions, 


3. RATE 
29.1¢ per Mcf of gas delivered during the month. 


4. MINIMUM BILL 
None. 


5. ADJUSTMENT OF MONTHLY BILLS 


5.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of 
the applicable Contract Demand, then the bill for the month shall 
be adjusted by adding thereto an amount computed as follows: The 
product of the total number of Mcf of gas taken in excess of the 
Contract Demand times $10. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 14 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 14 


RATE SCHEDULE SG-1 (Continued) 
Small General Service—Eastern Zone 


This adjustment of the monthly bill shall not be made under any 
of the following conditions: 


(a) When the excess did not exceed 100 Mcf and did not occur on 
more than 2 consecutive days, nor more than on 5 days in the 
same billing month. 

(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall 
bill Buyer for the excess gas at 23.7 cents per Mcf of excess gas 
delivered. 


When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have given its express telephonic consent. In each such case the 
Seller shall forthwith by letter or telegram to Buyer confirm the 
telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent 
of Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during 
any month in which gas is so taken. The purpose of this provision 
is to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
ealling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 
to Buyer during such daily period. 

Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer for any 
cause whatsoever, natural gas up to the maximum demand estab- 
lished for the month (but not in excess of the Contract Demand) 
then the total charge shall be reduced by an amount computed as 
follows: Determine for each such day the number of Mcf which 
Seller was unable to deliver as above stated and multiply the sum 
of all such days deficiencies by 6.4¢. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 ° 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 16 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 16 


RATE SCHEDULE SG-2 


Small General Service—Central Zone 
(Missouri and Illinois) 


1. AVAILABILITY 


This rate schedule is available to any Small General Service Buyer 
for the purchase of natural gas from Seller at delivery points on the 
Seller’s pipeline system within the States of Missouri and Illinois, on 
execution of a Service Agreement in the form prescribed under this 
tariff for service under this rate schedule. 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 

1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use by ultimate consumers and 
for storage use; 

2. which constitutes Buyer’s lost and unaccounted for natural gas; 

3. which Buyer consumes in rendering natural gas service to its 
customers. 

Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 


3. RATE 
26.1¢ per Mcf of gas delivered during the month. 
4. MINIMUM BILL 


None. 


5. ADJUSTMENT OF MONTHLY BILLS 


5.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of 
the applicable Contract Demand, then the bill for the month shall 
be adjusted by adding thereto an amount computed as follows: 
The product of the total number of Mcf of gas taken in excess of 
the Contract Demand times $10. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 17 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 17 


RATE SCHEDULE SG-2 (Continued) 


Small General Service—Central Zone 


This adjustment of the monthly bill shall not be made under any 
of the following conditions: 

(a) When the excess did not exceed 100 Mcf and did not occur on more 
than 2 consecutive days, nor more than on 5 days in the same 
billing month. 


(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall bill 
Buyer for the excess gas at 21.0 cents per Mcf of excess gas 
delivered. 

When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent 
of Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during any 
month in which gas is so taken. The purpose of this provision is 
to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
calling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 
to Buyer during such daily period. 

Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer for any 
cause whatsoever, natura! gas up to the maximum demand estab- 
lished for the month (but not in excess of the Contract Demand) 
then the total charge shall be reduced by an amount computed as 
follows: Determine for each such day the number of Mcf which 
Seller was unable to deliver as above stated and multiply the sum 
of all such days deficiencies by 5.7¢. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 19 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 19 


RATE SCHEDULE SG-3 


Small General Service—Western Zone 
(Texas and Kansas) 


1. AVAILABILITY 


This rate schedule is available to any Small General Service Buyer 
for the purchase of natural gas from Seller at delivery points on the 
Seller’s pipeline system within the States of Texas and Kansas on 
execution of a Service Agreement in the form prescribed under this 
tariff for service under this rate schedule. 


2. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 

1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use by ultimate consumers and 
for storage use; 

. which constitutes Buyer’s lost and unaccounted for natural gas; 
. which Buyer consumes in rendering natural gas service to its 
customers. 
Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 


3. RATE 
25.1¢ per Mcf of gas delivered during the month. 


4. MINIMUM BILL 
None. 


5. ADJUSTMENT OF MONTHLY BILLS 


5.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of the 
applicable Contract Demand, then the bill for the month shall be 
adjusted by adding thereto an amount computed as follows: The 
product of the total number of Mcf of gas taken in excess of the 
Contract Demand times $10. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 20 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 20 


RATE SCHEDULE SG-S3 (Continued) 


Small General Service—Western Zone 


This adjustment of the monthly bill shall not be made under any of 
the following conditions: 


(a) When the excess did not exceed 100 Mcf and did not occur on more 
than 2 consecutive days, nor more than on 5 days in the same 
billing month. 

(b) When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall 


bill Buyer for the excess gas at 20.2 cents per Mcf of excess gas 
delivered. 


When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent of 
Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during any 
month in which gas is so taken. The purpose of this provision is 
to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
calling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 
to Buyer during such daily period. 


Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer for any 
cause whatsoever, natural gas up to the maximum demand estab- 
lished for the month (but not in excess of the Contract Demand) 
then the total charge shall be reduced by an amount computed as 
follows: Determine for each such day the number of Mcf which 
Seller was unable to deliver as above stated and multiply the sum 
of all such days deficiencies by 5.4¢ 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 22 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 22 





RATE SCHEDULE LS-1 


Limited Service—Eastern Zone 
(Indiana, Ohio and Michigan) 


1. AVAILABILITY 


This rate schedule is available to any Limited Service Buyer for 
the purchase of natural gas from Seller at delivery points on the 
Seller’s pipeline system within the States of Indiana, Ohio and Michi- 
gan on execution of a Service Agreement in the form prescribed under 
this tariff for service under this rate schedule. 


. APPLICABILITY AND CHARACTER OF SERVICE 


The rate schedule shall apply to all natural gas sold and delivered 
by Seller to Buyer: 








1. For resale for ultimate public consumption, for domestic, com- 
mercial, industrial, or any other use, and for storage use ex- 
cept such natural gas as Buyer may purchase from Seller under 
Rate Schedule I-1; 

which constitutes Buyer’s lost and unaccounted for natural gas; 
which Buyer consumes in rendering natural gas service to its 
customers. 


to 


~ 


Gas sold hereunder up to the amount specified in Service Agreement 
shall be delivered on a firm basis subject to interruption only as pro- 
vided in the General Terms and Conditions. 


. RATE 


Demand Charge: $1.90 per month per Mcf of Contract Demand. 
Commodity Charge: 17.3¢ per Mcf of gas delivered. 


4. MINIMUM BILL 


The demand charge plus a sum equal to 17.3¢ multiplied by 75% 
of the Contract Demand, multiplied by the number of days in the 
billing month. 


5. BILLING DEMAND 
The Billing Demand for each month shall be the Contract Demand. 











Issued by: (Prescribed by Federal Power 
(Commission in Opinion No. 269 
(and accompanying order 


Effective: May 1, 1954 





194 FEDERAL POWER COMMISSION 


APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 23 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 23 


RATE SCHEDULE LS-1 (Continued) 
Limited Service—Eastern Zone 


6. ADJUSTMENT OF MONTHLY BILLS 


6.1 Unauthorized Takes in Excess of Contract Demand. If during 
one or more days in the billing month Buyer takes in excess of 
the applicable Contract Demand, then the bill for the month shall 
be adjusted by adding thereto an amount computed as follows: 
The product of the total number of Mcf of gas taken in excess of 
the Contract Demand times $10. 

This adjustment of the monthly bill shall not be made under any 

of the following conditions: 

When the excess did not exceed 2% of the Contract Demand or 

100 Mcf, whichever is the larger, and did not occur on more than 

2 consecutive days, nor more than on 5 days in the same billing 
month. 


When Seller maintains and operates flow control valves at the 
point or points of delivery to Buyer. In such case, Seller shall 
bill Buyer for the excess gas at 6.2 cents per Mcf of excess gas 
delivered in addition to the commodity charge computed under 
Section 3 of this rate schedule. 

When Buyer takes more than the Contract Demand during a daily 
period with respect to which the Seller’s Load Dispatcher shall 
have first given its express telephonic consent. In each such case 
the Seller shall forthwith by letter or telegram to Buyer confirm 
the telephonic consent given, but failure of Seller to confirm such 
consent shall not void the consent given. The telephonic consent 
of Seller under this paragraph is limited to a daily period and a 
separate telephonic consent shall be required and shall first be 
given with respect to each and every such daily period during any 
month in which gas is so taken. The purpose of this provision is 
to permit the delivery and the taking of such excess quantities 
under force majeure conditions arising during any daily period 
ealling for immediate action and when, in the sole discretion and 
judgment of Seller, it has the gas available which it may supply 
to Buyer during such daily period. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 24 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 24 


RATE SCHEDULE LS-1 (Continued) 


Limited Service—Eastern Zone 


6.2 Failure to Deliver Contract Demand. If during one or more days 
in the billing month Seller is unable to deliver to Buyer, for any 
cause whatsoever, natural gas up to the Billing Demand estab- 
lished for the month, then the Total Demand Charge shall be 
reduced by an amount computed as follows: Determine for each 
such day the number of Mcf which Seller was unable to deliver 
as above stated and multiply the sum of all such days’ deficiencies 
by 6.2¢ 

7. ADJUSTMENT FOR HEATING VALUE 
In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased 
in proportion to the increase above 1,025 Btu per cubic foot 


8. MEASUREMENT BASE 
Refer to Section 3 of the General Terms and Conditions. 
9. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate 
schedule and are hereby made a part hereof. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 25 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 25 


RATE SCHEDULE S-1 


Storage Service—Eastern Zone 
(Indiana, Ohio and Michigan) 


1. AVAILABILITY 


This rate schedule is available to Michigan Gas Storage Company 
(hereinafter called Buyer) for the purchase of natural gas from 
Seller under a Service Agreement providing for an Annual Contracted 
Volume of gas. 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to all gas sold and delivered by Seller 
to Buyer, for resale and for storage and ultimate resale. 

During April, May, June, July, August, September and October 
Seller may at its election deliver up to 10% less than the monthly 
volumes set forth in service agreement executed under this rate 
schedule, provided, however, that during any calendar year Seller 
shall not deliver less than 96% of the annual contracted volume; and 
provided further, that the cumulative deficits shall not at the end of 
any calendar year exceed 8% of the contract volume. Seller may also 
make deliveries to the extent accepted by Buyer in excess of the 
scheduled volume for the month, and a deficiency in deliveries for a 
particular month against which a credit for advanced deliveries is 
applied shall not be deemed to be a deficiency in deliveries hereunder. 
In making the deliveries provided above, daily deliveries may be made 
at such rate as Seller shall elect within the capacity of Buyer’s facili- 
ties to receive gas and to serve its markets. 

Seller shall not become obligated to deliver any gas to Buyer, pur- 
suant to their Service Agreement executed under this rate schedule, 
during the months of January, February, March, November, and De- 
cember of any year. However, Seller may elect to deliver gas here- 
under on any day, in such quantities and rate of delivery as it may 
elect and as Buyer may take, which deliveries shall be deemed made 
under this rate schedule. 


RATE 

23.7¢ per Mcf of gas delivered during the month. 
MINIMUM ANNUAL BILL 

A sum equal to 23.7¢ multiplied by 75% of the Annual Contracted 
Volume. 

The amount, if any, by which the Minimum Annual Bill exceeds 
the payments otherwise made by Buyer to Seller under this rate 


schedule during any calendar year, shall become due and payable with 
the December bill. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 27 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 27 


RATE SCHEDULE I-1 


Interruptible Service—Eastern Zone 
(Indiana, Ohio and Michigan) 


. AVAILABILITY 


This rate schedule is available to any Buyer under the General 
Service or Limited Service rate schedules for the purchase of natural 
gas from Seller at delivery points on the Seller’s pipeline system with- 
in the States of Indiana, Ohio, and Michigan on execution of a Service 
Agreement in the form prescribed under this tariff for service under 
this rate schedule. 


. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule shall apply to natural gas delivered by Seller to 
Buyer on an interruptible basis in excess of Buyer’s Contract Demand. 
Gas sold and purchased hereunder shall be gas for resale for ultimate 
public consumption. 
. RATE 
23.7¢ per Mcf of gas delivered during the month. 
. MINIMUM BILL 
None. 


- ADJUSTMENT FOR HEATING VALUE 


In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
the proportion to the increase above 1,025 Btu per cubic foot. 


. DETERMINATION OF DELIVERIES 
The volume of gas delivered under this rate schedule during any 
day when Seller makes gas available hereunder shall be the volume of 


gas delivered to Buyer in excess of the volumes Seller is obligated to 
deliver to Buyer under other rate schedules. 


Issued by: (Prescribed by Federal Power Effective: May-1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 29 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 29 


RATE SCHEDULE I-2 


Interruptible Service—Central Zone 
(Missouri and Illinois) 


1. AVAILABILITY 
This rate schedule is available to any Buyer under the General 
Service or Limited Service rate schedules for the purchase of natural 
gas from Seller at delivery points on the Seller’s pipeline system 
within the States of Missouri and Illinois on execution of a Service 
Agreement in the form prescribed under this tariff for service under 
this rate schedule. 


. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule shall apply to natural gas delivered by Seller to 
Buyer on an interruptible basis in excess of Buyer’s Contract Demand. 
Gas sold and purchased hereunder shall be gas for resale for ultimate 
public consumption. 


. RATE 
21.0¢ per Mcf of gas delivered during the month. 


. MINIMUM BILL 
None. 


. ADJUSTMENT FOR HEATING VALUE 


In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
the proportion to the increase above 1,025 Btu per cubic foot. 


DETERMINATION OF DELIVERIES 

The volume of gas delivered under this rate schedule during any 
day when Seller makes gas available hereunder shall be the volume of 
gas delivered to Buyer in excess of the volumes Seller is obligated to 
deliver to Buyer under other rate schedules. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 
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APPENDIX IV 


PANHANDLE EASTERN PIPE LINE COMPANY First Revised Sheet No. 31 
F. P. C. Gas Tariff, Original Volume No. 1 Superseding Original Sheet No. 31 


RATE SCHEDULE I-3 


Interruptible Service—Western Zone 
(Texas and Kansas) 


. AVAILABILITY 


This rate schedule is available to any Buyer under the General 
Service or Limited Service rate schedules for the purchase of natural 
gas from Seller at delivery points on the Seller’s pipeline system 
within the States of Texas .nd Kansas on execution of a Service 
Agreement in the form prescribed under this tariff for service under 
this rate schedule. 


APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule shall apply to natural gas delivered by Seller to 
Buyer on an interruptible basis in excess of Buyer’s Contract Demand. 
Gas sold and purchased hereunder shall be gas for resale for ultimate 
public consumption. 


. RATE 
20.2¢ per Mcf of gas delivered during the month. 


. MINIMUM BILL 
None. 


. ADJUSTMENT FOR HEATING VALUE 


In the event the arithmetic average total heating value of the gas 
delivered by Seller to Buyer in any month is less than 975 or more 
than 1,025 Btu per cubic foot, the total charge for such month shall 
be decreased in proportion to the decrease below 975 or increased in 
the proportion to the increase above 1,025 Btu per cubic foot. 


. DETERMINATION OF DELIVERIES 
The volume of gas delivered under this rate schedule during any 
day when Seller makes gas available hereunder shall be the volume of 


gas delivered to Buyer in excess of the volumes Seller is obligated to 
deliver to Buyer under other rate schedules. 


Issued by: (Prescribed by Federal Power Effective: May 1, 1954 
(Commission in Opinion No. 269 
(and accompanying order 





FEDERAL POWER COMMISSION 
In THE MATTER oF 
PACIFIC GAS AND ELECTRIC COMPANY 
Opinion and Order Terminating Rate Proceeding 
Docket No. E-6482 
June 17, 1954* 
Syllabus 


. Public utility cannot by contract place its rates beyond reach of regulation by 
public authority. P. 205. 

. State Commission regulation cannot bind this Commission in the exercise of 
its jurisdiction or limit the effectiveness of filing provisions of the Federal 
Power Act. P. 205. 

. Fact that PG&E makes the only other resale service rendered by PG&E in 
interstate commerce and certain other comparable resale sales in intrastate 
commerce at rates below the proposed rate does not appear to amount to 
an undue discrimination or preference. Pp. 208, 216. 

. Contractual rights may be abrogated by the operation of statutory rate filing 
and suspension provisions of Section 205 of the Federal Power Act. P. 210. 

. Section 205 of the Federal Power Act does not qualify the right of a seller 
to maintain rates which satisfy statutory standard by any requirement for 
the consent of the buyer or for a Commission finding with respect to the 
former contract rate. P. 211. 

. If a finding on the lawfulness of the 1948 contract were necessary or appro- 
priate, the finding would have to be that the 1948 rate is unreasonably low 
and therefore unlawful, since the contract rate yields less than a fair 
return. P. 213. 

. Commission terminates proceeding under Section 205 of the Federal Power 
Act after finding that the proposed rate is not unjust or unreasonable. P. 216. 


Commissioners SmirH and Dory dissenting. 


Robert H. Gerdes, Ralph W. DuVal, Frederick T. Searls, and 
Robert E. May for the Pacific Gas and Electric Co. 

William C. Chamler, Eliott E. Vose, and Gerard Thomas for the 
Sierra Pacific Power Co. 


Howard FE. Wahrenbrock and Drexel D. Journey for the staff of 
the Federal Power Commission. 


By THe ComMISsION : 


Oprnion 


This is a proceeding under Section 205(e) of. the Federal Power 
Act to determine the lawfulness of a proposed rate increase esti- 
mated to amount to $419,400 (28.4%) on the basis of 1953 opera- 


* Designated Commission Opinion No. 270. Rehearing denied by order issued July 30, 
1954. 


Epitor’s Note: Reversed 350 U. S. 348 (1956). 
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tions, for wholesale electric service rendered by the Pacific Gas and 
Electric Company (PG&E) to the Sierra Pacific Power Company 
(Sierra). 

The increase was proposed on February 2, 1953, when PG&E ten- 
dered for filing, pursuant to Section 205(d) of the Act, a proposed 
supplemental rate schedule, to become effective April 6, 1953, tenta- 
tively designated as Supplement No. 1 to its Rate Schedule FPC 
No. 3. PG&E, by the proposed supplement, sought to substitute the 
increased demand and energy rates? for those theretofore used? in 
billing Sierra for approximately 40,000 kw of firm power purchased 
from PG&E under an agreement, designated as PG&E’s Rate Sched- 
ule FPC No. 3, entered into March 4, 1948. That agreement, by its 
terms, is to continue until July 1965, or for a period of 15 years 
after the in-service date of an additional 110-kv line which may be 
constructed pursuant to the agreement. The proposed supplemental 
rate schedule would leave unaltered other terms of the 1948 agree- 
ment including (1) the provision for the purchase from PG&E by 
Sierra of 4000 kw of power as stand-by for hydroelectric generat- 
ing plants on Sierra’s system at the rate of $30,000 per year, (2) 
the 15-year term provision, (3) the minimum bill provision, and (4) 
the provision which prevents Sierra from building any additional 
generating facilities or from obtaining any of its energy supply 
from any other new source except under “minor standby and minor 
exchange agreements” for the duration of the agreement. 

The Public Utilities Commission of California, the Public Serv- 
ice Commission of Nevada, and Sierra were invited to comment 
upon the proposed increase. The California Commission declined 
to comment in view of the pendency of a related proceeding before 
it. The Nevada Commission filed a response in which it stated that 
because of the present contractual agreement between PG&E and 
Sierra it opposed the proposed increase and requested that a public 
hearing be held before any increase be granted. Sierra also re- 
quested a hearing before this Commission stating that it regarded 


1 Sierra has received wholesale electric service from PG&E under several successive 
contracts since 1923. The service here involved is rendered by the delivery of energy by 
PG&E over two 60-kv and one 110-kv transmission lines extending approximately 27 miles 
from PG&P’s Drum Substation and Spaulding hydroelectric plant on its interconnected 
system which serves a large portion of the State of California, to Summit near the Donner 
Pass where the energy passes to like lines of Sierra and is then transmitted to Sierra's 
interconnected system serving load centers chiefly located in northern and northwestern 
Nevada and to a minor extent in eastern California. 

2 The proposed demand and energy charges are similar to PG&E's schedule “R” now 
on file with the Public Utilities Commission of California as a rate generally available 
for service in intrastate commerce to resale customers with no generating facilities of 
their own and purchasing only from PG&E. 

8The demand and energy rates which would be superseded are similar to PG&E's 
schedule “P-31" formerly on file with the California Commission as a rate generally avail- 
able for service in intrastate commerce to resale customers with no generating facilities 
of their own and purchasing only from PG&E. 
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the rates contained in the proposed supplement to be unjust and 
unreasonable because the former rates had been designed to meet a 
competitive situation, and in any event that it possessed certain 
contract rights under the 1948 agreement which could not be changed 
under the rate filing and suspension provisions of Section 205 of the 
Act, but only under the rate complaint and investigation provisions 
of Section 206 upon a finding that the 1948 contract and rates are 
unlawful. 

By order issued March 13, 1953, this Commission suspended the 
rate increase embodied in the proposed supplemental rate schedule 
and ordered that a hearing be held concerning the lawfulness of the 
proposed rate. 

Sierra’s petition for leave to intervene was granted but the Com- 
mission denied Sierra’s further request to reject the proposed sup- 
plement as improperly filed under Section 205. That request was 
made by Sierra in order to obtain a determination by this Commis- 
sion, in advance of any determination on the merits of the proposed 
rate, that contract rights may not be changed under the rate filing 
and suspension provisions of Section 205 of the Act. The denial 
was stated to be without prejudice to Sierra’s right thereafter to 
maintain its contentions. An application for rehearing of the re- 
fusal to reject the proposed supplemental rate schedule was dis- 
missed by an order which stated that: 

The petition for rehearing * * * must be dismissed as being improperly filed 
because the matters therein sought to be reviewed involve only an interlocu- 


tory and procedural ruling and do not involve a final decision by this Com- 
mission of the only substantive issue as to which a rehearing is sought. 


On May 1, 1953, the hearing set by our order of March 13, 1953, 
was concluded after all parties were afforded an opportunity to 
present evidence in support of their respective positions. The in- 
termediate decision procedure was omitted and oral argument was 
presented by all parties before the full Commission. 

Subsequent to the oral argument the Commission set the proceed- 
ing down for further argument on the following six questions: 


(1) How has the rate of return derived under the contract in the period 
since it was entered into compared with the rate of return foreseen or rea- 
sonably foreseeable by P. G. & E. when it entered into the 1948 contract, and 
with the rate of return experienced initially under the 1948 contract? 

(2) How has the growth in amount of capacity and energy sold under this 
contract compared with the growth foreseen or reasonably foreseeable by 
P. G. & E. when it entered into the 1948 contract, in its effect on rate of re 
turn from this sale? 


(3) How has the increase in operating expenses and plant investment allo- 
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cable to this business compared with that foreseen or reasonably foreseeable 
by P. G. & E. when it entered into the 1948 contract? 

(4) What has been the net effect of changes not foreseen and not reasonably 
foreseeable by P. G. & E. in the amount of capacity and energy sold under 


this contract and in operating expenses and plant investment allocable to this 
business? 


(5) Was the rate of return on this business which was experienced during 
the year 1952 a rate of return foreseen or reasonably foreseeable by P. G. & 
E. at the time the contract was entered into? 

(6) How has the rate of return derived under this contract since it was 
entered into compared with the rates of return derived under the other special 
contracts under which P. G. & E. sells electricity for resale? 

PG&E thereafter requested further hearing after failure of all 
counsel to reach an agreement as to the enlargement of the record 
(without additional hearing) which counsel for PG&E and Sierra 
deemed necessary in addressing themselves to the questions for con- 
sideration on reargument. Such further hearing was held and all 
parties afforded an opportunity to present additional evidence in 
support of their respective positions. That hearing was concluded 
on March 24, 1954.4 

On April 23, 1954, reargument on the questions we had posed was 
presented by all parties before the full Commission. 

Subsequently, Sierra requested leave to file certain proposed sup- 
plemental findings of fact and conclusions of law in support of 
certain contentions hereinafter summarized. Counsel for PG&E and 
Staff Counsel opposed the requested findings. In the view we take 
of this proceeding as hereinafter set forth we regard those requested 
findings and conclusions as unnecessary or unwarranted. 



















JURISDICTION 














Inasmuch as no question concerning this Commission’s jurisdiction 
over the sale here involved was raised by any party to this proceed- 
ing, jurisdiction being specifically admitted by both PG&E and 
Sierra, we will pass on first to a consideration of the lawfulness of 
the proposed rates as contemplated by the requirements set forth in 
Sections 205(a) and (b) and then to a consideration of Sierra’s 
contentions concerning the scope of the rate filing and suspension 
provisions of Section 205 of the Act. 


REASONABLENESS OF THE PROPOSED RATE 








With a possible exception which we later will show to be un- 
founded, there is no dispute that the proposed rate will not provide 





4 The record as enlarged includes certain exhibits proffered by Staff Counsel at the con- 
Clusion of the prior hearing held in this proceeding. 
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more than PG&E’s cost of rendering the service here involved to 
Sierra, including in such costs return on an allocated portion of 
PG&E’s net investment at a rate of return (514%) which would be 
reasonable for its electric operations as a whole. The cost of serv- 
ice based on the test year 1952 is shown by an exhibit (Exhibit 19) 
prepared at the Staff’s request by PG&E in accord with applicable 
precedents of this Commission.5 That exhibit shows that the pro- 
posed rate will provide revenues sufficient to yield a return to PG&E 
of 4.75% on a net investment rate base. 

Staff counsel regarded the cost of service for the test year as re- 
quiring adjustment to reflect lower income taxes in the immediate 
future which would result from PG&E’s accelerated amortization 
of certain of its facilities in computing state and federal income 
taxes.® If any adjustments in the test year figures are to be made, 
PG&E’s counsel thought adjustments should be made to reflect in- 
creased operating expenses from wage increases granted during the 
test year but reflected in its exhibits only for a part of the year, 
increases which have already occurred in fuel costs, and increases 
in expenditures for fuel which would have resulted had the test 
year been an average instead of an exceptionally high water year. 
Evidence to support such adjustments was not introduced because 
they would be too small to affect the conclusions predicated upon 
the use of the unadjusted test year figures. Accordingly, we find 
the use of the unadjusted test year figures for cost of service sufli- 
cient for the purposes of this proceeding. 

Notwithstanding the fact that even the proposed increased rate 
will not provide a 514% rate of return, Sierra urges that this is of 
no consequence in this proceeding. It argues that the present lower 
contract rate is just and reasonable because that rate, along with 
all other terms of the 1948 agreement, was offered by PG&E im an 
effort to retain Sierra as a customer during a period when, it says, 
alternative sources of power were available to it at competitive 
rates. Sierra maintains that it gave up all opportunity to meet its 
system power requirements from such other sources, notably from 


5 Incorporated within Exhibit 19 are certain changes proposed by the Staff from the 
method of computing cost of service and rate of return used by PG&E in its Exhibits 3 
and 4. Basically Exhibit 19 develops cost of service by applying a 54% rate of return, 
which all parties agreed for the purposes of this case would be reasonable for PG&D’s 
electric operation as a whole, to a net investment rate base computed by deducting from 
original cost of plant the accrued depreciation reserve requirement and adding working 
capital. This method of computing cost of service and rate of return is consistent with 
prior determinations by this Commission and is reasonable in this proceeding, as is the 
5% % rate of return stipulated by the parties to be a reasonable rate of return for PG&E's 
electric operations as a whole; and the method of computation adopted by PG&E in its 
Exhibits 3 and 4 insofar as it departs from that used in Exhibit 19 is not accepted. 

6 That was before our decisions issued December 4, 1953, in Opinion 264, 12 F. P. C. 369, 
and April 15, 1954, in Panhandle Eastern Pipe Line Co., Opinion No. 269, 13 F. P. C. 53. 
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the United States Bureau of Reclamation, in reliance upon the 
binding effect of all terms of the 1948 agreement. It insists that to 
change the rate set forth in the 1948 agreement and leave unaltered, 
among other things, the 15-year term provision, the minimum bill 
provision and the provision against utilization of other sources of 
power would be grossly unfair. Sierra seeks support from the Cali- 
fornia Commission’s orders originally approving the 1948 agree- 
ment and subsequently refusing to authorize an increase in the rate 
provided therein. 

Although the Commission is not confined to one particular method 
of determining whether a rate is just and reasonable (Cf. F. P. C. 
v. Natural Gas Pipeline Co., 315 U. S. 575, 585-586), we have, upon 
an examination of the record in this proceeding concluded that suf- 
ficient reason has not here been shown for departing from the cost 
of service method, for the following reasons: 

First, we cannot accept Sierra’s premise that because the 1948 
contract rate was negotiated under competitive conditions, that rate 
necessarily remains just and reasonable. For it has long been well 
established that a public utility cannot by contract place its rates 
beyond the reach of regulation by public authority. Union Dry 
Goods Co. v. Georgia P. S. Corp., 248 U. S. 372, 375; Producers 
Transp. Co. v. Railroad Commission, 251 U. S. 228, 232; F. P. C. v. 
Natural Gas Pipeline Co., 315 U. S. 575, 582-583. 

Second, we find Sierra’s argument that it has foregone other 
sources of supply in reliance upon the continuance of all terms of 
the 1948 agreement unconvincing in the light of the record which 
clearly shows that in 1948 Sierra regarded the other sources of 
supply as being so unacceptable that PG&E became, in fact, the 
only feasible source. 

Third, we also find unconvincing Sierra’s argument that it would 
be grossly unfair to change the rate set forth in the 1948 contract 
while leaving all other terms unaltered, in view of the fact that 
Sierra has not shown, and on cross examination its president could 
not suggest any alterations which he thought. should be made in 
other terms if the rate were changed as proposed. 

Fourth, with respect to the California Commission’s orders, we 
fail to see how they can bind this Commission in the exercise of 
its jurisdiction or limit the effectiveness of the filing provisions of 
the Federal Power Act,’ even if they were to be construed as Sierra 
argues. We do not undertake to decide whether they should be so 
construed for the question of the jurisdiction of the California 


7 State Commission regulation, even in matters properly within the jurisdiction of the 
state commission, is no limitation on subsequent federal regulation. United States v. 
New York Telephone Co., 326 U. S. 638, 647-648. 
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Commission is disposed of by the facts upon which we find that the 
sale is a sale at wholesale in interstate commerce subject to the regu- 
lation provided in the Federal Power Act. See United States y, 
P. U. C. of California, 345 U. S. 295. 

Fifth, even if PG&E’s entry into the 1948 contract were to be 
accepted as demonstrating that the then foreseeable rate of return 
under that contract must be deemed the rate of return which is still 
reasonable for this particular business, it appears from the record 
here that due to the increases in other costs which have occurred 
since then® the presently proposed increase will merely restore that 
rate of return, not go above it. 

We think it necessary to discuss in more detail only the fifth of 
these conclusions. 

In order to compare the rate of return which the proposed rate 
is expected to produce with that reasonably foreseeable at the time 
the 1948 contract was negotiated, PG&E made comparisons of costs 
of service, computed by the same methods which it had initially 
employed in this case (Exhibits 3 and 4, referred to in footnote 5 
above). While those methods produce lower rates of return than 
the methods employed in the exhibit upon which we principally 
rely in our findings herein and indicate, for example, that 1952 
earnings under the proposed rate would be 3.23% instead of 4.75%, 
we find that the use of those methods provides a sufficient basis for 
the following comparison among themselves of rates of return under 
the two schedules for different years: 








Reasonably foresee-} Reasonably foresee- 
able rate of return | able rate of return 

under 1948 contract | under proposed 

rate, as of the time | rate on this record 
it was negotiated 


Percent Percent 


Within the margin for errors which we would expect in such com- 
putations these figures indicate that there is no substantial difference 
between the rate of return which PG&E seeks by the present pro- 
posal, and that which was reasonably foreseeable at the time the 
1948 contract was negotiated. 


8 PG&P’s exhibits show that the increase in volume of sales to Sierra (over the forecast 
as of the time the 1948 contract was negotiated), with the resulting decrease in revenue 
per unit of service, was responsible for only a very insignificant part of the decrease in 
the actual rate of return below what was reasonably foreseeable. This was not disputed. 
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We do not find Sierra’s arguments against these figures persua- 
sive. 

Thus Sierra contends that what we have denominated “the rea- 
sonably foreseeable rate of return under 1948 contract rate as of 
the time it was negotiated” is purely hypothetical—never actually 
presented to PG&E’s management in those figures and in writing 
at the time the contract was being negotiated. But it is clear to us 
from the evidence of record that PG&E’s management did have 
substantially equivalent information.® For we think it must rea- 
sonably be inferred that PG&E’s management was capable of and 
did appreciate the effect of the only substantive adjustments re- 
flected in these figures to the cost of service study then made for it, 
and did not have to have the figures presented in the same form as 
they have been presented here in order to be guided by the same 
essential considerations. 

So also we think that Sierra misinterprets the significance of the 
papers drawn from PG&E’s files upon which it rests its contention 
that PG&E expected a 6% rate of return from the Sierra business 
at the P-31 rate, and based that expectation upon the use of a dif- 
ferent method of allocating costs to the service to Sierra. That 
question was orally argued at length at the reargument before the 
Commission and we have concluded that the computations referred 
to by Sierra related to alternative offers which might be made to 
Sierra and whether there was any real likelihood of a better offer 
than PG&E’s P-31 rate (plus a charge for 4,000 kw of standby 
capacity for Sierra’s hydro plants). They were not computations 
of PG&E’s costs of service under the P-31 rate, and involved no 
assumption that those costs would properly be determined upon any 
other basis of allocation than that reflected in the percentage figures 
we have set forth. 

Even if PG&E’s management had, for some purpose, assumed 
that only the costs of transmission from Shasta to Summit plus 
PG&E’s cost of power purchased from the Central Valley Project 
should be deemed its cost of service to Sierra, we could not accept 
that fact as a sufficient reason for this Commission to depart from 
its consistent practice, absent special circumstances, and accept such 


9 The record shows that these percentages were developed from a cost of service study 
based upon 1946 costs made and submitted to the management for the purposes of the 
negotiations which eventually resulted in the 1948 contract rate. They embody only two 
further adjustments: the decreased revenues the 1948 contract rate would provide as 
compared with PG&P’s first offer to Sierra, and recognition that by the time agreement 
was actually reached, PG&E’s operating costs had advanced 10% over the 1946 levels used 
in the cost of service study (the latter is, of course, in the nature of a concession against 
interest by PG&E). 





208 FEDERAL POWER COMMISSION 


an “allocation” as a basis for a forecast of costs of or a rate of 
return from PG&E’s service to Sierra under the P-31 rate.’° 

Sierra’s particular reliance upon Mr. J. S. Moulton’s memorandum 
of February 16, 1948, as indicating the contrary is wholly unavailing. 
Mr. Moulton seems at most to be suggesting a possible method of 
attempting to justify before the California Commission the 1948 
contract rate which he recognizes would return less than the prop- 
erly allocated cost of the service—a method which never appears to 
have been adopted by PG&E: 

In general connection with the proposed contract, the rate is less than the 
allocated cost of service. If we are called upon by the Public Utilities Com- 
mission to justify it when approval of the contract is requested, it can be done 
only on the basis of assigning a low cost of power to the supply and the use 
of increment costs for the balance of the items entering into the total cost of 
service. 

Accordingly, we conclude that the proposed rate is not unjust or 
unreasonable. 

DISCRIMINATION 


It does not appear that the proposed rate will be unduly discrim- 
inatory or preferential. 

That rate is substantially the same as that used by PG&E in 
rendering wholesale electric service to the California-Oregon Power 
Company pursuant to a special contract filed as its rate schedule 
FPC No. 6, which is the only other schedule PG&E has on file 
with this Commission involving a firm sale for resale in interstate 
commerce. The two services appear to be generally comparable 
except that the cost of rendering the California-Oregon service is 
roughly 144 less than the cost of this service, such differential being 
due to the special investment in PG&E’s three transmission lines 
from its Drum Substation and Spaulding hydroelectric plant on its 
interconnected system to Summit where delivery is made to Sierra, 


10If such an “incremental” cost basis were to be adopted, on the uncontroverted evi- 
dence in this record the P-31 rate would still not provide a 6% return, or any return 
at all on PG&H’s investment in the transmission facilities. Sierra’s claim that it would 
is based on the assumption that the Central Valley Project power required to serve Sierra 
would have cost PG&E 3.74 mills per kwh for 232,000,000 kwh including 10% losses, or 
$870,000, in 1952, leaving $328,000 to cover PG&E’s $375,000 cost of transmission from 
Shasta to Summit. 

But, the figure of $870,000 for cost of Central Valley Project power is based on the 
1952 average cost to PG&E of all the energy it purchased from Centra] Valley Project, 
including not only firm power (the kind required to serve Sierra) but very large amounts 
of dump power, which would not meet Sierra’s needs or satisfy its contract right to 
receive firm power. If PG&E’s cost of firm power purchased from the Central Valley 
Project is used, $1,109,000, the revenues produced by the P-31 rate would barely have 
covered that cost, leaving only $89,000 remaining to meet the $375,000 transmission cost. 

Furthermore there is no warrant for the Commission to adopt a method of determining 
cost of serving a particular customer from an integrated electric power supply system 
which considers only the cost of energy from a single source of power on that system. 
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and the additional cost of maintaining and operating these lines." 
However, inasmuch as the record does not show that the rate to 
California-Oregon exceeds the cost of rendering that service, caus- 
ing it to bear a disproportionate share of PG&E’s total expenses, 
or show that ultimate consumers affected by that rate are at a com- 
petitive disadvantage as compared with ultimate consumers served 
by Sierra, this differential does not of itself make the proposed rate 
unduly discriminatory cr preferential. 

In addition to the foregoing the record shows that PG&E ren- 
ders generally comparable wholesale electric service in intrastate 
commerce under special contract to the Cities of Alameda, Biggs, 
Gridley, Healdsburg, Lodi, Lompac, Palo Alto, Redding, Roseville, 
Santa Clara, Ukia, the Plumas-Sierra Rural Electric Cooperative, 
and the Sacramento Municipal Utility District at rates between 14% 
and in one case 38% below the proposed rate to Sierra. However, 
as it does not appear from the record that these rate differentials 
will cause the Sierra service to bear any disproportionate part of 
PG&E’s total expenses, inasmuch as even with the proposed in- 
crease the rate to Sierra will not exceed the cost of serving it, or 
that either Sierra or the ultimate consumers served by it will suffer 
any competitive disadvantage by reason thereof, these differences 
do not appear to amount to an undue preference or discrimination. 

We conclude that the proposed demand and energy rates set forth 
in Supplement No. 1 to PG&E’s Rate Schedule FPC No. 3 are not 
unjust or unreasonable, and not unduly discriminatory or preferen- 
tial, and are therefore not unlawful. 


THE FILED-RATE PROVISIONS OF THE ACT 


Sierra, in opposing the proposed increase, has advanced the fol- 
lowing contentions with respect to the procedures by which an in- 
crease in a contract rate may become effective: 

First, that Section 205 of the Act does not authorize an alteration 
of a contract to be effectuated by the unilateral act of a public util- 


11 The method used in preparing Exhibit 19, which PG&E’s witness thought reasonable, 
does not distinguish the costs associated with the special facilities used solely to serve 
Sierra from those associated with PG&E's total integrated plant, but rather, treats such 
special facilities as part of PG&E’s total integrated plant, a portion of which is allocated 
to Sierra. The Commission’s Staff suggested such treatment in view of the failure of 
PG&E to exclude costs associated with similar special facilities for serving certain other 
customers or areas from total integrated plant costs, a portion of which PG&E had 
allocated to Sierra in addition to the costs associated with the special facilities used 
solely to serve it. Under the circumstances of this case we find the treatment of special 
facility costs embodied in Exhibit 19 reasonable for the purpose of determining the 
reasonableness of the rate to Sierra; but for the purpose of comparing the rates to Sierra 
with those to California-Oregon, the investment in special facilities to serve Sierra, and 
expenses of operating them must be recognized, as it is in the text. 
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ity filing a new rate schedule or by an order of the Commission en- 
tered in a proceeding held on the suspension of such a filing. Rather, 
it says, such alterations may be accomplished only in a rate investi- 
gation under Section 206, upon a finding that the contract and rate 
fixed therein are unlawful. 

Second, that when a new schedule is filed pursuant to Section 
205(d) embodying a change in a contract rate previously on file 
with this Commission, the previously filed contract and rate set 
forth therein must be found to be unjust, unreasonable, or unduly 
discriminatory or preferential, before the new rate can be allowed 
to stand. 

We will not pause to discuss the apparent inconsistency of these 
contentions, the first denying that a contract can ever be altered 
under Section 205 and the second arguing that it can be altered 
under that section if a certain finding (not specified in that section) 
is made, but will proceed to a consideration of each in turn, they 
having been exhaustively briefed by both Sierra and the Staff 
Counsel. 

On each of the several previous occasions when we have been 
called upon to interpret the scope of Section 205 of the Power Act 
or the equivalent Section 4 of the Natural Gas Act, we have re- 
jected any contention that an abrogation of contract rights may not 
be worked by the operation of the statutory rate filing and suspen- 
sion provisions. 

In City of Los Angeles v. Nevada California E. Corp., 2 F. P. C. 
104, the defendant public utility contended that the Commission did 
not have power to reduce a contract rate charged a municipal whole- 
sale purchaser on complaint by the purchaser because, defendant 
argued, the seller did not have a correlative right to secure an in- 
crease if the rate were too low. We answered by stating that the 
seller did have a correlative right—the right to file increased rates 
(2 F. P. C. at page 109) : 

Under Section 205(d) of the Act, public utilities may file with the Commis- 
sion proposed changes in their filed rates and charges. This provision appears 
to negative defendant’s contention and to afford adequate protection to it. 

In City of Detroit v. Panhandle Eastern Pipe Line Co., 6 F. P. C. 
1044, petition to review dismissed, 170 F. 2d 150 (C. C. A. 8) we al- 
lowed a supplemental rate schedule filed pursuant to Section 4(d) of 
the Gas Act to become effective without the 30-day delay otherwise 
prescribed by that section. The supplement added a surcharge to con- 
tract rates which had previously been reduced pursuant to Com- 
mission order. The effect of the surcharge was to increase the 
contract rates (as previously modified by the Commission). 

The result of the ruling of the Court was that without any Com- 
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mission finding or other action, the seller was able by its unilateral 
action of filing the surcharge to change the contract rate notwith- 
standing the objection of the buyer. 

In Panhandle Eastern Pipe Line Co., 9 F. P. C. 448, we over- 
ruled a contention advanced by customers of Panhandle that this 
Commission lacked authority under Sections 4 and 5 of the Gas Act 
to order the allocation of gas to customers of Panhandle on terms 
different from those contained in existing contracts, citing our prior 
decision in City of Detroit v. Panhandle Eastern Pipe Line Co., 6 
F. P. C. 196, 204, in which we had relied upon Union Dry Goods 
Co. v. Georgia P. S. Corp., 248 U. S. 372, and Producers Transp. 
Co. v. Railroad Commission, 251 U. S. 228, and pointing out (9 
F. P. C. at page 446): 

Section 4 of the Natural Gas Act, as well as Section 5, provides an adequate 
legal basis for our orders. See Ayrshire Collieries Corp. v. United States, 335 
U.S. 573 (1949). 

Section 4 of the Gas Act corresponds insofar as material here to 
Section 205 of the Power Act, and Section 5 of the Gas Act, to 206 
of the Power Act. 

We have carefully examined Sierra’s first contention and must 
reject its argument that the express language of Section 206 sup- 
plementing the authority of this Commission under that section to 
fix rates found to be unjust, unreasonable, unduly discriminatory or 
preferential, with the power to “fix” “any * * * contract * * * affect- 
ing such rate,’ found to be unjust, unreasonable, unduly discrim- 
inatory or preferential, establishes the only procedure by which an 
abrogation of a contract rate may be accomplished under the Power 
Act, and therefore necessarily precludes any action under Section 
205 which would have the effect of changing an existing contract 
rate. 

Indeed, even a cursory examination will show that the provisions 
of Section 205 expressly authorize the alteration of contracts. Sec- 
tion 205(c) provides for the filing of “schedules showing all rates 
and charges * * * together with all contracts which in any manner 
affect or relate to such rates or charges * * *.” Section 205(d) 
authorizes changes in any “rate” or “charge” or in any “contract” 
relating to such “rate” or “charge” to be effectuated “by filing with 
the Commission * * * new schedules stating plainly the change or 
changes to be made in the schedule or schedules then in force * * *.” 
Section 205(e) confers upon the Commission the power to suspend 
changes sought to be effectuated under Section 205(d) and provides 
by reference power to prescribe the “rate” or “contract” to be there- 
after observed if it finds the rate or charge as proposed unjust, un- 
reasonable, unduly discriminatory or preferential. If it does not 
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so find, the Commission fixes no new rate or contract and the pro- 
posed rate or charge filed pursuant to Section 205(d) becomes effec- 
tive upon termination of the Commission’s suspension, under the 
authority of Section 205(d). 

Only because a public utility making sales at wholesale has the 
power acting unilaterally by filing changed rate schedules to change 
the rates fixed by its prior contracts can it perform the duty which 
was shown to be upon it when the Court in Pennsylvania W. & P. 
Co. v. Consolidated G. FE. L. and P. Co., 184 F. 2d 552 (C. A. 4), 
certiorari denied, 340 U. S. 906, said that: 

One of the most important duties of a public utility, inherent in its fran- 


chise to serve the public, is the duty to take the initiative in proposing reason- 
able rates and rendering adequate services, taking into account changing 


conditions * * *, 

As to Sierra’s second contention that the old contract rate must 
be found unlawful before a new rate can take effect, we believe that 
the provisions of Section 205 show that it is clearly without merit. 
There is nothing in that section that qualifies or limits the right and 
duty placed upon the seller to maintain rates which satisfy the 
statutory standard by any requirement for the consent of the buyer 
or for a Commission finding with respect to the former contract 
rate. The sole condition is that the filed rate may not become effec- 
tive in less than 30 days (unless the Commission otherwise orders) 
and the Commission may suspend any filing and prescribe a rate in 
lieu thereof if, after hearing, it finds that the changed rate proposed 
by the suspended filing is unlawful. 

We think that the conclusion that there is no legally enforceable 
contract rate after the seller’s filing of a new schedule has become 
effective, other than the rate set forth in the newly filed schedule 
necessarily follows from the language of the Supreme Court in 


Montana-Dakota U. Co. v. Northwestern P. S. Co., 341 U. S. 246, 
951: 


It [the customer company] can claim no rate as a legal right that is other 
than the filed rate, whether fixed or merely accepted by the Commission, and 
not even a court can authorize commerce in the commodity on other terms. 

We do not see that this plain meaning of the rate filing and sus- 
pension provisions of Section 205 raises any question of constitu- 
tionality, as Sierra appears to contend, citing Wichita Railroad & 
Light Company v. Public Utilities Commission, 260 U. S. 48. The 
provisions of the Kansas statute there involved seem plainly to have 
required commission approval before the filing of a rate change 
became effective which would distinguish that decision from the 
problem under the Power Act. As the Court pointed out in Mid- 
land Realty Co. v. Kansas City Power & Light Co., 300 U. S. 109, 
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112, when it was considering a decision of the Supreme Court of 
Missouri which had construed the Missouri public utilities statute’? 
as allowing a utility to abrogate existing contract rates by the mere 
filing of a new schedule of rates (in addition to authorizing the 
rate order which the State Commission had later entered to the 
same effect) : 


Defendant’s contention is not that the State lacked power by appropriate 
action to establish and enforce just and reasonable rates but that, as against 
the constitutional provisions invoked, the action taken under the public service 
commission law was not sufficient to abrogate the contract rates * * *. 
There is here involved no question as to the validity of the rates prior to the 
passage of the statute. Without expression of opinion, we assume that then 
the parties were bound by the contract. But the State has power to annul 
and supersede rates previously established by contract between utilities and 
their customers. * * * and it [utility customer] here insists that the contracts 
could not be abrogated “without a proper hearing, finding and order of the 
commission with respect thereto.” It does not, and reasonably it could not, 
contend that immediate exertion by the legislature of the State’s power to 
prescribe and enforce reasonable and non-discriminatory rates depends upon 
or is conditioned by specific adjudication in respect of existing contract rates. 
It is clear that, as against those specified in the contract here involved, the 
rates first filed by plaintiff [utility] and those promulgated by the Commis- 
sion in accordance with the statute have the same force and effect as if directly 
prescribed by the legislature. * * * Plainly, enforcement of the rates in ac- 
cordance with the statute did not violate either the contract clause of the con- 


stitution or the due process clause of the Fourteenth Amendment. [Emphasis 
supplied. ] 


We, therefore, conclude that Sierra is in error in its contention 
that the filing should be rejected and that it cannot become effective 
upon the findings which we make. However, we may point out that 
if a finding on the lawfulness of the 1948 contract rate were neces- 
sary. or appropriate, on the record before us that finding would 
have to be that the 1948 rate is unreasonably low and therefore 
unlawful. For none of the evidence in this record warrants a find- 
ing that any rate would be reasonable that would produce a return 
of substantially less than the 4.75% resulting from the proposed 
rate, which is the minimum PG&E is willing to accept. Notwith- 
standing the stipulated fact that 514% is generally a reasonable 
rate of return on the electric utility business of PG&E, the company 
is willing to accept a rate producing a 4.75% return from this par- 
ticular part of that business as not unreasonably low; the evidence 
also shows that such a rate of return is not substantially different 
from the rate of return which it was willing to accept from this 
business at the time it. negotiated the 1948 contract rate, as we have 
already noted. It is apparent that PG&E regards'the deficiency of 


12 Revised Statutes of Missouri, 1929, Chapter 33, Art. 4. This statute is, in its here 
Pertinent provisions, very similar to the Power Act. 
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0.75 of a percentage point as warranted in order to attract and re- 
tain this particular business in the face of the alternatives that may 
have been available to Sierra. With the investment which PG&E 
has made and has undertaken to make in special facilities on which 
it would earn no return at all if it lost this particular business, it 
would require evidence of a kind not presented in this record to 
warrant a finding that the 4.75% rate of return it is willing to 
accept from this sale is unreasonably low. Not only is there no 
such evidence but it affirmatively appears that this deficiency is not 
offset by any excess return from other sales subject to our jurisdic- 
tion and that the California Commission has ruled that such de- 
ficiencies may not be offset by excesses from other PG&E sales which 
are subject to its regulatory jurisdiction.'* This, and the fact that 
no undue discrimination or preference results from the deficiency, 
as we have already seen, makes clear that the proposed rate is not 
unreasonable and is lawful. But no such considerations, on this 
record, warrant a conclusion that any rate substantially lower than 
that proposed would be reasonable, and hence we would have to 
conclude that the 1948 contract rate is now unreasonable and un- 
lawful. 

The Commission, having considered the record with respect to the 
matters involved and the issues presented and having issued its 
Opinion No. 270 which is hereby incorporated by reference and 
made a part hereof, further finds: 

1. PG&E, as the holder of licenses issued for the hydroelectric 
projects designated in the records of the Commission as Project Nos. 
77, 78, 87, 96, 99, 137, 175, 178, 180, 181, 184, 187, 233, 335, 423, 444, 471, 
502, 525, 606, 616, 619, 708, 737, 772, 776, 802, 803, 869, 889, 911, 
926, 1017, 1018, 1031, 1061, 1121, 1153, 1183, 1187, 1190, 1194, 1258, 
1295, 1318, 1332, 1333, 1335, 1352, 1354, 1361, 1392, 1403, 1408, 1544, 
1550, 1632, 1790, 1962, 2019, and 2118, is a licensee under Part I of 
the Federal Power Act. 

2. PG&E is also a “public utility” within the meaning of Part II 


13 The Public Utilities Commission of California in an opinion dated October 15, 1952, 
96 PUR NS 493, in a proceeding involving a general rate increase by PG&E stated, with 
respect to the 1948 agreement with Sierra and certain other contracts PG&E had entered 
into (all of which were referred to as special resale contracts), at p. 526 as follows: 

The Commission, in considering these special contracts, is of the opinion that an 
opportunity should be afforded the parties to renegotiate these contracts, should they 
so determine. It is obvious that underlying costs have increased since these contracts 
were negotiated. Since by this decision a new basic resale schedule is being adopted, 
opportunity should be afforded for renegotiation of these contracts in the light of the 
new basic resale schedule. The revenues from these services will be computed at the 
new resale schedule for the purpose of determining applicant’s over-all revenue require- 
ments only, but the rates for such resale contract customers will not now be increased. 
By. this method no burden will be: placed on the other classes of customers but any 
burden will fall on the stockholders’ portion of the earnings until such time as the 
contracts may have been renegotiated and have been authorized by the Commission. 
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of the Act by reason of its ownership and operation of facilities 
among others for the transmission, and for the sale to Sierra for 
resale, of electric energy which is transmitted from California and 
consumed at points in Nevada, which facilities are in addition to, 
and do not include, facilities for the generation of electric energy, 
facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. 

3. PG&E makes such sale to Sierra, as it has to that company or 
its predecessor since 1923, by transmission facilities enlarged from 
time to time, extending from its interconnected transmission system 
in California at a transmission substation known as the Drum Sub- 
station and a hydroelectric plant known as the Spaulding plant a 
distance of approximately 27 miles to a point of delivery at Summit 
near the Donner Pass in the Sierra Mountains, in California. Sierra 
receives delivery at Summit and transmits the energy thence by its 
transmission facilities connecting with its interconnected transmis- 
sion system by means of which it serves customers in eastern Cali- 
fornia and a large area in northern and northwestern Nevada. 

The present interconnecting transmission facilities consist of two 
60 kv, and one 110 kv, three-phase, single circuit wood pole trans- 
mission lines and appurtenant facilities. Energy deliveries over the 
60 kv lines are metered at Summit, while those over the 110 kv line 
are metered at Sierra’s “California” substation with adjustment for 
intervening transmission losses. 

4. In 1951, approximately nine-tenths of Sierra’s energy sales were 
made in Nevada, six-sevenths of its customers are located in Nevada, 
and seven-eighths of its revenues are from Nevada, the remainder, 
California. Its purchases from PG&E in 1952 constituted approxi- 
mately 85% of its peak demand and 77% of its total annual energy 
requirements. Approximately 86% of the kilowatt hours purchased 
from PG&E in 1951 were used in the service of customers in Nevada. 

5. The sale by PG&E to Sierra, the negotiation, execution and 
terms of the contract, and deliveries thereunder covered all energy 
delivered to Sierra without respect to the point of its ultimate con- 
sumption, whether in California or Nevada, and at no time has any 
distinction of any kind been made or attempted by the parties, or, 
so far as the record shows, by any regulatory agency, for any pur- 
pose, based upon the points of ultimate consumption. 

6. The sale by PG&E to Sierra of all of the energy delivered at 
Summit is a sale at wholesale in interstate commerce, and subject to 
the provisions of Sections 205 and 206(a) of the Federal Power Act. 

7. The following rate schedules have been filed with this Commis- 
sion by PG&E for resale service to Sierra (or its predecessor) prior 





216 FEDERAL POWER COMMISSION 


to the tender of the proposed Supplement No. 1 to its Rate Sched- 
ule FPC No. 3. 


Rate Schedule No. Other party Date of Date | Effective 
agreement} filed d 


yf ee ee oe Truckee River Power Company 3/23/23 2/17/39 
(Predecessor to Sierra). 

FPC No. 2 (Supersedes FPC No. 1).| Sierra Pacific Power Co 6/6/38 2/17/39 /38 

FPC No. 3 (Supersedes FPC No. 2).| Sierra Pacific Power Co 3/4/48 6/7/48 1/1/48 


8. The increased rate embodied in Supplement No. 1 to Rate 
Schedule FPC No. 3 has been satisfactorily shown to be such as to 
provide not more than a fair return on the portion of PG&E’s net 
investment rate base properly allocable to that service after proper 
allowance for all operating expenses, as shown by Exhibit 19. 

9. No other facts have been shown affecting the justness and rea- 
sonableness of the proposed rate, and it is therefore not unjust or 
unreasonable. 

10. The proposed rate is substantially the same as the rate charged 
California-Oregon Power Company for the only other resale serv- 
ice rendered by PG&E in interstate commerce for which it has filed 
schedules with this Commission. Although the total cost of ren- 
dering this service to Sierra is approximately 44 more than serving 
California-Oregon, the two sales appear to be otherwise generally 
comparable. Inasmuch as it does not appear that the rate to Cali- 
fornia-Oregon exceeds the cost of serving it, or that the ultimate 
consumers connected therewith are placed at a competitive disadvan- 
tage as compared to ultimate consumers connected with this sale to 
Sierra, this cost differential does not, of itself, appear to make the 
proposed rate unduly discriminatory or preferential. 

11. Inasmuch as the proposed rate to Sierra is not more than the 
cost of serving it and neither Sierra nor ultimate consumers served 
by it will suffer any competitive disadvantage by reason of the fact 
that PG&E makes certain other comparable resale sales in intra- 
state commerce at rates estimated to be between 14% and in one case 
38% below the proposed rate, such differences do not appear to 
amount to an undue discrimination or preference. 

12. The proposed rate is not unlawful. 

The Commission orders: 

The proceeding initiated by our order issued March 13, 1953, in 
this docket be and the same hereby is terminated. 

Commissioners Smith and Doty dissenting. 

Dory and Smrrx, Commissioners, dissenting : 


We think no useful purpose would be served by our undertaking 
to analyze extensively or to answer in detail all the varied, and to a 
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considerable degree labored, stages whereby the Commission’s opin- 
ion supports the purely negative findings relied upon by the major- 
ity to justify the lawfulness of the rate change here under consid- 
eration. To do so would, we suspect, lead to still further confusion 
and obfuscation of what we regard as the relatively simple basic 
issues involved in this matter. As we see them, the essentials here 
are susceptible of straight-forward and succinct determination. 

While agreeing with the majority that the private contract be- 
tween these parties (over which jurisdiction is admitted by both of 
them) is subject to our regulatory modification for adequate cause 
shown in a proper proceeding, we are not persuaded by the facts 
of record that such a showing has been made in this proceeding. 
Indeed, it is our conclusion that the evidence shows the rate pro- 
vided for therein, when considered in relation to the others terms 
of the contract (which the Commission’s order does not disturb) 
and in the light of all the relevant attendant circumstances and 
conditions, to be lawful—because not unjust, unreasonable or un- 
duly discriminatory—and therefore that it should be continued in 
effect. 

We reach this conclusion for three major, compelling reasons, 
which, while to some extent interrelated, may be distinguished and 
stated very briefly. 

In the first place, it does not seem to us that the question is 
whether the proposed rate is substantially the same as that charged 
the California-Oregon Power Company for the interstate wholesale 
service furnished it by PG&E, but whether the circumstances sur- 
rounding the origin and development of existing contractual rela- 
tionships between PG&E and Sierra have been such as to justify— 
or in equity to require—special consideration by us similar to that 
evidently given by the California Commission to the still lower rates 
granted by PG&E under special contracts to certain municipalities 
and cooperatives within that State, apparently for reasons not en- 
tirely unlike those which led to its initial favorable rate treatment 
of Sierra. 

As we see it, such special consideration is clearly called for here. 
It is a matter of common knowledge that PG&E has constantly, 
vigorously, and with no little success resisted the expansion of sales 
of electric energy from federal hydroelectric projects to others 
within its general service area. The evidence here indicates that 
such considerations importantly influenced PG&E—and, no doubt, 
Sierra as well—in its negotiation of the long-term, exclusionary 
power-supply contract with Sierra on terms, so far as the rate is 
concerned, particularly favorable to the latter. It does not seem to 


us that the removal or diminution of the threat of competition from 
468918—61——17 
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other potential power sources should now, with our sanction, oper- 
ate to deprive Sierra of the rate advantage of which it. evidently 
availed itself in good faith, and in reliance upon which substantial 
investments in facilities have been made. In vernacular terms, 
PG&E—like Sierra in respect of the undisturbed 15-year term of 
the contract and its restrictive covenant regarding power supply— 
having made its bed, should be required to lie in it—absent some 
showing of harm to the public interest if this axiom were followed. 

We find no such indication of any damage whatever to the public 
interest thereby. On the contrary, the record shows that PG&E has 
voluntarily undertaken to absorb any deficiencies of return under 
these special contracts from earnings which otherwise would be 
available to its stockholders. Hence, continuation of the rate stem- 
ming from its previously enjoyed bargaining position would neither 
necessarily constitute an undue preference to Sierra nor impose any 
consequential burden upon the other customers of PG&E. 

This brings us to the second factor to which we attach major sig- 
nificance in this matter: Whether, under all the circumstances, the 
low over-all return produced in the past and anticipated in the 
future under the rate in question is properly compensatory to PG&E. 
We think so. Although it is clear that on a full allocation of elec- 
tric system costs it will yield less than the 514 per cent net return 
which PG&E accepts as fair for its system operations, no one on this 
record denies that it adequately covers out-of-pocket costs. The 
evidence is by no means convincing as to what, if any, particular 
rate of return PG&E expected it to produce when the contract was 
negotiated, either then or in the future. In the circumstances, how- 
ever, it appears extremely doubtful that any such calculation was 
used—if, indeed, such a projection could then have been made with 
any degree of accuracy—as a basis for the managerial judgment 
exercised and decision made at that time. On the other hand, the 
evidence shows, not only that PG&E voluntarily undertook to ab- 
sorb deficiencies of return under special contracts induced by con- 
siderations of competition and corporate policy, but also that its 
responsible officials recognized that such contracts could be justified 
in rate proceedings only on an incremental-cost basis. 

We know of no rule or policy of this Commission to the effect that 
under any and all circumstances each rate for service must precisely 
return the full allocated system costs of such individual service. 
The weight of judicial opinion appears to be that, while individual 
rates must be compensatory, they may—and in practice quite fre- 
quently and naturally will—yield contributions of varying propor- 
tions to the over-all return of the enterprise. It is our opinion that, 
in all the circumstances of this case, the Commission should utilize 
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the incremental-cost test in determining the reasonableness of the 
rate in question. 

On this basis—according to additional evidence adduced during 
the reopened hearing, emphasized by Sierra in the reargument, and 
relied upon in its supplemental proposed findings and conclusions— 
the contract rate would produce at least a 6 per cent return on the 
facilities employed in rendering the service to Sierra, or substan- 
tially more than that stipulated by PG&E as fair for its electric 
operations over-all. We think this is indicative of the reasonable- 
ness of the contract rates, and that Sierra’s request to file its pro- 
posed supplemental requests for findings of fact and conclusions of 
law should not be brushed aside lightly as “unnecessary or unwar- 
ranted.” 

In this connection we note that, while the majority states that 
“* * * if a finding on the lawfulness of the 1948 contract rate were 
necessary or appropriate, on the record before us that finding would 
have to be that the 1948 rate is unreasonably low and therefore un- 
lawful,” no such finding is made. Rather, it seems to have been 
carefully avoided. Is this because in a section 206 investigation it 
would be necessary, on the logic espoused, to raise Sierra’s charges 
still further so as to yield a return at the stipulated 514 per cent 
rate on fully-allocated system cost of the service? And the deter- 
minant of reasonableness here adopted appears to be the stated fact 
PG&E “* * * is willing to accept a rate producing a 4.75% return 
from this particular part of that business as not unreasonably low 
** * and regards the deficiency of 0.75 of a percentage point as 
warranted in order to attract and retain this particular business in 
the face of the alternatives that may have been available to Sierra.” 
Does this mean that if PG&E were now willing to accept a return 
of 3 per cent and a deficiency of 214 per cent, or a return of 2 per 
cent and deficiency of 314 per cent, such acquiescence on the part of 
PG&E would be accepted as determinative of the question? If so, 
what becomes of this Commission’s function in respect of either 
the reasonableness per se of the rate or its possible unduly discrim- 
inatory relationship to other charges? 

Finally, as to the matter of undue discrimination or preference, 
we must again disagree with the findings and approach of the ma- 
jority. It concludes that, by comparison with the rates of PG&E 
to California-Oregon Power Company and the fully-allocated costs 
of that and this service (Finding 10), and because the proposed 
tate to Sierra does not exceed the fully-allocated cost of service, ete. 
(Finding 11), the proposed rate is neither unduly discriminatory 
nor preferential. 
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From the foregoing discussion it is probably already clear that 
we regard these approaches as both invalid and directed to the 
wrong things, rather than to the essential issues in this case. Be- 
cause of our views as to the reasonableness of the contract rate in 
terms of the initial purposes and undertakings of the parties and 
its present justification on an incremental-cost basis, we deem the 
comparison with PG&E’s charges to the California-Oregon Power 
Company and the emphasis on computations of fully-allocated sys- 
tem costs as being beside the point. In our opinion the present con- 
tract rate should be affirmatively found to be neither unduly dis- 
criminatory nor preferential. 

Furthermore, it is conceded that PG&E has contemporaneously 
maintained similarly favorable rates to certain California munici- 
palities and cooperatives—notably to the City of Redding, which is 
immediately adjacent to the Shasta Dam. While these rates are 
not subject to our jurisdiction, but to that of the California Com- 
mission, we note, as does the majority, that the California Commis- 
sion in 1952 pointed out that “* * * opportunity should be afforded 
for renegotiation of these contracts in the light of the new 
[increased] basic resale schedule.” According to the record here, 
this has not been done; yet, under the theory of the majority 


opinion here the way would be open to raise such charges through 
unilateral action by the filing of higher tariffs. It seems strange 
justice to apply two different standards to possible discriminatory 
tactics by the same company under two different jurisdictions, with- 
out any effort to reconcile the two through cooperative consideration 
and consistent action by the federal and state agencies concerned. 
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NORTHWEST NATURAL GAS COMPANY, G-996, G-1916, 
G-1917; PACIFIC NORTHWEST PIPELINE CORPORA- 
TION, G-1429; WESTCOAST TRANSMISSION COMPANY, 
INC., G-1526, G-1919, G-1920; GLACIER GAS COMPANY, 
G-1816, G-1817, G-1818; NORTHERN NATURAL GAS COM- 
PANY, G-1918, G-1926, G-1927; TRANS-NORTHWEST GAS, 
INC., G-1923, G-1924, G-2111; COLORADO INTERSTATE 
GAS COMPANY, G-2121 


Opinion and Order Authorizing Construction and Operation of 
Natural Gas Facilities and Denying Applications 
for Authorization 


June 18, 1954* 
Syllabus 


1, Area and population to be served through facilities proposed by Pacific greatly 
exceed that proposed by other applicants, and route proposed by Pacific 
would stimulate exploration and development of large production areas by 
providing an outlet for natural gas. P. 226. 

2. Commission finds that any increase in cost of service or decline in competitive 
fuel costs would result in Westcoast project being uneconomic. P. 234. 

8. It would not be in the public interest to permit the importation of natural 
gas as the sole source of supply for customers in need of an uninterruptible 
supply at a reasonable price. P. 235. 

4, Commission issues certificates of public convenience and necessity under Sec- 

tion 7 of the Natural Gas Act to Pacific Northwest and Colorado Interstate 

and either dismisses or denies other certificate applications. P. 239. 





























Chairman KuykeEnpatt dissenting in part. 


Arthur G. Logan and Richard H. Wilmer for Northwest Natural 
Gas Co. 

Binford Arney, Claude A. Roth, Charles E. McGee, Leon M. 
Payne, Earl Foster, Jr., R. E. Christiansen, and W. K. Hudson for 
Pacific Northwest Pipeline Corp. 

R. A. Henderson and Harry A. Poth, Jr. for Glacier Gas Co. 

Justin R. Wolf, Lawrence I. Shaw, and Dale Le Kolste for North- 
ern Natural Gas Co. 

Robert E. May, Charles V. Shannon, and Omar L. Crook for 
Westcoast Transmission Co., Inc. 

J. W. Greenough, Paul H. Graves, John M. McCormick, George 
W. Martin, Charles V. Shannon, and Robert May for Trans-North- 
west Gas, Inc. 





*Designated Commission Opinion No. 271. 


Rehearing denied by order issued August 
4, 1954, infra, p. 1249. 
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Henry F. Lippitt, James L. White, William A. Dougherty, and 
Charles E. McGee for Colorado Interstate Gas Co. 

Alvin A. Kurtz, Joseph B. Hobbs, Harry Albrecht, and Jacob 
Goldberg for the staff of the Federal Power Commission. 


By THe ComMIssIoNn : 


OPprInion 


These proceedings involve interrelated applications! seeking au- 
thorizations for the construction and operation of natural gas fa- 
cilities in the United States. 

Northwest Natural Gas Company (Northwest Natural) is the 
applicant for a certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act (Docket No. G—996); an import 
and export authorization under Section 3 of the Act (Docket No. 
G-1916) ; and a Permit under Executive Order No. 10485 (Docket 
No. G-1917) authorizing, respectively: (1) the construction and op- 
eration of pipeline facilities for the transportation and sale of natu- 
ral gas in Washington, Northern Idaho, and at Portland, Oregon, 
and vicinity; (2) the importation of all of its natural gas supply 
from the Southern Alberta area of Canada, and the exportation of 
natural gas to consumers in the vicinity of Trail and Vancouver, 
British Columbia; and (3) the construction, operation, maintenance 
and connection of natural gas facilities at three points on the in- 
ternational border in the States of Idaho and Washington in the 
vicinity of Kingsgate, Trail and Vancouver, British Columbia. 
Northwest Natural filed a motion, during the latter stages of the 
hearing, to amend its applications limiting its proposed operations 
in the United States to Northern Idaho and Eastern Washington. 
This motion will be discussed with other pending motions respect- 
ing Northwest Natural’s applications. 

Pacific Northwest Pipeline Corporation (Pacific) is the appli- 
cant for a certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act (Docket No. G—1429) authorizing 
the construction and operation of pipeline facilities for the trans- 
portation and sale of natural gas in Colorado, Utah, Wyoming, 
Idaho, Oregon and Washington, extending from the San Juan 
Basin in New Mexico and Colorado, via Boise, Idaho, and Portland, 
Oregon, to various points in the State of Washington. 

Westcoast Transmission Company, Inc. (Westcoast Inc.) is the 
applicant for a certificate of public convenience and necessity un- 


1 The above-entitled matters involving one or more questions in common, respecting 
their proposed gas supply or proposed markets, were consolidated for the purpose of hear 
ing by orders issued January 28 and April 2, 1952 and January 29 and April 8, 1958. 
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der Section 7 of the Natural Gas Act (Docket No. G—1526); an 
import authorization under Section 3 of the Act (Docket No. 
G-1919) ; and a Permit under Executive Order No. 10485- (Docket 
No. G—1920) authorizing, respectively: (1) the construction and 
operation of pipeline facilities for the transportation and sale of 
natural gas in Western Washington and at Portland, Oregon, and 
vicinity; (2) the importation of all of its natural gas supply from 
the Peace River Area of Alberta and British Columbia, Canada; and 
(3) the construction, operation, maintenance and connection of natural 
gas facilities at a point on the international border in the vicinity of 
Sumas, Washington. 

Glacier Gas Company (Glacier) is the applicant for a certificate 
of public convenience and necessity under Section 7 of the Natural 
Gas Act (Docket No. G—1818) ; an import authorization under Sec- 
tion 3 of the Act (Docket No. G—1816) ; and a Permit under Execu- 
tive Order No. 10485 (Docket No. G—1817) authorizing, respectively : 
(1) the construction and operation of pipeline facilities for the 
transportation and sale of natural gas in Northwestern Montana, 
Northern Idaho, and Eastern Washington; (2) the importation of 
all of its natural gas supply from the Southern Alberta area of 
Canada; and (3) the construction, operation, maintenance and connec- 
tion of natural gas facilities at a point on the international border 
in the vicinity of Kalispell, Montana. 

Northern Natural Gas Company (Northern Natural) is the ap- 
plicant for a certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act (Docket No. G—1918) ; an import 
authorization under Section 3 of the Act (Docket No. G—1926) ; 
and a Permit under Executive Order No. 10485 (Docket No. G—1927) 
authorizing, respectively: (1) the construction and operation of 
pipeline facilities for the transportation and sale of natural gas in 
Minnesota, Nebraska and Iowa; (2) the importation of natural gas 
from the Southern Alberta area of Canada; and (3) the construction, 
operation, maintenance and connection of natural gas facilities at a 
point on the international border in the State of Minnesota in the 
vicinity of Emerson, Manitoba. 

Trans-Northwest Gas, Inc. (Trans-Northwest) is the applicant 
for a certificate of public convenience and necessity under Section 7 
of the Natural Gas Act (Docket No. G—2111); an import and ex- 
port authorization under Section 3 of the Act (Docket No. G—1923) ; 
and a Permit under Executive Order No. 10485 (Docket No. G—1924) 
authorizing, respectively: (1) the construction and operation of 
pipeline facilities for the transportation and sale of natural gas in 
Eastern Washington and Northern Idaho; (2) the importation of 
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all of its natural gas supply from the Peace River Area of Alberta 
and British Columbia, Canada, and the exportation of natural gas 
to consumers in the vicinity of Trail, British Columbia; and (3) 
the construction, operation, maintenance and connection of natural 
gas facilities at two points on the international border in the 
State of Washington in the vicinity of Osoyoos and Trail, British 
Columbia. 

Colorado Interstate Gas Company (Colorado Interstate) is the 
applicant for a certificate of public convenience and necessity un- 
der Section 7 of the Natural Gas Act (Docket No. G—2121) au- 
thorizing the construction and operation of pipeline facilities for 
the transportation and sale of natural gas in Colorado and Wyo- 
ming, extending from a point of connection with the proposed line 
of Pacific Northwest at a point near Rock Springs, Wyoming, to 
Colorado Interstate’s existing system at a point near Denver, 
Colorado. 

These consolidated hearings were concluded March 31, 1954. By 
order issued April 1, 1954, upon motion of certain of the parties, 
the Commission omitted the intermediate decision procedure and 
fixed the dates for the filing of briefs and for oral argument in 
these matters. 

There are numerous interveners in the proceedings upon the sev- 
eral applications herein. The identity of interveners is a matter of 
record, and the identity of those participating in these proceedings 
is shown with appearances of counsel. 


PENDING MOTIONS 


Motions have been made by certain parties to dismiss or deny 
the applications of Northwest Natural, Glacier, and Northern Natu- 
ral. These motions are collectively based on the grounds (1) that 
all of those three applicants failed to prosecute their applications to 
completion during the hearing and, (2) that no one of those three 
applicants has obtained the necessary Canadian export authoriza- 
tion for the delivery of gas in any quantities to the areas in the 
United States proposed to be served by them. 

Counsel for Glacier and Northern Natural appeared at the hear- 
ing and stated respectively to the effect that those two applicants 
would not present any evidence in these consolidated proceedings 
in support of their respective applications, nor have they presented 
such evidence. While Northwest Natural appeared and presented 
some evidence which we have considered, it failed to present certain 
of its witnesses when called on by the Presiding Examiner for cross- 
examination. 
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As hereinbefore stated, Northwest Natural filed a motion on Janu- 
ary 27, 1954 to amend its applications to limit its proposed opera- 
tions in the United States to Northern Idaho and Eastern Wash- 
ington. Apparently the only reason for the proposed amendment 
to its pending applications is that Northwest Natural has been un- 
successful in its several attempts to obtain the necessary Canadian 
authority to export natural gas from Canada into the United States 
for its Project as originally proposed. In its motion to amend its 
application Northwest Natural stated that, pending action on its 
application with Canadian authorities for permission to export gas 
from Canada, for its proposed modified Project, its applications in 
these proceedings should be placed in the same category as the Gla- 
cier and Northern applications. Admittedly Northwest Natural, 
Glacier, and Northern Natural have not obtained Canadian authori- 
zation for the export of Canadian gas in any quantities to the areas 
proposed to be served by them in the United States. 

Subsequent to the failure of Northwest Natural to present certain 
witnesses for cross-examination, certain parties moved that the tes- 
timony and exhibits presented by such witnesses on direct examina- 
tion be stricken from the record. The motion to strike was granted 
by the Presiding Examiner. On March 9, 1954, Northwest Natural 
filed an application with the Commission for reversal of the afore- 
said action of the Presiding Examiner and for denial of the motion 
to strike. 

On March 12, 1954, Northern Natural filed a motion to sever its 
applications from these consolidated proceedings. The basis of 
Northern Natural’s motion to sever is that it proposed to serve a 
different area than the other applicants in these consolidated pro- 
ceedings. It does, however, have an interest in these consolidated 
proceedings in that it, together with certain other applicants, pro- 
posed to obtain their gas supply from Southern Alberta. Moreover, 
if Northern Natural is ever prepared to proceed it is entirely pos- 
sible that it would proceed on a basis substantially different from 
that proposed herein. 

In the circumstances herein, no useful purpose would be served 
(1) by granting Northwest Natural’s motion to amend its applica- 
tions as proposed, (2) by reversing the action of the Presiding Ex- 
aminer in granting the motion to strike certain evidence presented 
by Northwest Natural, and (3) by granting Northern Natural’s mo- 
tion to sever its applications from these consolidated proceedings. 

The original applications of Northwest Natural, Glacier, and 
Northern Natural were filed wifh this Commission on February 2, 
1948, October 15, 1951, and March 17, 1952, respectively. No one 
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of these three applicants has made the necessary showing required 
by Section 7(e) of the Natural Gas Act with respect to its ability 
to perform the service proposed in the delivery of natural gas from 
Southern Alberta to the respective areas proposed to be served by 
them. We therefore conclude that these three applications should 
at this time be dismissed without prejudice. 


SUMMARY STATEMENT 


Upon consideration of the record, and the contentions of the par- 
ties, including interveners, it is clear that there is a need for natural 
gas in the areas proposed to be served by all of these applicants. 
The principal question remaining for us to determine is which of 
these applicants, if any, or what combination of them are able to 
meet the requirements of the public convenience and necessity. 

There are certain small communities in Western Washington pro- 
posed to be served by Westcoast Inc., and certain small communi- 
ties in Northeast Washington and Northern Idaho proposed to be 
served by Trans-Northwest which Pacific does not propose to serve. 
On the other hand there are populated areas in the Yakima Valley 
of Washington, Northern Oregon, and Southern Idaho, and small 
communities in Eastern Utah and Western Wyoming and Colorado 
proposed to be served by Pacific which would not be served by West- 
coast Inc., Trans-Northwest, or Colorado Interstate. There are 
large populated areas of Wyoming and Colorado proposed to be 
served by Colorado Interstate which would not be served by the 
other applicants in these consolidated proceedings. However, the 
gas supply for these requirements would be supplied to Colorado 
Interstate by Pacific. 

It is apparent that the area and population to be served through 
the facilities proposed by Pacific greatly exceed the population and 
areas proposed to be served by Westcoast Inc. and Trans-Northwest. 
Moreover, the route of the proposed Pacific pipeline traverses at 
least three large undeveloped sedimentary basins in the States of 
Colorado, Utah, and Wyoming. Exploration and development of 
these production areas would be stimulated by providing an outlet 
for natural gas. It is for these reasons and others, including the 
feasibility of the projects hereinafter discussed, that we conclude 
that the applications of Pacific and Colorado Interstate should be 
granted. 

Since the areas to be served by Pacific in the State of Washing- 
ton and at Portland, Oregon, would be largely duplicated by West- 
coast Inc. and Trans-Northwest, these applications are mutually 
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exclusive and the applications of Westcoast Inc. and Trans-North- 
west must be denied. 


PACIFIC NORTHWEST PIPELINE CORPORATION 


Pacific, a Delaware corporation, proposes to construct and operate 
a natural gas transmission pipe line from Ignacio, Colorado on the 
northern tip of the San Juan Basin, running through the States of 
Colorado, Utah, Wyoming, Idaho, Oregon and Washington with its 
terminus at Bellingham in northwestern Washington. Sales later- 
als are proposed from the main line in south central Washington 
to Spokane and Wenatchee. ~ 

Pacific will receive its supply of gas from the San Juan Basin 
in Colorado and New Mexico, the Piceance Creek field in Colorado 
and from the Big Piney and Dry Piney fields in Wyoming and 
said supply is proposed to be sold in the States of Colorado, Utah, 
Wyoming, Idaho, Oregon and Washington to various local distribut- 
ing companies and to certain industrial customers along the route 
of the pipe line. 

In accordance with the Commission’s rules, Pacific submitted 
market estimates for the first three years of operation. Market 
estimates disclose the sale of 92,582,211 Mcf of gas in the first year 
of operation, 107,010,899 Mcf in the second year and 122,972,337 
Mcf in the third year. The maximum day firm sales to utilities for 
resale are shown to be 231,300 Mcf in the first year, 274,300 Mcf in 
the second year and 319,300 Mcf in the third year. The largest 
customer will be Colorado Interstate Gas Company which sales rep- 
resent 40,150,000 Mcf per year with a maximum volume of 110,000 
Mcf per day. Pacific proposes to serve the following direct indus- 
trials: Monsanto Chemical Company and Idaho Portland Cement 
Company in Idaho, Oregon Portland Cement Company at Lime, 
Oregon, Aluminum Company of America at Wenatchee, Washing- 
ton, and the Atomic Energy Commission at Hanford, Washington. 
The volumes of gas to be sold to these industrials during the third 
year of operation will be 14,200,000 Mcf and represents 11.5% of 
Pacific’s total sales. In addition Pacific will have available 8,350,- 
800 Mcf of gas in the third year with a maximum day volume of 
15,000 Mcf for which no market has been definitely assigned. These 
estimates reflect the conditions and circumstances existing in the 
area proposed to be served. 

The project as proposed by Pacific will include service to areas 
populated by approximately 1,500,000 people in Washington, 676,000 
people in Oregon, 205,000 people in Idaho and 750,000 people in 
Utah, Wyoming and Colorado. 
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During the course of the hearing, certain interveners in the State 
of Washington sought a supply of gas from Pacific.? It is the posi- 
tion of Pacific that it will make gas available to these communities 
but that the demands are uncertain. The pipeline capacity north of 
Portland, Oregon, to serve the additional requested volumes of these 
communities has been questioned. While the need for natural gas 
in the area proposed to be served by Pacific is recognized, gas dis- 
tribution systems will have to be built and certain of the commu- 
nities will have to hold elections as to bond issues. The certainty 
required for an allocation of gas to those communities in this pro- 
ceeding has not been shown. 

During the closing days of the hearing the Atomic Energy Com- 
mission, on March 17, 1954, advised the Commission, among other 
things, that in order for natural gas to be really attractive from 
an economic standpoint at Hanford, Washington, it would have to 
seek a cost of roughly 30¢ per Mcf and consideration would have 
to be given to reliability of supply and susceptibility of the natural 
gas line to sabotage. 

While Pacific in its estimates contemplated the sale to the Atomic 
Energy Commission at Hanford, Washington at 34¢ per Mcf, it 
took the position that it could render this service at 3014¢ per Mef 
and further, that the feasibility of its project did not depend upon 
the Hanford load. From the earnings estimates of Pacific, it would 
appear that it could further reduce this price of gas to Hanford 
without jeopardizing the project. The Pacific project is only af- 
fected to a minor extent by the attachment of industrial load and 
even if Hanford is not served such gas then could be made avail- 
able to other prospective customers. 

The route of Pacific’s pipe line from Hanford, Washington, to 
the nearest gas fields of Tiptop and Big Piney in Wyoming is 726 
miles, extending through the populated areas of Eastern Washing- 
ton, Southern Idaho and Western Wyoming.® 

Pacific to render the above mentioned service proposed to construct 
1466 miles of main pipe line ranging in size from 26 inch to 6 inch; 
106 miles of supply laterals; 327 miles of sales laterals and 14 com- 
pressor stations, of which 8 stations will be installed during the 
initial construction period and the remaining 6 will be installed 
during the first year of operations. In addition to the above facili- 


2 Requested maximum day volumes, third year: Sedro Woolley, 622 Mcf; Mt. Vernon, 
8,084 Mcf; Marysville, 1,102 Mcf; Bellevue, 2,279 Mcf; Enumclaw, 1,820 Mcf; Buckley, 
615 Mcf; Aberdeen, 4,611 Mcf; Hoquiam, 2,450 Mcf; Tunwater, 1,524 Mcf; Winlock, 507 
Mef ; Medical Lake, 2,970 Mcf; and Quincy, 777 Mcf; totalling 22,361 Mcef. 

3In comparison the route of the Trans-Northwest and Westcoast pipe lines from Han- 
ford, Washington to the nearest gas fields in the Peace River area of British Columbia 
is 860 miles, and extends through the sparsely populated area of British Columbia. 
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ties, Pacific proposes to construct a natural gas processing dehydra- 
tion plant near Ignacio, Colorado with a designed capacity of 
284,500 Mcf per day; a gathering system including the drilling of 
wells in the San Juan field; gathering systems with booster stations 
and dehydration facilities in the Dry Piney and Piceance Creek 
fields. These facilities are adequate to enable Pacific to render the 
natural gas service to the various communities and industries as 
proposed. 

The cost of the above facilities including the drilling of the nec- 
essary wells in the San Juan field at the beginning of the first year 
of operations and including interest during construction and work- 
ing capital is $160,000,000. This cost estimate appears adequate and 
reasonable. 

Pacific, as above pointed out, will obtain its gas supply from the 
San Juan field in New Mexico and Colorado, the Piceance Creek 
field in Colorado, and the Tip Top and Big Piney fields in Wyo- 
ming. In the San Juan field, Pacific has under contract 320,000 
acres of leases. Of Pacific’s acreage in this field, Mr. Bendorf, of 
the firm of De Golyer & McNaughton, made an estimate of gas 
reserves underlying 196,469 acres in the Mesa Verde formation, and 
estimated the proved recoverable reserves to be 3,045,538,000 Mcf. 
This proved area was divided into a so-called “Block A” of 133,378 
acres for which a deliverability schedule was made, and a “Block B” 
for which no deliverability schedule was made. Within this con- 
tract acreage, gas from other formations is also available to Pacific 
under its contracts, although not relied upon in support of its gas 
supply. 

In the Piceance Creek field Pacific has contracted to purchase a 
total of 100 billion cubic feet of gas at the rate of 15,000 Mcf per 
day, with the right to take additional daily volumes of gas if avail- 
able. Underlying this contract is 61,247 acres with estimated proved 
recoverable reserves by Mr. Demaris, of General Petroleum Com- 
pany, of 95,400,000 Mcf and probable recoverable reserves of 
12,150,000 Mef. 

In the Tip Top field, Pacific has contracted for 150 billion cubic 

t of gas at the rate of 20,000 Mcf of gas per day, with the right 

























































d to take additional daily volumes if available. Underlying this con- 

i- tract is 27,574 acres upon which estimated proven recoverable re- 
serves were estimated to be 176,030,000 Mcf by Mr. Hoenshell, of 

- General Petroleum Corporation, probable reserves of 29,386,000 Mcf, 

MY and possible reserves of 42,493,000 Mcf. 

. In the Big Piney field Pacific has contracted for 375 billion cubic 

is feet of gas to be taken at the rate of 50,000 Mcf per day with the 
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Krueger estimated the proved recoverable reserve supporting this 
contract to be 329,600,000 Mcf of gas. 

Based upon the reserve estimates, Pacific, through Mr. Sol Smith 
and Mr. Bendorf, submitted a production schedule from the Pice- 
ance field, Tip Top field, Big Piney field, and the above referred 
to Block A acreage only in the San Juan field, which discloses that 
the total requirement on peak days will be met from this acreage 
for 13 years and then there will be a decline for the remaining 7 
years. The total deficiency for the last seven years of the 20-year 
supply picture is approximately 20% of the estimated proven recov- 
erable reserves under Block B acreage in the San Juan field. 

The right of Pacific to drill wells on less than 320 acre spacing 
in the San Juan field has been raised by reason of an order of the 
Oil Conservation Commission of New Mexico establishing spacing 
rules. This order was adopted to provide for orderly development 
of the field and any doubt of Pacific’s right to drill on a 160 acre 
well spacing is nullified by the position of the Governor of the 
State of New Mexico, the Oil Conservation Commission and the 
Public Service Commission of that State in this proceeding that 
such spacing rule will be changed to insure additional necessary 
market outlets for gas from the San Juan field which they support, 
for the further orderly and proper development of the field. 

Witnesses on behalf of Westcoast and certain Staff members ques- 
tioned the reserves and availability of gas to Pacific from the San 
Juan field and Big Piney field. It is clear from the testimony that 
the estimates made on behalf of Pacific reflect careful study of the 
fields and the estimates are reliable. 

The pipeline route of Pacific traverses three large sedimentary 
basins in the States of Colorado, Utah and Wyoming in which there 
has been only minor development due to the lack of a market. It 
is common knowledge, as testified to by Mr. Krueger, that develop- 
ment of this potentially productive area will be retarded unless 
stimulated by a market outlet. 

From an examination of all the evidence the conclusion is clear 
that Pacific now has available to it an adequate gas supply for its 
project. 

Pacific’s plan of financing provides for the raising initially of 
$160,000,000 as follows: 


Principal 
amount 


I i ae il 
Interim notes, convertible to preferred stock...................---. 
Common stock 
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The bonds are to be sold at par, the interim notes at a discount 
of $4,500,000 and the common stock at $10 a share of which 450,000 
shares of common stock will be sold with the interim notes. 

Further financing will be by the issuance of additional bonds of 
not more than 75% of costs and the balance from cash received 
from operations. 

We have previously held that the common equity should aggre- 
gate at least 15% of total capital. Pacific takes the position that 
no difficulties will be encountered in complying with this require- 
ment. In this we concur. Accordingly the certificate ‘Will be con- 
ditioned to require Pacific to submit for our approval its plan of 
financing. 

Pacific submitted a ten-year forecast of earnings which discloses 
an average return for this period of 6.9%. This forecast takes into 
account the investment in Gas Plant including working capital, 
operating revenues and expenses. In addition it discloses a net 
income before dividends of $3,867,000 for first year, $5,685,000 for 
second year, and $9,912,000 for third year. The ten-year net income 
is $60,340,000. Further the forecast discloses that after the payment 
of preferred stock dividends, retirement of debt beginning in the 
first year, retirement of preferred stock beginning in the sixth year, 
plant additions from earnings, that there will be available for Com- 
mon for the ten years $40,249,000. The breakdown of earnings for 
a three-year period between jurisdictional sales and non-jurisdic- 
tional sales including unallocated gas discloses the following returns: 
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The earning to be realized from operations places Pacific in an 
advantageous position to meet a decline if it occurs in competing 
fuel costs, and also to expand its facilities and services to meet 
additional needs of this rapidly developing Pacific Northwest area. 
This is illustrated by the effect on income if gas is sold to the 
Hanford Plant for 30 cents per Mcf instead of 34 cents as estimated 
by Pacific. This sale is reflected in the non-jurisdictional and un- 
allocated sales and represents 75.8% of such direct sales in the first 
year, 68.7% in the second year and 38.7% in the third year. The 
net operating revenues earned on these sales are shown to be 
$2,023,000 for the first year, $2,344,000 for the second year and 
$3,625,000 for the third year. On the sales volume as set forth in 
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the Atomic Energy Commission’s letter the above net operating 
revenues would only be reduced by approximately $458,000 in the 
first and second years and $280,000 in the third year. 

The economic feasibility of the Pacific project has been chal- 
lenged. From a review of all the evidence we believe that Pacific’s 
estimates are reasonable and that its project is economically feasible. 
Under the rates proposed to be charged they can secure the esti- 
mated volumes and such rates will produce revenues adequate to 
cover operating expenses and taxes with sufficient return to insure 
the necessary financing. 

Colorado Interstate proposes to construct and operate a natural 
gas transmission line of 365 miles of 22-inch pipe extending from 
Pacific’s system near Rock Springs, Wyoming, to Denver, Colorado. 
The facilities are to be used to transport an average of 100,000 Mcf* 
of gas daily to be purchased by Colorado Interstate from Pacific 
Northwest at the Rock Springs point of interconnection. The sys- 
tem is designated to transport initially 118,000 Mcf per day, based 
on the delivery pressure of Pacific Northwest and the terminal 
pressure at Denver in the first year of operation. 

Applicant proposes to receive 118,000 Mcf on the peak day in 
the first year of operation, but not more than 36,500,000 Mcf on an 
annual basis. The present delivery capacity of Applicant’s Rocky 
Mountain transmission system is 508,800 Mcef. 

Applicant estimates its peak day Rocky Mountain requirements, 
exclusive of gas used in operations, as follows (Mcf at 14.73 psig) 


1954-55 1955-56 1956-57 


560, 536 609, 207 647, 579 


Total cost of construction is estimated at $23,298,653, to be financed 
by short term bank loans, with subsequent long term financing by 
the issuance of bonds and preferred stock. 

Based on the future estimated peak-day requirements of Appli- 
cant’s Rocky Mountain transmission system, Applicant will require 
the additional gas and the additional facilities proposed in this 
proceeding. 


WESTCOAST TRANSMISSION COMPANY, INC. 


Westcoast Inc., a Delaware corporation, proposes to construct 270 
miles of main transmission pipeline from the Canadian border to 
Portland, Oregon, and vicinity, together with 126 miles of branch 


41,100 Btu per cu. ft. 

5 In Docket No. G-2269, Applicant reduced its estimated peak-day requirements by about 
10,000 Mcf. Such reduction does not change the over-all result that Applicant’s Rocky 
Mountain peak-day requirements are expected to increase above its present capacity. 
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lines to communities along the route. Its entire supply of natural 
gas is contracted to be furnished to it at the border by its parent 
company, Westcoast Transmission Company, Limited (Westcoast 
Ltd.), incorporated by Act of Parliament of Canada. Westcoast 
Inc. is a wholly-owned subsidiary of Westcoast Ltd. which likewise 
owns entirely Westcoast Transmission Company (Alberta), Lim- 
ited (Westcoast Alberta), incorporated under the laws of the Prov- 
ince of Alberta, Canada. Westcoast Inc. refers in its brief to the 
joint project of these “Westcoast Companies” as one having a “single 
integrated ownership, management and operation” through the par- 
ent Westcoast Ltd. 

The Westcoast project contemplates that Westcoast Alberta will 
purchase gas from various producers in Northwest Alberta and will 
transmit and deliver such gas under contract to Westcoast Ltd. at 
the border of the Provinces of Alberta and British Columbia, Can- 
ada. Westcoast Ltd. will purchase additional gas from producers 
in Northeastern British Columbia and transmit it and the Alberta 
gas by pipeline located entirely in British Columbia to various cities 
in that province and to the border for export to Westcoast Inc. 
and to the applicant Trans-Northwest. These gas fields in North- 
western Alberta and Northeastern British Columbia are in what is 
known as the Peace River Area. Westcoast Alberta plans the con- 
struction of a total of 127 miles of pipelines of various sizes to 
gather and transmit the Alberta gas for delivery to Westcoast Ltd. 
Westcoast Ltd. will construct 660 miles of 24-inch diameter main 
transmission pipeline in British Columbia with 136 miles of smaller 
diameter intake and branch pipelines. Along this pipeline will be 
five compressor stations, approximately 160 miles apart. Westcoast 
Inc. will construct the necessary importing facilities at the border. 

The laws of Alberta require that a permit must be obtained to 
export gas from the Province. Such a permit was issued June 16, 
1952 to Westcoast Alberta and Westcoast Ltd. by the Petroleum 
and Natural Gas Conservation Board, with the approval of the 
Lieutenant-Governor in Council and the legislature of Alberta. The 
permit limits the exportation to natural gas obtained from the 
Peace River Area of Alberta, and it is issued for a period of 22 
years. The amount of gas authorized to be exported thereunder is 
210 billion cubic feet for the first five years, not to exceed 42 bil- 
lion cubic feet for any one year, nor 165 million cubic feet in any 
one day. Thereafter, during the remaining 17 years of the permit, 
the amount of gas which may be removed will be that fixed by or- 
ders of the Petroleum and Natural Gas Conservation Board as be- 
ing found to be surplus to the needs of the province. 

British Columbia has placed no restrictions upon the exportation 

468918—61——18 
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of natural gas produced in the province; and the exportation of its 
gas produced in the Peace River Area to Washington, Oregon and 
Idaho has been approved by the Legislature. There is no legal 
impediment to the exportation of this gas from this province into 
the United States except for the gas export laws of the Dominion 
of Canada. 

Under Dominion laws, Westcoast Ltd. has obtained from the 
Board of Trade and Commerce of Canada authorization to construct 
and operate a pipeline from within Alberta in the Peace River 
Area into British Columbia and then to the International Border 
for export. The Dominion Government has likewise issued under 
its applicable laws a license to export natural gas for a term of 22 
years to Westcoast Ltd., and the volumes authorized for export are 
65 billion cubic feet in the first year and increasing each year to 
100 billion cubic feet in the fifth year; and not less than 100 billion 
cubic feet for the remaining 17 years, with the right to Westcoast 
Ltd. to apply to the Board for increased volumes. 

Westcoast Inc. submitted a five-year forecast of earnings which 
discloses a deficit in net income for the first and second years of 
$324,900 and $144,400, respectively; thereafter the net income in the 
third year is $199,600, in the fourth year $350,100 and in the fifth 
year $357,700. For the five-year period the net income is only 
$438,100.* 

The rate of return shown by Westcoast Inc. for five years is 2.72% 
first year, 3.85% second year, 5.58% third year, 6.42% fourth year 
and 6.55% fifth year. Westcoast did not submit an allocation of 
costs between jurisdictional and non-jurisdictional sales except for 
the fifth year which discloses a deficiency in cost of service includ- 
ing return for jurisdictional sales of $725,603." 

The feasibility of the Westcoast project depends upon securing 
substantial volumes of direct industrial sales and the rates named 
for this class of customers is a reflection of competitive fuel prices. 
Of the total estimated volumes such sales represent 43.6% first year, 
35.5% second year, 31.3% third year, 28.6% fourth year and 26.5% 
in the fifth year. The evidence does not show that the facilities of 
the entire Westcoast project both in the United States and Canada 
can be constructed within the cost estimates and that the operating 
expenses will be as low as estimated. Any increase in cost of service 


6 For a like period the net income of Pacific on a sales volume of 2.41 times that of 
Westcoast Inc. is $31,729,000. 

7On the same basis of cost allocation used by Westcoast Inc. the Contract Demand 
rate schedule would have to be changed by increasing the Demand Charge of $38.40 per 
year and Commodity Charge of 19.6 cents to $54.62 per year and 21.47 cents, respectively 
for the first year, to cover the cost of service. 

8 Pacific’s sales to this class which is shown for three years represent 16.3% first year, 
15.6% second year, and 18.3% third year. 
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or a decline in competitive fuel costs would result in the Westcoast 
project being uneconomic. 

The Pacific Northwest is the one remaining large area of this 
country with a great need for natural gas but which is still with- 
out this highly desirable fuel and raw material. It is a section 
where great industrial expansion has occurred and is still in progress, 
and one which has played and continues to occupy a very impor- 
tant role in the National defense. The record amply demonstrates 
that it has a real desire and need for natural gas. 

The Natural Gas Act imposes upon this Commission the duty to 
protect the American public in all possible respects through the 
regulation and control of the transmission and wholesale sale of 
natural gas. It is most essential that the domestic consumers and 
much of the industry in any area into which natural gas is intro- 
duced be reasonably assured of a firm supply, so far as is possible 
through such regulation and control. We would fail in our duty 
if we did not jealously retain and exercise our full legal powers to 
this end. Therefore, in granting any application under Section 3 
of the Act for the importation of natural gas, the Commission must 
not fail to give the fullest possible protection to all the prospective 
consumers. 

Such protection would not be afforded to any segment of the 
American people if its sole source of essential natural gas were 
through importation from a foreign country without some inter- 
governmental agreement assuring the continued adequacy of its 
supply. Otherwise, all control over the production, allocation, and 
transportation to our border of such natural gas would be in the 
hands of agencies of foreign governments, whose primary interest 
would of necessity always be in the needs and advantages of their 
own people, and whose judgments and actions would be essentially 
dependent upon public opinion within that country, rather than 
upon the interests of American consumers. Regardless of any long 
and cherished friendly relations with any neighbor nation able to 
supply such area with natural gas, it would not be in the public 
interest to permit the importation of its gas as the sole source for 
the consumers in need of an uninterruptible supply at a reasonable 
price, which should always be assured by this Commission to the 
full extent of its powers. 

In this Pacific Northwestern section of our country there are 
potential industrial consumers of natural gas whose needs will be 
great and who may well be supplied with imported gas on a sup- 
plementary or interruptible basis. In any area which is receiving 
from an American source a supply of gas sufficient for its firm 
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needs, it is conceivable that there might be imported to it from a 
neighbor country upon satisfactory terms and conditions a supple- 
mentary supply of gas for its interruptible needs. We do not con- 
sider it to be in the public interest, however, to authorize a most 
important new project to serve a major area—involving a large and 
important segment of the American economy—which from the out- 
set will be completely tied to and wholly dependent upon an exclu- 
sive source of supply entirely beyond the control of agencies of the 
United States. 

From a consideration of all the evidence, including the offers of 
proof on behalf of Westcoast Inc. and its associated companies, the 
necessary finding cannot be made for the issuance of a certificate of 
public convenience and necessity pursuant to Section 7 of the Natu- 
ral Gas Act or for authorization pursuant to Section 3 of this Act, 
or pursuant to Executive Order No. 10485. 

Even though the proposal of Westcoast Inc. were feasible, it is 
not in the public interest to deprive so large a segment of the people 
in the United States from the advantages of natural gas or de- 
prive the present service area of Colorado Interstate from additional 
volumes of natural gas if the Pacific application were not granted. 
Nor can we close our eyes to the industrial potential of all the areas 
proposed to be served by Pacific and Colorado Interstate. They 
must have natural gas and such gas available to them through 
Pacific and Colorado Interstate without the possibility of restriction 
by foreign authority fostering the needs and advantages first of its 
own people. This need for the development of our potential of 
natural gas resources is now as urgent as any time in our history 
and Pacific’s proposed line is another step in this direction as pointed 
out by the State of New Mexico in its plea that Pacific’s proposal 
would permit the orderly development of the gas resources in an 
area retarded by the lack of market outlet. 


TRANS-NORTHWEST GAS, INC. 


Trans-Northwest, a Washington corporation, proposes to con- 
struct 169 miles of 18-inch main transmission pipeline from the 
Canadian Border near Osoyoos, British Columbia, to Spokane, 
Washington, with some 352 miles of branch lines to various com- 
munities in Eastern Washington and Idaho and to the Canadian 
Border for export to Trail, British Columbia, and vicinity. Like 
the applicant, Westcoast Inc., its entire supply of natural gas is 
contracted to be furnished to it at the border by Westcoast Ltd. 

Further consideration need not be given to the proposal of Trans- 
Northwest because its supply of gas is dependent upon the con- 
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struction of facilities by Westcoast Ltd. which will not be con- 
structed independent of certification of the Westcoast Inc. proposal.® 


INTERVENERS 


Certain interveners opposed the granting of a certificate to Pacific 
to take gas from the San Juan Basin on the grounds that this gas 
should be reserved for them if and when it should be desired. This 
position was opposed by the State of New Mexico, on the grounds 
that it would not permit the development of the potential gas re- 
serves of this area. From a consideration of the contentions, in- 
cluding the offer of proof made by Westcoast Inc., we find no merit 
to these interveners’ contentions. 

Interveners representing coal, labor and railroad interests oppose 
the granting of a certificate to any applicant therefor in these con- 
solidated proceedings upon the grounds that the natural gas to be 
made available to consumers in the area here involved will cause a 
displacement of coal as a fuel to the detriment of the producers and 
transporters thereof, and that all such applicants have failed to es- 
tablish by evidence in this record that they are able to perform the 
services proposed by them and to show that their proposed facilities 
are required by the public convenience and necessity. The evidence 
definitely shows a need for natural gas by the consuming public in 
said area, which should be met without further delay. There is, 
indeed, nothing in the record to indicate that it would be in the 
public interest to deny to these consumers the use of natural gas 
as proposed. 

For the reasons set forth herein and upon consideration of the 
entire record in these matters, the Commission further finds: 

(1) Pacific Northwest Pipeline Corporation (Pacific), a Dela- 
ware corporation having its principal place of business at Houston, 
Texas, upon commencement of operation of the facilities authorized 
herein, will be engaged in the transportation and sale of natural 
gas in interstate commerce and will be a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(2) The proposed facilities of Pacific will be used in the trans- 
portation of natural gas in interstate commerce and in the sale in 
interstate commerce of natural gas for resale for ultimate public 
consumption, and the construction and operation thereof are subject 
to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Colorado Interstate Gas Company (Colorado Interstate), a 
Delaware corporation having its principal place of business at Colo- 


®It is noted, among other things, that the Trans-Northwest project is admittedly not 
feasible without the market for gas of the Hanford Plant of the Atomic Energy Com- 
mission. Under the rate proposed by Trans-Northwest this market cannot be secured. 
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rado Springs, Colorado, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order issued June 9, 1945, in Docket No. G-294 (4 F. P. C. 
936). 

(4) The proposed facilities of Colorado Interstate will be used 
in the transportation of natural gas in interstate commerce and in 
the sale in interstate commerce of natural gas for resale for ultimate 
public consumption, as integral parts of its existing pipeline system, 
and the construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(5) Pacific and Colorado Interstate are able and willing properly 
to do the acts and to perform the services proposed and to conform 
to the provisions of the Natural Gas Act, as amended, and the 
requirements, rules and regulations of the Commission thereunder. 

(6) The construction and operation of the facilities as proposed 
by Pacific and Colorado Interstate are required by the public con- 
venience and necessity and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(7) The certificate of public convenience and necessity issued to 
Pacific should be conditioned upon the submission of a plan of 
financing satisfactory to the Commission. 

(8) Northwest Natural Gas Company (Northwest Natural), Gla- 
cier Gas Company (Glacier) and Northern Natural Gas Company 
(Northern Natural) have been given full opportunity to be heard 
on their respective applications herein, including opportunity to 
introduce evidence, file briefs and participate in oral argument, but 
each and all of these three applicants have failed to show the avail- 
ability of natural gas in any quantities for the service proposed to 
be rendered by the facilities sought to be constructed by them. 

(9) Northwest Natural, Glacier and Northern Natural are not 
able properly to do the acts and to perform the services proposed 
and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(10) The application filed by Pacific and the application of West- 
coast Inc. are mutually exclusive since both proposals include the 
sale and delivery of natural gas to substantially the same commu- 
nities in Western Washington and at Portland, Oregon, and the 
granting of either application renders the other application in- 
feasible. 

(11) The application filed by Pacific and the application filed by 
Trans-Northwest are mutually exclusive since both proposals in- 
clude the sale and delivery of natural gas to several of the same 
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communities in Eastern Washington and the granting of either ap- 
plication renders the other application infeasible. 

(12) The construction and operation of the facilities proposed by 
Westcoast Inc. and by Trans-Northwest are not required by the 
public convenience and necessity and their applications should be 
denied. 

(13) The proposed importation of natural gas by Westcoast Inc. 
and by Trans-Northwest will not be consistent with the public in- 
terest and their respective applications, including applications for 
facilities at the international border, should be denied. 

(14) The intermediate decision procedure having been ordered 
omitted, the Commission should forthwith render the final decision 
in these proceedings, as provided by Section 1.30(d) (4) of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 1.30(d) (4)). 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Pacific Northwest Pipeline Cor- 
poration to construct and operate the facilities hereinbefore de- 
scribed, all as more fully described in the application in these pro- 
ceedings, for the transportation and sale for resale of natural gas 
in interstate commerce as therein set forth, upon the terms and 
conditions of this order. 

(B) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Colorado Interstate Gas Company 
to construct and operate the facilities hereinbefore described, all as 
more fully described in the application in these proceedings, for the 
transportation and sale for resale of natural gas in interstate com- 
merce as therein set forth, upon the terms and conditions of this 
order. 

(C) Pacific shall submit a plan of financing satisfactory to the 
Commission. 

(D) These certificates issued in paragraphs (A) and (B) hereof 
shall be accepted in writing by responsible officials of Pacific and 
Colorado Interstate, respectively, and the general terms and condi- 
tions set forth in paragraphs (1), (3) and (5) of Section 157.20 of 
the Commission’s Rules and Regulations shall attach to the issu- 
ance of such certificates, and to the exercise of the rights granted 
thereunder. 

(E) Construction of the facilities herein authorized shall com- 
mence on or before January 1, 1955 and shall be completed and 
operations commenced on or before January 1, 1957. 

(F) The aforesaid applications of Northwest Natural Gas Com- 
pany, Glacier Gas Company, and Northern Natural Gas Company 
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be and the same are hereby dismissed without prejudice and the 
other aforesaid motions with respect thereto are denied. 

(G) The aforesaid applications of Westcoast Transmission Com- 
pany, Inc. and Trans-Northwest Gas Inc., be and the same are 
hereby denied. 

Chairman Kuykendall dissenting in part. 


KuyYKENDALL, Chairman, dissenting in part: 

I agree with my colleagues that the application of Northwest, 
Glacier and Northern should be dismissed and that Trans-North- 
west’s project is not economically feasible and its application must 
be denied. 

This leaves Westcoast’s application standing alone as opposed to 
Pacific’s, and I concur with my associates that in this posture the 
national interest is better served by the granting of a certificate to 
Pacific. However, the record before us, including maps of the vari- 
ous projects which have been proposed, indicates to me—although I 
do not pre-judge the question—that the entire Pacific Northwest 
area could be better and more cheaply served by natural gas trans- 
ported from Southern Alberta. 

The information we have also indicates—although again I do not 
pre-judge the fact—that the Peace River gas fields of Northern 
Alberta and British Columbia might be connected with those of 
Southern Alberta more cheaply than a parallel line could be con- 
structed from the Peace River area southerly along the coast of 
British Columbia, as proposed by Westcoast. 

In view of this situation, I am reluctant to take final action at 
this time which would preclude the possibility of what probably is 
the soundest project which could be devised to provide natural gas 
to the Pacific Northwest area. 

Because of the necessity of preventing further protracted delay 
in providing natural gas to this region, I would not now refuse a 
certificate to all parties in the vague hope that a better project may 
materialize. 

However, I would not grant a certificate to Pacific at this time, 
but would enter an order granting such certificate within a stated 
time from this date, unless within such period the Canadian and 
appropriate Provincial Governments authorized the export of an 
adequate supply of gas from Southern Alberta to this country by 
company of their own choice, and within such time, there was filed 
with this Commission, an application in proper form, for a certifi- 
cate to construct the facilities necessary to deliver such gas from 
the Southern Alberta border to the Pacific Northwest. 

If the above conditions should be met within the time allowed, 
I would receive evidence in support of the application immediately, 
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and then pass on the same. This could, I believe, be done expe- 
ditiously under our present rules of practice and procedure. If no 
such application were filed, or if we determined that such a project 
was not desirable, we could then issue a certificate to Pacific. 

I recognize that Canadian gas would not provide service to cer- 
tain areas which Pacific will serve. However, I am confident that 
those areas would soon be provided with natural gas from fields 
relatively close to them. 

I do not share all the apprehension of my fellow members of the 
Commission concerning the use of Canadian gas as a major source 
of supply for a region of this country, and believe we could suc- 
cessfully regulate those rates which would be under our jurisdiction. 






In THE MatTrTeER OF 


HOME GAS COMPANY; THE MANUFACTURERS LIGHT 
AND HEAT COMPANY 


Opinion and Order Prescribing Rates and Tariff Conditions 
and Disposition of Funds Collected under Bond 


Docket Nos. G—1966, G—2175 ; G—1967, G-2176 
July 2, 1954* 
Syllabus 


1. Sales volume not adjusted for unusually warm weather in test period, where 
special circumstances were present. P. 245. 
2. Federal income tax included in subsidiary’s cost of service should be reduced 
by the amount of tax saving resulting from filing a consolidated return. 

P. 246. 

8. Rate of return of 614 percent for Home and Manufacturers is fair and reason- 
able based on Columbia’s cost of money. P. 247. 

4. It is appropriate to utilize beginning and ending annual plant balances, where 
plant additions are spaced evenly throughout the test period. P. 248. 

5. Cost of service adjustment for anticipated retirement of certain leaseholds 
rejected as speculative. P. 249. 

6. Gas in underground storage is properly included in rate base on the basis of 
the cost of gas as it was known at the time of hearing. P. 249. 

7. Use of a three-year average of exploration and development expenses is a 
reasonable method of computing the normal expenses to be included in the 
cost of service for the future, but actual expenses were used in determining 

cost of service for the refund and interim periods. P. 257. 
8 Demand costs should be allocated on the basis of a three-day sustained peak 
period requirements. P. 259. 
9. Consideration of costs by functional groups is of material assistance in arriv- 
ing at a reasonable and proper classification and allocation of costs. P. 259. 


*Designated Commission Opinion No. 272. See also Opinion No. 272-A, infra, p. 485. 
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10. Classification of underground storage costs, compressor station supplies and 
expenses, and LPG production costs approved. P. 260. 

11. Classification of production costs entirely as commodity costs is reasonable. 
P. 260. 

12. Transmission expenses relate to peak requirements as well as to annual 
requirements. P. 260. 

13. Purchased gas costs are classified to demand and commodity on an “as billed” 
basis. P. 260. 

14. Proposed shift from a requirements tariff to a contract demand.tariff rejected 
where there was a strong possibility of discrimination toward seller’s 
wholesale customers and seller had ability to store gas in large quantities, 
P. 267. 

. When customers release transmission capacity to Manufacturers for gas 
storage, they should not be required to continue to pay demand charges 
corresponding with their utilization of capacity at peak requirements. P. 
269. 

. A small general service rate schedule with a flat rate is appropriate for 
Manufacturers’ small customers. P. 270. 

. Billing demand provision of the LS rate schedule provides a more reasonable 
basis for assessing demand charges against Home than the single day bill- 
ing because Home operates substantial storage facilities and is affiliated 
with the seller. P. 270. 

18. Commission determines just and reasonable rates for Manufacturers and 
Home under Section 4 of the Natural Gas Act. P. 276. 


William Anderson, Harry A. Kramer, Richard A. Rosan, W. C. 


Hart, A. M. Calland, and John Randolph for the respondents. 


Eugene F. Threadgill for the staff of the Federal Power Com- 
mission. 


By THE ComMISSION : 


Oprnion 


These proceedings arise as a result of two rate increases by Home 
Gas Company (Home) totaling approximately $1,600,000 and two 
rate increases by The Manufacturers Light and Heat Company 
(Manufacturers) totaling approximately $3,400,000, based upon sales 
for resale in interstate commerce for the year ending October 31, 
1953. 

The proceedings were initiated when Home and Manufacturers 
each filed its respective FPC Gas Tariff, First Revised Volume 
No. 1, on May 1, 1952. These proposed rate increases were sus- 
pended by Commission order and became effective under bond on 
November 1, 1952. Thereafter, on April 24, 1953, Home and Manu- 
facturers each filed its proposed FPC Gas Tariff, Second Revised 
Volume No. 1, in which each sought a second further rate increase. 
The latter filings were suspended by Commission order and became 
effective under bond on October 25, 1953. 

Hearing was commenced on August 17, 1953, and concluded on 
December 10, 1953. The Commission omitted the intermediate de- 















‘cision procedure and heard oral argument concerning the matters 
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involved and the issues presented by these proceedings on April 22, 
1954. At the argument the following parties were heard: Re- 
spondents, Acme Natural Gas Company (Acme), Central Hudson 
Gas and Electric Corporation (Central Hudson), Rockland Light 
and Power Company (Rockland), United Gas Improvement Com- 
pany (UGI), the Pennsylvania Public Utility Commission (Penn- 
sylvania), the New York Public Service Commission (New York), 
and Staff Counsel. 


Integration 


Central Hudson filed a petition for consolidation of the Home 
and Manufacturers dockets which was granted in order that evidence 
might be presented in support of its contention that Home and 
Manufacturers constitute a single integrated system which should 
be considered as a single unit for rate-making purposes. 

Home and Manufacturers are wholly-owned subsidiaries. of the 
Columbia Gas System, Inc. (Columbia). Columbia is divided into 
three “groups,” viz., the Pittsburgh group, Charleston group, and 
Columbus group. Home and Manufacturers constitute the major 
transmission portion of the “Pittsburgh group,” which group also 
includes a number of retail distribution companies—Binghamton 
Gas Company, Keystone Gas Company, Inc., Natural Gas Company 
of West Virginia, and Cumberland and Allegheny Gas Company. 

Each corporate entity within a group has substantially the same 
slate of officers, but does, however, have employees employed solely 
by it, who have responsibility with regard to local operations, 
subject to control from Pittsburgh. In the hourly or daily dis- 
patching operations, after a decision has been formulated by the 
local dispatcher on the basis of the local situation, the decision must 
be cleared with the group dispatcher and with the system dispatcher. 

There is substance to the contention that Home and Manufacturers 
are integrated and that the corporate division of property is a 
“zoning” arrangement on a state line basis which, of itself, is not 
justified by the underlying economic facts. However, there was no 
convincing showing on the record that uniform wholesale rates over 
the combined service areas of Home and Manufacturers were justi- 
fied on grounds of cost of service, historical patterns, homogeneity 
of areas served, economic and competitive price factors, or other 
considerations which may be relevant to a proper solution of the 
issue raised respecting integration. Nor does the record show that 
treating Home and Manufacturers as a single system for rate 
making purposes but zoning the rates of such combined system 
would result in a materially different end result for Home’s whole- 
sale customers than presently results from the “corporate” zoning 
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effected by the corporate division of the combined systems. It is 
equally clear that integration between Home and Manufacturers 
is merely an aspect of system integration, which includes the other 
corporate members of the group listed above, and the Pittsburgh 
group is merely an operating division of the Columbia system. We 
have frequently recognized that Columbia operates on the basis of 
a pooled supply of gas, which affects the operation of each member 
of the system. 

We stated in the Gulf Interstate case, Opinion No. 251, 12 F. P. C. 
116, that we were concerned about the proper distribution of the 
costs of the relatively high priced Gulf Interstate gas throughout the 
System, and that we would give further consideration to such prob- 
lem when the matter was presented to us in an appropriate pro- 
ceeding. This position was reiterated in the recent order in Aélantic 
Seaboard Corporation, et al., Docket No. G—1850, et al. We note 
that following the filing of a proposed rate increase by Tennessee 
Gas Transmission Company (Tennessee), a major supplier of the 
system, some but not all “natural-gas company” subsidiaries of the 
Columbia system filed proposed rate increases by which they seek 
to distribute the Tennessee increase and the cost of the Gulf Inter- 
state gas through the system. We believe that it may be proper, in 
that proceeding, to consider the operations of the entire Columbia 
system, and to determine whether corporate uniform rates or system 
zone rates are more appropriate than rates determined, as in the 
past, independently for each corporation. Under such circumstances, 
the integration, and the uniform rate for Home and Manufacturers, 
sought by Rockland, Central Hudson, and New York, might be 
inconsistent with results shown by all the facts to be required. 
Therefore, we consider the record to be inadequate to determine the 
integration of Columbia system costs and rates in these proceedings, 
although we think this subject is one that should be given early 
and careful consideration. Accordingly, in this case we will deal 
with Home and Manufacturers as separate units. 


The Common Issues 


One purpose of consolidating the Home and Manufacturers pro- 
ceedings was to expedite the disposition of the common issues in- 
volved. The major issues in the cases involved the reasonableness 
of adjustments to the test year to reflect normal weather conditions; 
the Federal income tax which results from the filing of a con- 
solidated income tax return by Columbia; and the rate of return. 
These issues, as they affect both Home and Manufacturers, are dis- 
cussed immediately below. 
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There are a number of problems which relate solely to the de- 
termination of just and reasonable rates for Manufacturers, which 
are treated herein under the headings of Rate Base, Cost of Service, 
Classification and Allocation of Costs, and Tariff. Since Manufac- 
turers sells gas to Home, rates for Manufacturers must be deter- 
mined before costs of service and rates for Home can be considered. 
Therefore, the discussion of Home’s Rate Base, Cost of Service, and 
Tariff follows the discussion herein with regard to Manufacturers. 





The Test Year 


The 12-months period from November 1, 1952 through October 31, 
1953, was used by Home and Manufacturers and the Staff in de- 
veloping a cost of service. This period coincides approximately with 
the period during which the first round of rate increases was in 
effect under the respective First Revised Volumes No. 1 (Novem- 
ber 1, 1952—October 24, 1953). 

As a basis for making rates for the future, the Respondents used 
sales volumes and operating costs (actual plus estimates) during 
the test year, adjusted only to reflect known future changes in labor 
and gas purchase costs. The Staff and certain of the interveners 
presented cost of service studies in which sales volumes and op- 
erating expenses were adjusted to reflect as nearly as possible normal 
weather conditions. The record indicates that the weather at Pitts- 
burgh and Binghamton, the local area offices of Manufacturers and 
Home, respectively, was substantially warmer than the 30-year 
average which the United States Weather Bureau uses as a norm. 

Were we confronted with the problem of making rates for an ex- 
tended future period, adjustment of sales and operating expenses 
experienced during an unusually warm test year would be necessary 
to reflect normal conditions. However, the rates we are fixing herein 
have limited applicability. Recent filings by members of the Co- 
lumbia System,' including Manufacturers, are designed to spread 
throughout the Columbia System the increased rates of Tennessee 
and the cost of gas which will be received through the Gulf Inter- 
state pipe line. As we stated above, we intend to consider the entire 
Columbia System’s wholesale rates, and its proposals to distribute 
the cost of its pooled gas supply through the system, in one pro- 
ceeding. Therefore, in such a proceeding we shall review rates 
of Home and Manufacturers to determine the equitable distribution 
of pooled gas costs, whether or not such companies have rate in- 


1 Home has not filed for increased rates and although we fix rates for Home herein, 
applicable for the future, we will reopen the record in Docket No. G-2175 so that the 
full issue respecting future rates may be considered on a normal year and system basis 
a8 may be appropriate. 
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creases pending before us. In view of the limited applicability of 
the rates herein fixed, and the further fact that the method sub- 
mitted for adjusting billing demands is not entirely satisfactory, 
we consider it proper to utilize the test year sales volumes un- 
adjusted. 


Federal Income Taxes 


Respondents included in their cost of service a Federal income tax 
expense computed as if each company were filing a separate return. 
However, both respondents are subsidiaries of Columbia, which files 
a consolidated Federal income tax return, resulting in a lower 
tax than would be paid if each member of the system, including the 
parent company, filed a separate return. 

The Securities and Exchange Commission has full authority over 
company transactions in holding company systems. Under a ruling 
of the Securities and Exchange Commission (Rule U-45(b) (6)), 
the Columbia System must apportion the consolidated tax in pro- 
portion to each company’s individual tax liability. In full con- 
formity with this ruling, we held in United Fuel Gas Company, 
Opinion No. 258, 12 F. P. C. 251, that Federal income tax included 
in the cost of service should be reduced by the amount of the tax 
saving resulting from the filing of a consolidated return. See also 
Hope Natural Gas Company, Opinion No. 262, 12 F. P. C. 342. 
The only question open for consideration in this proceeding is the 
determination of the correct tax saving. 

It is clear that, in the future, the Columbia System will continue 
to benefit by filing a consolidated return. Furthermore, although 
the taxable losses of the members of the system have varied from 
year to year, some losses were experienced in every year of the 
period 1947-52. Such losses are due in part to operating losses 
and in part to tax losses due to special tax offsets against net in- 
come. Under these circumstances, it appears to be reasonable and 
fair to use the average tax saving experienced over the years in the 
immediate past in estimating future tax savings. We will, how- 
ever, omit from the calculation the unusual tax saving which oc- 
curred in the year 1950. Excluding the year 1950, the average tax 
saving for the years 1947 through 1952 is 17.94 per cent, which we 
find proper in computing the expenses for the future of Home and 
Manufacturers. For the refund period in Docket Nos. G—2175 and 
G-2176, a tax saving rate of 18.41 per cent based on %» of the 
actual 1952 (20.77 per cent) saving and 1%,» of 17.94 percent is used. 
The same tax saving rate of 18.41 per cent is used in computing the 
costs of service in Docket Nos. G—1966 (Home) and G—1967 (Manu- 
facturers). 
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Rate of Return 


In the United Fuel case, we held that United Fuel, a subsidiary of 
Columbia, was entitled to a 614 per cent rate of return. At the oral 
argument in these proceedings, Staff Counsel and Counsel for the 
Respondents recommended a rate of return of 614 per cent for 
Home and Manufacturers. Although there was no real objection 
to such; recommended rate of return, we have reviewed and con- 
sidered the record herein as to the risks which confront Respond- 
ents, the cost of money, and other factors upon which the required 
rate of return must be based. 

Manufacturers is predominantly a local retail distribution com- 
pany, doing business in the States of Ohio, West Virginia and 
Pennsylvania. Home is a pipe-line company, making all of its 
sales at wholesale in the State of New York. However, more than 
half of Home’s sales are to its own affiliates, which are engaged in 
local retail distribution. The ultimate markets, both wholesale 
and retail, of the Respondents are predominantly for space-heating 
purposes by residential and commercial consumers, with some utiliza- 
tion by industrial consumers for purposes other than boiler fuel 
uses. Columbia restricts the resale of gas for boiler fuel use because, 
as a matter of policy, it considers such a market to be unstable and 
undependable. Consequently, Respondents are confronted with a 
market which has expanded rapidly in recent years and gives every 
prospect of continuing to expand. Even under a condition of re- 
cession their market would be relatively stable. However, because 
its market is largely a space-heating market, it does experience 
fluctuation in sales and revenues from year to year because of varia- 
tions in weather. During the period with which we are dealing, the 
risks of industrial curtailment were small, whereas revenues were 
adversely affected by unusually warm weather. 

Cost of money for Respondents cannot be precisely calculated 
because none of their securities, either debt or equity, are held by 
the public. They rely exclusively on Columbia to supply their 
capital requirements. They issue promissory notes and stock to 
Columbia; Columbia in turn sells common stock and debentures to 
the public. Consequently, Columbia’s cost of money must be given 
proper weight in determining a reasonable rate of return for Re- 
spondents. 

A review of investors’ requirements of earnings from Columbia’s 
stock and the stocks of six natural gas holding companies, which are 
similar in operating characteristics and financial requirements, in- 
dicates an earnings-price requirement of 8.1 to 8.5 for the period 
1948-52.. The cost of flotation experienced by Columbia in its 
common stock offerings in recent years suggests that an allowance 
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on the order of one-half of a per cent should be added to the 
earnings-market price requirement. The record herein discloses 
that the annual cost of debt capital is 3.03 per cent, which is vir- 
tually identical with the cost as we found it in the United Fuel 
case. The consolidated capital structure of Columbia as of May 31, 
1953, was: 





The cost of money, including reasonable flotation costs, indicates a 
requirement in the neighborhood of 6 per cent. However, as pointed 
out in the United Fuel case, it is desirable and in the public interest 
to allow a return sufficient to encourage the expansion of facilities 
for the purpose of providing adequate service. Under these cir- 
cumstances, we conclude that a rate of return of 614 per cent for 
Home and Manufacturers is fair and reasonable. 


Manufacturers’ Rate Base 


During the period for which we must determine just and reason- 
able rates, there were several significant changes in costs. There- 
fore, three rate bases and cost of service studies are necessary to 
determine rates in the period covered by Docket Nos. G—1967 and 
G-2176. The first rate base and cost of service for Manufacturers 
is in connection with Docket No. G—1967, covering the period No- 
vember 1, 1952 to October 24, 1953, and is based primarily upon 
actual costs and revenues for the test period with estimates for the 
months for which data were not available. The second rate base 
and cost of service relates to rates in Docket No. G-2176 for the 
period from October 25, 1953, when Second Revised Tariff No. 1 
went into effect, until March 1, 1954, when certain increased pur- 
chased gas and other costs had occurred, and are referred to herein 
as the “interim” rate base and cost of service. The third rate base 
and cost of service is for the purpose of determining rates for the 
period subsequent to March 1, 1954, and are referred to herein as 
the “future” rate base and cost of service. 

Manufacturers’ rate base and depreciation reserves which we have 
utilized herein are based on actual book figures through August 31, 
1953, and estimated costs for the months of September and October 
(T. 1850). Since plant additions were spaced more or less evenly 
throughout the test period, it is appropriate for practical purposes in 
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this case to utilize beginning and ending annual plant balances 
rather than monthly average plant balances. Several adjustments 
to book figures were made by Manufacturers and the Staff, and we 
shall discuss each of such adjustments: 

1. In developing its rate base, Manufacturers made an adjustment 
for certain State-owned leaseholds which it anticipated retiring at 
the end of the year. This adjustment required related adjustments 
of depreciation reserves and adjustments to the cost of service for 
delayed rentals expense and abandoned lease expense. Such an 
adjustment is speculative and cannot be allowed on the basis of the 
record before us. We shall include the original cost of the lease- 
holds, with associated depreciation reserves, in the rate base. 

2. During the year 1953, Manufacturers changed the rate of de- 
preciation accruals for several accounts, and, accordingly, this change 
must be reflected in the computation of depreciation reserves. 

3. Working capital requirements have been computed in the usual 
way. Cash requirements are computed on the basis of %& of net 
operating expenses, excluding gas purchased, gas used in Company 
operations, and the cost of abandoned leases. An adjustment of 
exploration and development costs, discussed below under cost of 
service for the future, affects cash working capital in Docket No. 
G-2176 (future). 

4. It has been assumed, for purposes of this case, that gas in stor- 
age for current delivery, which is included as an element in the 
working capital requirement as of November, 1952, which would be 
withdrawn during the heating season, would be replaced later in 
the year at higher prices. Therefore, the beginning of the year 
balance subject to replacement at higher prices during the test 
period, as well as the net increase in gas stored during the year, 
have been repriced at replacement cost in computing the working 
capital allowance for gas in storage for current delivery. 

Since the record in these proceedings was closed, the rates for gas 
from certain of the suppliers, used in establishing the replacement 
cost, which at the termination of the hearing were being collected 
under bond subject to refund, have been finally determined. To 
give effect precisely to the change in the price of gas delivered to 
and withdrawn from storage in the test period would necessitate 
the repricing on a field-by-field, month-by-month basis for each of 
the costs of service, namely, G-1967 (refund), G-2176 (interim) 
and G-2176 (future). Such refinements would have an insignificant 
effect on the end-result, since only the difference (which is relatively) 
small) would be reflected in the rate base, which in turn affects the 
cost of service in an approximate amount of 10 per cent thereof. In 
468918—61——19 
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view of the foregoing circumstances, we find that the gas in under- 
ground storage element of the rate base is properly included in such 
rate base on the basis of the cost of gas as it was known at the 
time of the hearing. 

Except for the effect of gas in storage on the working capital 
allowance, and a slight difference in cash working capital due to an 
adjustment of exploration and development costs, discussed under 
Cost of Service, the rate bases for G—2176 interim and G—2176 future 
are identical. These rate bases are set out in the following table: 


Manufacturers’ Rate Base 








Docket Docket 
Description | No, G-2176 | No. G-2176 
| interim future 


Net plant investment | | 
tas plant in service—average instal oklaapie acini teabeaegs ----| $95, 423, 857 $95, 423, 857 
Gas plant held for future use—average-- a 865, 198 865, 198 
Gas plant leased to others—average..--.-....-..-..--------- oon sisal 16, 233 | 16, 233 


Average gas plant seta 96, 305, 288 


Deduct | | 
Reserve for depreciation, depletion, and amortization—average......| 29, 299, 582 582 
Contributions in aid of construction --......-..- ; 7 406, 872 "406, 872 


Subtotal 4 | 29, 706, 454 29, 706, 454 
Net plant investment 


Working Capital | 

Cash requirements - 863, 600 | 805, 314 
Materials and supplies... -............-.-..---- ntondinink mination guint 3, 713, 774 | 3, 713, 774 
Prepayments..--- : Scpaiedetee 351, 246 | 351, 246 
Gas in unde: rground Pe denitoeticenntetitidisenipvenduabbiginns . _ 545, 835 | 5, 574, 431 
Gross working capital - | 10, 474, 455 10, 444, 765 

Less 75 percent of Federal income tax accruals available for Aire 
capital = i. 951, 066 1, 899, 631 


Net working capital . f 380 8, 545, 134 


ON a it sons Set aa cinco : 5,122,223 | 75, 143, 968 





MANUFACTURERS’ COST OF SERVICE 


As stated heretofore the costs of service presented in these pro- 
ceedings relate to rates to be effective in three different periods of 
time occurring chronologically as follows 


Docket No. G-1967 
November 1, 1952 to October 24, 1953 


Docket No. G-2176—(Interim) 
October 25, 1953 to March 1, 1954 


Docket No. G-2176—( Future) 
March 1, 1954 to the future 


In developing each of the above-mentioned costs of service the test 
year adopted consisted of the 12 months period ended October 31, 
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1953, with somewhat different adjustments made for each period in 
which rates are to be applicable. 

Docket No. G—1967.—The basic data for the cost of service in this 
docket consists of the actual experience of the company for the 
10-month period ended August 31, 1953, plus estimates for the 
months of September and October 1953. In view of the fact that 
the period of impoundment (period in which the rates requested 
in this docket were under bond), namely, November 1, 1952, to Oc- 
tober 24, 1953, coincides almost identically, with the test period used 
in these proceedings, it is possible to establish the actual cost of 
service applicable to the impounded rates under this docket by 
utilizing the actual experience in that period without giving effect 
to any pro forma adjustments. 
























This we have done, subject, of 
course, to the two months’ estimates included in such experience. 
The results of such computation indicate that based upon the find- 
ings set forth herein concerning certain issues in these proceedings, 
the cost of service, as allocated to jurisdictional business, exceeds the 
revenues obtained in that period from the rates made effective in 
Docket No. G-1967. The following summary sets forth the results 
of such computation. 


Cost of service allocated to jurisdiction sales__ * $17, 329, 322 


Revenues from jurisdictional sales_...._._....---_-.._--- 16, 745, 201 





Deficiency in revenues 















Docket No. G-2176—Interim.—Although the period applicable to 
rates established in this docket commences October 25, 1953 and ter- 
minates March 1, 1954, the same test period used in Docket No. 
G-1967 has been adopted for the so-called interim period in Docket 
No. G-2176. The termination date of March 1, 1954, was determined 
to be the date on which certain major increased costs of purchased 
gas were expected to occur, as explained hereinafter. Inasmuch as 
certain increased costs were incurred during the test period, it is 
necessary to state such costs on a pro-forma, or full year basis for 
that period in order to establish the proper costs for the computa- 
tion of rates for a period of time which extends beyond the test 
period. This we have done by adopting the costs in the 12-months 
period ended October 31, 1953 and applying thereto on a full year’s 
basis all increased costs which became effective during that 12-month 
period. Such increases relate to a wage increase, and the related 
pension cost, granted in May 1953, additional office space rented in 
May 1953, and certain increases in the cost of gas purchased. 












2 The cost of service is overstated slightly by the inclusion of certain purchased gas 
costs which are subject to refund during the year. The deficiency in revenues will be 
reduced but not eliminated by refunds to Manufacturers upon disposition of pending pro- 
ceedings involving rates of certain of its suppliers. 
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As the increases in the cost of gas purchased relate to several 
suppliers, at various times during the period covered by these pro- 
ceedings, and as the amounts involved are substantial, the applica- 
tion of the several changes in the rates of gas purchased will be 
treated in detail below. 

G-2176—F uture.—The distinction between the cost of service de- 
veloped for the so-called “interim” and “future” case is in the in- 
clusion, in the cost of service for the “future,” on a pro-forma or 
full year’s basis, all costs which it was known would occur after the 
end of the test period. Such additional costs are entirely purchased 
gas costs. In addition, however, actual exploration and develop- 
ment costs experienced in the test year have been adjusted since it 
appears that the actual costs of this nature in the test year were 
not representative and higher than the level of such costs to be 
incurred in the future. 

Purchased gas costs.—The purchased gas costs of Manufacturers 
represents over 60% of the total cost of service. In the 12 months 
ended October 31, 1953 the purchases of natural gas aggregated 
143,934,888 Mcf at a recorded cost of $43,184,930. The purchases 
were made from the following suppliers in the following amounts: 


l 
Supplier Mef @ 14.734 | Amount 
60° F | 





Hope Natural Gas Co 8, 341,638 | $2,746, 245 
Chicago Corp i 27, 593, 875 1, 588, 702 


Tennessee Gas Transmission Corp- - -- : ee sala } 5,415, 172 
Texas Eastern Transmission Corp. 58, 645,347 | 19, 477,655 
Atlantic Seaboard Corp ; 6, 191, 247 2, 259, 369 
United Fuel Gas Co-.. itl td mbdabw eats tinminiebon 31, 066, 272 8, 426, 277 
Natural Gas Co. of West Virginia... ............-...-....-... 23, 753 9, 3 
Cumberland & Allegheny Gas Co. -.........--.- -| 2, 323, 708 859, 
Local producers aenasal 9, 749, 048 

Total natural gas purchased me | 143, 934, 888 | 43, 184, 930 
Manufactured gas purchased ‘ 305, 426 61, 085 


Total gas purchased | 144, 240, 314 | 43, 246, 015 





*Transmission cost of gas purchased from Chicago Corporation. 


The recorded cost of natural gas purchases in the amount of 
$43,184,930 included $1,177,265 collected under bond in the year 
ended October 31, 1953 (the test period) by the following suppliers: 


REED OORT Cl aia hisecld tein cddetritbindciciiitemdddalble $532, 465 
United Fuel Gas Co 


1,177,265 


The rates which were collected under bond by the above-mentioned 
suppliers during the test period were settled since this record was 
closed. Accordingly, we have taken notice of the actual cost of such 
purchases in lieu of the rates at which these purchases were re- 
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corded. Based upon refunds received by Manufacturers since the 
closing of this record with respect to these purchases,’ we have 
determined that the actual cost thereof is as follows: 












Mef Amount 













EE IG i ncn enanatiniscnneetndannaentinnininewanidandamatnbniran 6, 191, 247 
Ue Si decicicinenenidvnsiciinnnatietnetnrtutentinndetiadindin cadena inlnceandin poacnand 31, 066, 272 





$2, 150, 540 
8, 286, 836 


I  oicitennittsitnattintinpadininsinimmidneiiion helmet ecidetastteabiacsised 10, 437, 376 
Cost of gas at impounded rates from Atlantic and United...................-|............ na 10, 685, 646 





































Decrease in recorded cost of gas purchased........................--..-]---.----.----- 248, 270 





In addition to the above-mentioned adjustments of gas purchases 
by Manufacturers in the test period, Texas Eastern Transmission 
Corporation proposes to refund or has refunded to Manufacturers 
its proportionate amount of a refund of $947,939.04 received by 
Texas Eastern from the State of Texas upon invalidation of the 
Texas Gas Gathering Tax. The total amount of the refund re- 
ceived or to be received from Texas Eastern by Manufacturers ag- 
gregates $124,919.41. This refund pertains to 66,326,565 Mcf of gas 
purchased by Manufacturers during the period of December 1952 
to February 7, 1954 inclusive. It has been determined that 51,390,- 
302 Mcf of the aforementioned 66,326,565 Mcf were purchased dur- 
ing the test period. Accordingly that proportionate amount of the 
total refund of $124,919, or $96,779 has been deducted from the 
recorded cost of gas purchased from Texas Eastern in the test 
period, resulting in an actual cost of $19,380,876 for such purchases. 
After giving effect to the above-described adjustments of the re- 
corded cost of natural gas purchased during the test year we have 
determined that the actual cost of such purchases for developing 
the cost of service in Docket No. G—1967 is $42,839,881, calculated 
as follows: 
Recorded cost of natural gas purchased 
Less: 

1. Adjustments re Atlantic Seaboard 
GO Viren wets ea os $248,270 
Ree En hd EO at 96,779 


345,049 










ATTIRE OUI Th I i nsincciniciicbiis cited astaililhcnaltatialenicsites 
Manufactured gas purchased 








Total cost of purchased gas 


In Docket G—2176 (Interim) the cost of service has been developed 
on a pro forma basis to give effect, for a full year, to any increases 
in cost becoming effective during the test period. Increases in the 


3 Refunds were made pursuant to the following Commission Orders: In the Matter of 
Atlantic Seaboard—Docket No. G-2054; In the Matter of United Fuel—Docket No. G-2055. 
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cost of purchased gas were made effective during the test year by 
Hope, Texas Eastern, Atlantic Seaboard, and United Fuel. 

As a result of giving effect to these increases on a pro forma 
basis for the cost of service in G—2176 (Interim) the cost of pur- 
chased gas for use in this docket has been increased from $42,900,966 
to $44,136,140 as shown in the following tabulation: 


Purchased gas costs 





Supplier | 


G-1967 G-2176 G-2176 
(interim) increase 





Hope Natural Gas Co é ind ws aon oe $2, 746, 245 2, 927, 742 $181, 497 
Chicago Corp =e spac atic cies is dlvasietlibebistensicaiciedacsnes 1, 588, 702 | , 588, 702 |. 
‘Tennessee Gas Transmission Corp ditiebpoaumiracnedl a 5, 415,172 | 5, 415, 172 |... 

Texas Eastern Transmission Corp- - -- Ey ee 19, 380,876 | 20,090, 500 9, 624 
Atlantic Seaboard Corp : 2, 150, 540 2, 196, 347 5, 807 
United Fuel Gas Co naan icc , 286, 836 , 585, O82 | 298, 246 
Natural Gas Co. of West Virginia..................- seer , 264 9, 264 |_. 
Cumberland & Allegheny Gas Co__-.- 

Local producers... 


Total natural gas purchased... * ae ute 2, 839, 44, 075, 055 , 235, 174 
Manufactured gas purchased - _ _-- 51, 085 61, 085 


Total gas purchased cad 42, 900, 966 *44, 136, 140 1, 235, 174 


*Based on same volume of purchases utilized in Docket No. G-1967. 


The additional cost of $181,497 computed for purchases from 
Hope relates to an increase in the rate from 34.15¢ per Mcf to 35.8¢ 
per Mcf which became effective on October 2, 1953, pursuant to 
Commission Order, in Docket No. G—2165. 

The calculation of the increase of $709,624 shown for gas pur- 
chased from Texas Eastern Transmission Corporation appears in 
detail in Exhibit No. 87. The refund received from Texas Eastern 
in connection with the invalidation of the Texas Gas Gathering 
tax has been deducted in the amount of $96,779, from the total cost 
of gas purchased at rates effective September 1, 1953 as well as 
from the total cost as recorded on the books for the 12 months 
ended October 31, 1953 to determine the proper gas purchase costs 
shown above. 

The increase of $45,807 related to the cost of gas purchased from 
Atlantic Seaboard has been determined by applying on a pro forma 
basis to the actual volume of gas purchased from Atlantic Seaboard 
in the test period the rates of $1.90 demand charge and 30.32¢ com- 
modity charge, which became effective February 15, 1953.4 The total 
cost of $2,196,347 is after giving effect to the monthly Btu adjust- 
ment factors set forth in Exhibit 87. 

The cost of gas purchased from United Fuel Gas Company in 
the test period has been increased $298,246 to state on a pro forma 


4In the Matter of Atlantic Seaboard Corporation, Docket No. G-2054. 
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basis the wholesale rates which became effective for that company 
on February 15, 1953, providing for a demand charge of $1.00 per 
Mcf and a commodity rate of 22.85¢ per Mcf. The demand billing 
units for that period were established at 123,870 Mcf per month 
based upon the provision of the rates which became effective Feb- 
ruary 15, 1953, and remained in effect until March 1, 1954. 

In Docket G—2176 (Future) the cost of gas purchased has been 
increased additionally over the amounts shown therefor in Docket 
G-2176 (Interim) to give effect, on a pro forma basis, to increases 
in wholesale rates from the suppliers which became effective after 
the test period. The cost of gas purchased as shown in the cost of 
service in Docket G-2176 (Future) aggregates $45,059,395. This is 
an increase of $923,255 over the cost of purchased gas of $44,136,140 
used in the cost of service in Docket G—2176 (Interim), as shown 
in the following comparative tabulation: 


Purchased gas costs 


G-2176 G-2176 G-2176 
interim future future 
increases 


Hope Natural Gas Co. : | $2,927 3, 230, 328 
Chicago Corp 588, 70: , 880, 111 
Tennessee Gas Transmission Corp 5, 415, 17% 5, 491, 647 
Texas Eastern Transmission Corp 20, 090, 5 20, 090, 500 |... 
Atlantic Seaboard Corp... wan 2, 196, ¢ 2, 321, 174 
United Fuel Gas Co. / , 585, 08! 8, 713, 040 
Natural Gas Co. of West Virginia__. at 5 9, 264 
Cumberland & Allegheny Gas Co 
Local producers - - 

Total natural gas purchased ‘ ; 44, 075, 055 923, 255 
Manufactured gas purchased Saineals 61, 085 on 


Total gas purchased -. -. ine sei - 44, 136, 140 


45, 059, 395 923, 255 


The increase of $923,255 in the cost of purchased gas which be- 
came effective after October 31, 1953 (the end of the test period) 
may be accounted for as follows: 

Hope.—Rate of 39.5¢ per Mcf became effective, under bond, on 
April 9, 1954, superseding the rate of 35.8¢ per Mcf which was in 
effect on October 1, 1953. 

Chicago Corporation—The increase of $291,409 applied to gas 
purchased from Chicago Corporation relates to rates which be- 
came effective January 1, 1954. The details of this computation 
are set forth in Exhibit No. 87, Schedule D5. 

Tennessee.—The increase of $76,475 for gas transported by Ten- 
nessee results from a demand charge of $2.60 per Mcf and a com- 
modity rate of 11.65¢ per Mcf which became effective on March 1, 
1954, pursuant to the Commission’s approving a settlement in Docket 
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No. G—2252, subject to contingencies concerning the future rate of 
Federal income taxes and certain refunds which may be obtained 
by Tennessee from United Gas Pipe Line Company. 

Atlantic Seaboard.—The additional cost of gas purchased from 
Atlantic Seaboard in the amount of $124,827 is based upon rates 
which became effective subject to refund, on March 1, 1954, applied 
to the quantities of gas purchased in the test year ended October 31, 
1953, consisting of a demand charge of $2.90 per Mcf and a com- 
modity rate of 27.82¢ per Mcf adjusted for the BTU content factors 
shown in Exhibit No. 87. 

United Fuel—Effective March 1, 1954, United Fuel’s wholesale 
rate was established at $1.27 demand charge per Mcf and a com- 
modity rate of 21.97¢ per Mcf in Docket No. G-2274. Application 
of these rates to the volume of purchases in the test period resulted 
in an increase of $127,958 in the cost of gas purchased from United 
over the cost of $8,585,082 resulting from the rates which were ef- 
fective from February 15, 1953 to March 1, 1954. 

Pricing of gas in and out of storage.—It will be noted in the sum- 
mary tabulations of the Cost of Service in Docket No. G-—2176, 
Interim and Future, that the pricing of gas delivered to and with- 
drawn from storage, as it effects the cost of gas sold in each docket, 
has been revised from that shown by the books for the test period 
used in these proceedings. 

These revisions have been made on the basis of the percentage of 
increase or decrease reflected herein in the total cost of gas purchased 
from the suppliers whose annual purchases are delivered to under- 
ground storage. These suppliers are as follows: Chicago Corpora- 
tion, Tennessee, Texas Eastern, and United Fuel. 

The record indicates (Ex. 88, Sch. E-1) that in the test year 
15,644,001 Mcf of natural gas was delivered to underground storage. 
This volume of gas was priced at $4,751,275 in the company’s books. 

In establishing the cost of gas purchased in Docket No. G—1967 
the aggregate price of the purchases from the aforementioned sup- 
pliers was reduced from $34,907,806 to $34,671,586 or a reduction of 
677%. Accordingly, the cost of natural gas delivered to under- 
ground storage for that docket was decreased by $32,152. In Docket 
No. G-2176, Interim, the cost of natural gas purchased from sup- 
pliers of storage gas was increased 2.9%; accordingly, the previ- 
ously adjusted cost of gas delivered to underground storage was in- 
creased by $137,180. In Docket No. G-2176, Future, the cost of gas 
purchased from the suppliers was increased 1.014% over the ad- 
justed amount established in Docket G—2176, Interim. This resulted 
in an increase of $67,489. 
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Concerning the repricing of gas withdrawn from storage, the 
record indicates (Ex. 88) that the recorded cost of the current year’s 
gas withdrawn from underground storage aggregated $829,910.° 
This amount has been increased or decreased by the percentages ex- 
plained with respect to pricing of inputs to storage. 

Exploration and development cost——Exploration and development 
cost is a total of the expenses in three acounts: Delayed rentals, 
non-productive well drilling, and abandoned leases. The actual de- 
layed rental expenses and accruals for abandoned leases were unusu- 
ally high during the test year. Manufacturers adjusted the actual ex- 
penses in such accounts by eliminating the amounts attributable to 
certain leaseholds which it was anticipated would be released in 
the future. 

The non-productive well drilling expense during the test year was 
also considered by Manufacturers to be excessive and the average 
expense in such account over a 5-year period was substituted for 
actual. Such adjustments are somewhat speculative and inconsistent. 

The expenses in these accounts over a 3-year period are as follows: 


587,423 


Average 749,275 


Although we shall include the actual expenses in these accounts 
during the test year in arriving at a cost of service in Docket No. 
G-1967 and G-2176 (Interim) we find that a 3-year average of such 
expenses is a reasonable method of computing the normal expenses 
to be included in the cost of service in Docket No. G—2176 (Future). 

As explained previously, Manufacturers dropped the capitalized 
leasehold expense from its rate base, thus reducing return allowed 
in the cost of service. However, we have retained the leasehold in 
the rate base. 

Summary of cost of service——As stated above, the cost of service 
of interstate wholesale sales in Docket No. G—1967, computed on the 
basis herein discussed, indicates that actual costs exceeded revenues 
collected under bond between November 1, 1952 and October 24, 
1953. 

The following table shows in detail the costs of service, or both 
the “interim” and “future” bases, in Docket No. G—2176, for total 
production and transmission operations of Manufacturers, excluding, 
however, costs of distribution operations. 


5 On a last-in-first-out basis, as followed by Manufacturers, only a small portion of total 
withdrawals during the test year were accounted for from test year deliveries to storage. 
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Manufacturers’ Cost of Service 





Docket No. | Docket No. 
Description G-2176 | G-2176 
interim | future 


Operating revenue deductions: 
Operating expenses: | 
Liquefied petroleum gas air production_.____- ‘ $69, 018 $69, 018 
Natural gas production and gathering --- wall 1, 399, 705 , 399, 705 
Products extraction ___. : 3 | 94, 860 94, 880 
Exploration and development. -- at 1, 280, 606 | 749, 275 


Subtotal___. 


2, 844, 189 2, 312, 858 


Other gas supply expenses: 
Purchased gas—natural suas ee 44,075,055 | 44, 998, 310 
Purchased gas—manufactured___.................---- 61, 085 61, 085 
Purchased gas expenses-.---. . anna ait 149, 702 149, 702 


Subtotal ee i 44, 285, 842 45, 209, 097 


Underground storage: | | 
Gas placed in storage—cr---- Se ee ee eR ee (4, 881, 217) (4, 948, 706) 
Gas withdrawn from storage—dr 3, 082,978 | 3, 094, 766 


Net increase in underground storage (1, 798, 239) (1, 853, 940) 


Gas used by company—cr -- : (570, 801) ; (570, 801) 


Underground storage expenses..................----- 7h. ¥ 497, 894 | 
Transmission expenses 


~ 497, 894 
| 2, 737, 187 | 2, 737, 187 


Administrative and general___ ieee Ar sae ‘ seats 1, 349, 756 1, 349, 756 


Total operating expenses ere is ; | 49,345,828 49, 682, 051 
Depreciation, depletion and amortization... __. _. es ; : 2, 356, 685 2, 356, 685 
Taxes: | 

Federal income. dink aribaaacioes : 2, 601, 421 2, 532. 842 
Pennsylvania corporate income ; : 232, 284 226, 166 
Other _. 432, 899 
Total operating revenue deductions-_- 54, 969, 117 
Credits to cost of service.............-- : (337, 905) 


54,631,212 | 54,892,738 
4, 695, 139 4, 696, 498 
13, 757 


59, 326, 351 59, 602, 993 


Return @ 64%... ._- 
Rate case expense 


Tate Cnk Ol WG nn acdc ctncbctcdcndaee ‘ 


Classification and Allocation of Manufacturers’ Costs 


Manufacturers sells and delivers gas in interstate commerce for 
resale and also serves residential, commercial and industrial con- 
sumers in Ohio, Pennsylvania, and West Virginia through an in- 
tegrated system of production facilities, transmission lines, storage 
facilities and distribution lines. Therefore, to determine the cost 
of service for wholesale sales subject to this Commission’s jurisdic- 
tion there must be an allocation of the costs which are common to 
both jurisdictional and non-jurisdictional sales. 

As we have noted many times, a natural gas system is designed 
to supply the peak requirements of its customers as well as the an- 
nual requirements of such customers and it has been standard prac- 
tice in allocating costs to classify costs into demand and commodity 
categories on the basis of their relation to the system’s peak or an- 
nual operations. Costs so classified are then allocated between 
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jurisdictional and non-jurisdictional classes of customers on the 
basis of relative peak requirements and relative annual requirements. 

Manufacturers allocated demand costs on the basis of a single 
day’s deliveries. As we have frequently held, we believe that a 
single day’s sales may be so affected by unusual conditions as not 
to reflect accurately the operational objectives of the system’s de- 
sign, and the reasonable demands imposed upon the system by the 
varying requirements of those dependent upon it for their gas 
requirements. 

Demand costs are allocated herein on the basis of a three-day 
sustained peak period requirements, as we have heretofore found 
proper and which appears to be reasonable in this case. Commodity 
costs are allocated on the basis of relative annual requirements. 

Manufacturers contends that its production, storage, and trans- 
mission operations are so commingled that separation of costs by 
function is improper. However, its distribution operations are also 
closely integrated with such operations, yet it has segregated iden- 
tifiable distribution costs and allocated administrative and general 
expenses, taxes and depreciation to distribution. As we have fre- 
quently pointed out, the consideration of costs by functional groups 
is of material assistance in arriving at a reasonable and proper 
classification and allocation of costs. We find that it is feasible 
and proper to make a functional separation and allocation of costs to 
production, storage, and transmission, preliminary to their classifica- 
tion and allocation. 

Costs of liquefied petroleum gas and underground storage.—Manu- 
facturers classified direct storage costs as 50 percent demand and 
50 percent commodity. The Staff classified all storage expenses, in- 
cluding overhead expenses assigned to the storage function, as 
50 percent demand and 50 percent commodity, with the exception 
of compressor station supplies and expenses including fuel which 
were treated as 100 percent commodity. Both Manufacturers and 
the Staff treated LPG expenses as 100 percent demand costs. The 
facts of record show that Manufacturers relies upon storage to meet 
requirements throughout the winter but that requirements on the 
sharp peak days are met by both storage and LPG plants. Under 
these circumstances we find the classification presented by the Staff, 
which is in conformity with the classification considered and ap- 
proved by the Commission in prior cases, is reasonable and proper 
for the disposition of this case. 

Costs of production—The Staff classified ail of Manufacturers’ 
costs associated with its production of natural gas in its local pro- 
duction fields in the Appalachian area as commodity costs. Manu- 
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facturers classified the direct costs of production as commodity costs 
with the exception of products extraction expenses (excluding fuel 
and gas shrinkage) which were classified as 50 percent demand 
costs. By not segregating overhead expenses by functions, Manu- 
facturers treats return, taxes, and administrative and general ex- 
penses as 50 percent demand costs and 50 percent commodity. 

We find no justification in the record for Manufacturers’ conten- 
tion that its production costs are directed at meeting peak period 
requirements. Accordingly, we find that the classification of pro- 
duction costs entirely as commodity costs is reasonable under the 
circumstances of this case and the facts of record. See United Fuel 
Gas Company, Opinion No. 258, 12 F. P. C. 251; Northern Natural 
Gas Company, Opinion No. 228, 11 F. P. C. 123. 

Classification of costs of transmission—Manufacturers has clas- 
sified most of its transmission expenses as 100 percent demand 
costs. We have repeatedly held that transmission expenses relate 
to peak requirements as well as to annual requirements, United Fuel 
Gas Company, Opinion No. 258; Northern Natural Gas Company, 
Opinion No. 228; Atlantic Seaboard Corporation, Opinion No. 225, 
11 F. P. C. 48. The determination made by the Staff in accordance 
with the methods we have heretofore found proper classifies com- 
pressor station fuel and supplies and expenses and maintenance 
equipment expenses as 100 percent commodity because these ex- 
penses follow predominantly the volume of sales. All other opera- 
tion and maintenance expenses except supervision and engineering 
are classified 50 percent commodity and 50 percent demand. Super- 
vision and engineering expenses are classified to demand and com- 
modity in the proportion that other direct expenses (excluding 
pumping station fuel) are so classified. Administrative and gen- 
eral expenses are apportioned to demand and commodity categories 
on a similar basis. Depreciation, taxes, return and other gas 
revenues are classified as 50 percent demand and 50 percent com- 
modity on the basis that such plant costs are incurred to meet both 
peak and annual requirements. 

Classification of purchased gas costs—During the test year Manu- 
facturers purchased gas from Hope Natural Gas Company (Hope), 
Texas Eastern Transmission Corporation (Texas Eastern), United 
Fuel, Atlantic Seaboard, and from The Chicago Corporation (Chi- 
cago), which Chicago gas was transported by Tennessee, in addition 
to local purchases in the Appalachian area. 

Manufacturers classified its purchased gas costs to demand and 
commodity on an “as billed” basis, with the exception of some of 
the Texas Eastern gas, to which it imputed a demand charge. Thus, 














HOME GAS COMPANY, ET AL. 261 


the cost of local gas as well as that purchased from Hope, Chicago, 
and Texas Eastern under straight commodity rates, was classified 
as a commodity cost. Firm gas purchased from Texas Eastern in 
Zone D, Atlantic Seaboard and United Fuel, and the transportation 
charges paid Tennessee, under demand-commodity rates, were classi- 
fied by Manufacturers as demand and commodity costs. 

Texas Eastern sells gas in its Zone C under a joint contract to 
Manufacturers and Ohio Fuel. The total charge for this gas is 
computed by Texas Eastern on the basis of the demand and com- 
modity rates in its rate schedules applicable to Zone C sales, and 
this total charge is divided by the total volume delivered, to de- 
termine an average commodity charge; then, Texas Eastern bills 
Manufacturers and Ohio Fuel on the basis of this average com- 
modity charge multiplied by the Mcf taken by each company during 
each month. Consequently, Manufacturers is billed for gas it 
receives from Texas Eastern in Zone C at a commodity rate, which 
changes but slightly from month to month. Thus the total cost to 
Manufacturers varies directly with the volumes taken, and if Manu- 
facturers took none of this during a particular month, it would not 
be billed for any of the cost (T. 2595). We find the total cost of 
such gas is appropriately classified as a commodity cost. With this 
modification we find that the classification of demand charges on 
purchased gas as demand costs is reasonable and proper for the 
disposition of this case. 

Summary.—The following tables summarize the costs of service 
in Docket No. G-2176 for the period from October 25, 1953 to 
March 1, 1954 and from March 1, 1954 forward. Tables showing 
the classifications in some detail are also included. It should be 
noted, from a comparison of the costs of the two periods, that 
because various adjustments in the cost of service have offsetting 
effects, the totals for the interim period and future are very close. 
Therefore, in the design of rates, as discussed below, we design a 


single rate for Manufacturers’ general service sales to cover the 
entire period. 
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THE MANUFACTURERS LIGHT & HEAT CO. 


SummMary—Cost or SERVICE 


Particulars 


Cost of produced and puntiqest g gas... 
Cost of L. P. gas-air . 

Cost of underground storage_. 

Cost of transmission ...__.._.--- 


Total cost of service 
Percent applicable to wholesale sales - 
Allocated cost of service i 
Regulatory commission expense. 


INTERIM-— G-2176 





Total 


$46, 662, 329 | 


2, 548, 241 


9, 836, 143 


59, 326, 351, 


13, 757 | 


Demand 


$6, 211, 314 | 
279, 438 
1, 207, 059 | 


12, 113, 845 
26. 19 
$3, 172, 616 


4, 415, 807 Bi 


Commodity | 


[= 


Total 
| allocated 


$40, 450,988 |. 
! 
1, 341, 182 
6, 420, 336 | 


“47, "212, 506 | 
30.76 
$14, 522, 567 | 





FUTU RE— 


59, 340, 108 


G-2176 


! 





Particulars 


Cost of produced and purchased gas_-_------ 


Cost of L. P. gas-air.. 
Cost of underground storage-- 
Cost of transmission... 


Total cost a hteciedientestibtcnbaretex , 


Total 


279, 637 
2, 551, 323 
9, 836, 070 


59, 589, 236 


| $46, 922, 206 | 


Demand 


928 
637 
600 
770 


$6, 931, 
279, 
| 1, 208, 
| 4, 415, 


835, 
26.19 
$3, 361, 731 


12, 


935 | 


Commodity | 


Total 
| allocated 


$39, 990, | 


1, 342, 723 | 
5, 420, 300 | 


46, OF 8.301 | 


30. 
$14, 381, 315 | $17, 743, 046 
a 13, 757 








59, 602, 993 








| 17, 756, 803 
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THE MANUFACTURERS LIGHT & HEAT CO. 


Cost or UNDERGROUND STORAGE 
INTERIM—G-2176 





Particulars 


Cost classification 
Total 





Operations: 
Supervision and engineering - - 
Compressor station fuel 
Compressor station supplies and e xpe nse 


Other operating expense. -.-................... = 


Total operations 


Maintenance: 
Supervision and engineering. __- 


Compressor station equipment.......................... 


Other maintenance expense 


Total maintenance___.__. 
Miscellaneous__... 


Total storage expense..................-- 


Administrative and general. - 

Depreciation.___-.- ..- 

Taxes: 
Federal income - -- 
Pennsylvania corpors ate income. 
Other_. 

Other gas revenues—cr 

Return @ 6% percent per annum 


Total cost of underground storage_____- 


FUTURE—G-2176 


Operations: 
Supervision and engineering 
Compressor station fuel 


Compressor station = Ss and expemse__.__..__. 


Other operating expense. 
Total operations 


Maintenance: 
Supervision and engineering. - 
Compressor station equipment_._. 
Other maintenance expense-.-___-. 


Total maintenance. 
Miscellaneous. 


Total storage expense 


Administrative and general. 

Depreciation... _- 

Taxes: 
Federal income. atic 
Pennsylvania corpors ate income - 
Other. v 

Other gas revenues—cr-. 

Return @ 6% percent pe r annum. 


Total cost of underground storage 


Demand Commodity 


$58, 967 $27, 125 | $31, 842 
el ee teed 58, 396 
15, 679 |____._- 15, 679 
166, 101 83, 050 | 83, 051 


299, 143 ! 110, 175 | 188, 968 





3, 440 96 2, 477 
39, 007 |...-- 39, 007 
50, 383 25, 192 


92, 830 B, 1 66, 676 
105, 921 2, § 52, 961 


_ 497, 804 Rg 289 308, 605 


105, 741 | 60, 272 
137, 495 | 68, 747 | 68, 748 


658, 942 | 329, 471 329, 471 
58, 838 | 29, 419 29, 419 
48, 409 24, 204 | 24; 205 

167 | 83 | 84 
1, 040, 755 | 520, 377 520, 378 





2, 548, 241 1, 207, 059 1, 341, 182 





$27, 125 
“83, 050 
110, 175 





963 
_-%, 191 
26, 154 


105, 741 
137, 495 





660, 183 
58, 950 | 
48, 409 

167 | | 84 
4 042, 484 521, 242 521, 242 


2, 551, 323 1, 208, 600 | 1, 342, 723 


——_——_——--_-_------???_—————_—_—————————— 





FEDERAL POWER COMMISSION 


THE MANUFACTURERS LIGHT & HEAT CO. 


Cost oF PrRopUCcED AND PurcHASED Gas 
INTERIM—G-2176 


Cost classification 


Particulars 


Demand 


Commodity 





Gas purchased: 
Atlantic Seaboard Corp 

The Chicago Corp---....- 
Cumberland & Allegheny Gas Co..-- 
Hope Natural Gas Co--.-- aes 
Natural Gas Co. of West Virginia... 
Tennessee Gas Transmission Co.. 
Texas Eastern Transmission Co- 
United Fuel Gas Co.. 


Subtotal : 
Local producers... .--- 


Total natural gas purchased-_..----_-- 
Manufactured gas purchased.....-.....- 


Total gas purchased 

Other natural gas supply 
Products Extraction_- 
Production - - - ail 
Gas in and out of storage--.. = 
Administrative and gener: al expense. janie 
Depreciation and depletion - -- 
Taxes: 

Federal income -. 

Other. 

Pennsylvania corpor: ate income. 
Other gas revenues—Cr-.__ 
Return @ 6% percent per annum._- 


Total cost of produced and purchased gas 


FUTURE 


$2, 196, 347 
1, 588, 702 
859, 772 

2, 927, 742 
9, 264 

5, 415, 172 
20, 090, 500 
8, 585, O82 


585 
41, 672, 581 
‘ 2, 474 


75, 055 
085 


36, 140 
, 099) 
94, 860 
, 311 
, 239) 
10, 286 
55, 806 
, 909 
9, 484 
, 707 


9, 445 





46, 662, 329 


G-2176 


7, 281) |. 


$502, 367 | 
50, 000 | 


52, 700 | 
6, 440 | 


6, 491, 507 | 


6, 491, 507 | 
| 


6, 491, 507 | 


(280, 166) | 





6, 211, 341 


$1, 693, 980 
588, 702 
859, 772 
2, 927, 742 


| 9, 26 


3, 165, 
17, 837, § 
7, 098, 645 
35, 181, 
2, 402, 47 
37, 583, 5 
61, 
37, 644, 
(421, 
94, 
2, 680, 
(1, 518, 
460, 
565, 


099 ) 
860 
311 
073) 
286 
806 


231, 
119, 
20, 
(137, 
709, 


909 
484 
707 
281) 
445 


40, 450, 988 





Gas purchased: 

Atlantic Seaboard Corp... 
The Chicago Corp 
Cumberland & Allegneny Gas C Bia. 
Hope Natural Gas Co-.-.. 
Natural Gas Co. of West Virginia_--. 
Tennessee Gas Transmission Co-- 
Texas Eastern Transmission Co--.- 
United Fuel Gas Co-. 


Subtotal -- 
Local producers........-------- 


Total natural gas purchased -. -- 
Manufactured gas purchased..-----. 


Total gas purchased 

Other natural gas supply 
Products extraction. -- 
Production - ae 
Gas in and out of storage. ‘ 
Administrative and gener ale xpense.. 
Depreciation and depletion. -- 
Taxes: 

Federal income... 

Other-_- wai 
Pennsylv ania corporate income - 
Other gas revenues—cr 
Return @ 6 percent per annum 


Total cost of produced and purchased gas 


1, 880, 111 
859, 772 

, 230, 
9, 264 
5, 491, 647 
, 090, 500 
3, 713, 040 


, 595, 
, 402, 474 


61, 085 


| 


94, 860 

2, 148, 980 
(1, 853, 940 
460, 286 
565, 806 


162, 164 
119, 484 
14, 480 
(137, 281) 
709, 071 


| 
$2, 321, 174 


328 |. 


836 | 
998, 310 | 


“45, 059, 395 | 
(421, 099) | 


$766, 803 | 


« | 
2, 340, 000 
2, 252, 700 


4, 0S 


1, 887, 780 
7, 247, 283 


7, 247, 283 


7, 247, 283 


(315, 355) 





: 
ES 


$1, 554 
1, 880, 

859, 7 
3, 230, 33 
9, 26 
3, 151, 
17, 837, 
6, 825, 


, 371 


260 


553 
474 


"35, 348, 
2; 402, 
37 yf 751, 
61, 

37, 812, 
(421, 
94, 

2, 148, 
(1, 538, 
460, 
565, 


027 
085 
112 
099) 
860 
980 
585) 
286 
806 


162, 164 
119, 484 

14, 480 
(137, 281) 
709, 071 








46, 922, 206 | 


6, 931, 928 | 


39, 990, 278 
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THE MANUFACTURERS LIGHT & HEAT CO. 


Cost or L. P. Gas-Arr 
INTERIM—G-2176 


Particulars Demand Particulars Demand 





Operations ee $47, 462 || Taxes: 
aintenance : 20, 956 Federal income--_-- 
Miscellaneous.__._._-- a 600 Pennsylvania corporate income - 
—_-—- Other ‘ 
TUNE. cccau habe bebon 69, 018 Other gas revenues—cr -. . 
Administrative and ge ner: al. aaa i 18, 660 Return @ 6 per cent per annum... 


II, Si kndicncienccedtiteceenss 5 Total cost of L. P. gas-air 


t—G-2176 





Particulars | Demand Particulars Demand 





Operations ; $47, 462 || Taxes: 
Maintenance-.-_......-- | 20, 956 | Federal income........-.- os 56, 116 
Miscellaneous ___.__- cakeitaiiadle : 600 Pennsylvania corporate income... _- 5, 011 

—_-——- Other ‘ 5, = 

Total rae sa 69,018 || Other gas revenues —cr 
Administrative and general | 18, 660 || Return @ 6% per cent per annum...._-| 86, 958 
Depreciation | 87, 678 Total cost of L. P. gas-air 
38, 228 


468 
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THE MANUFACTURERS LIGHT & HEAT CO 


Cost or TRANSMISSION 
INTERIM—G-2176 





Cost classification 


Particulars 


Operations: 
Supervision and engineering - -__..---- 
Compressor station fuel. 


Compressor station—supplies and expenses. -- - 


Other operating expenses - - - -- 
Total operations - _-_- 


Maintenance: 
Supervision and engineering 
Compressor station equipment_---_. 
Other maintenance expense - 


Total maintenance..---- 


Miscellaneous---_- 


Transmission expense --- 


Administrative and general expenses. 
Depreciation.... Langhesbhcees 
‘Taxes: 
Federal income - - - .- 
Pennsylvania corporate ‘income tax 
Other. 7 
Other gas revenues—cr_._- 
Return @ 64% per cent per annum -- 


Total cost of transmission-__---- 


Total Demand 


| 
| 


$145, 863 | 
318, 305 | _- 
113, 241 | 

1, 151, 239 | 


$67, 097 | 


”” 575, 619 


642, 716 


Commodity 


$78, 766 
318, 305 
113, 241 
575, 620 


1, 085, 932 





33, 216 
" "956, 109 


47, 798 
108, 322 
256, 110 





289, 


18, 446 
270. os | | 


412, 230 


18, 446 
270, 092 





. 737, 187 950, 487 


1, 786, 700 





765, 069 298, 377 
1, 615, 156 | 807, 578 


1, 654, 452 | 827, 226 
147, = 73, 864 
259, ¢ 129, 687 

(200, 809) | (100, 404) 

2, 857, 985 | 1, 428, 992 


9, 836, 143 4, 415, 807 


466, 692 
807, 578 


827, 226 
73. 864 
129, 688 
(100, 405) 
1, 428, 993 


5, 420, 336 
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Cost classification 
Particulars 





Demand | Commodity 





Operations: 
Supervision and engineering - -__-_.__-. 
Compressor station fuel- 


Compressor station—supplies and —. eee 


Other operating expenses - - - -.__ 
Total operations 


Maintenance: 
Supervision and engineering =e 
Compressor station equipment_--_-__ 
Other maintenance expense 


Total maintenance 
Miscellaneous-.........- 
Transmission expense --__ 


Administrative and — expenses _. 
Depreciation ___- i 
‘Taxes: 
Federal income. -- 
Pennsylvania corporate income tax. - - 
Other. ; : 
Other gas revenues—cr____ maa 
Return @ 6 per cent per annum. aKa 


Total cost of transmission_._-_-- 





$145, 863 | 
318, 305 
113, 241 | 

1, 151, 239 


| 
$67, 097 | 


| 
575, 619 | 


$78, 766 
318, 305 
113, 241 
575, 620 





2, 716 


1, 085, 932 





108, 322 |. 


512, 219 | 


"256, 109 | 


108, 322 
256, 110 





701, 555 | 


306, 984 


2, 737, 187 | 


289, 325 


487 


412, 230 





765, 009 | 
1, 615, 156 | 
| 


1, 654, 379 
147, 725 | 
259, 375 

(200, 809) 

2, 857, 988 


, 377 


578 


, 189 | 

3, 862 
, 687 
, 404) 
. 994 





9, 836, 070 


4, 415, 770 





HOME GAS COMPANY, ET AL. 
Manufacturers’ Tariff 


As indicated above, because of offsetting adjustments to test year 
costs, the allocated test year cost of service for interstate, wholesale 
sales for the period October 25, 1953 to March 1, 1954 is very close 
to the test year cost of service for such sales for the period March 1, 
1954 onward. For the purpose of designing a rate which will be 
applicable for approximately an annual period, October 25, 1953 to 
November 1, 1954, we have averaged the two costs of service, 
weighted by the sales volumes during the months each cost of service 
would be applicable. The resultant cost of service of $17,734,000 
is used herein as a basis for designing rates in Docket No. G—2176. 

Manufacturers’ prior effective FPC Gas Tariff, Original Volume 
No. 1 (superseded by the tariffs in these proceedings) provided for 
the supply of customers’ requirements at a demand charge of 
$2.00 per Mcf of billing demand and a commodity charge of 24.5 
cents per Mcf. Billing demand was established as the highest day’s 
delivery during the 12 months ending with the current billing month 
(100 percent ratchet). 

In its new tariffs, Manufacturers proposes a contract demand form 
of tariff. It proposes that the monthly demand charges be $2.00 per 
Mcf of billing demand with billing demand being the maximum 
single day’s delivery in the 12-month period ending with the current 
billing month, but not less than 90% of the contract demand nor 
more than the contract demand. Takes in excess of 103 percent of 
the contract demand without authorization from Manufacturers on 
more than one day in the billing month subjects the Buyer to over- 
run penalties. Manufacturers’ supply obligation and the Buyer’s 
entitlements would be limited to the specified contract demand. 

The proposed contract demand tariff—Only 25 to 30 percent of 
Manufacturers’ sales are wholesale sales; the remainder of its sales 
are at retail. Where such a situation exists, there is a strong pos- 
sibility that discrimination may occur as a result of the proposed 
contract demand tariff. The purpose of the proposed tariff is, in 
general, to protect Manufacturers in the event it incurs costs to 
provide a supply of gas for which anticipated requirements fail to 
materialize. Where such a tariff is applied to all customers equally, 
discrimination among customers may not be significant. But where 
such protection is sought and is applicable to but a small portion 
of total sales, resulting discrimination becomes unreasonable. 

By the proposed tariffs, Manufacturers seeks to place several 
limitations on its wholesale customers. It seeks to place a ceiling 
upon the maximum daily volume which a wholesale customer may 
receive by requiring Manufacturers’ concurrence in such amount 
and further requiring a 20-year contract specifying such demand 
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on the basis of which the customer must pay a demand charge. This 
ceiling is subject to upward revision from time to time if a customer 
desires increased maximum daily volume of gas and only if Manu- 
facturers is willing to provide such gas. Manufacturers seeks to 
mitigate for itself the seasonal variation in revenues to which 
the wholesale purchaser is subject, by requiring that such purchaser 
pay a demand charge on the basis of the highest single day’s take 
or 90 percent of the contract demand, whichever is higher. 

None of such limitations are placed on the determination of the 
rates to be charged in the communities which Manufacturers serves 
at retail. There is no ceiling on the maximum daily volumes of 
gas which are supplied to such communities. There is no require- 
ment that Manufacturers’ retail customers take-or-pay for gas both 
winter and summer under a long term contract. Manufacturers’ 
revenues fluctuate in the season pattern which is typical of the retail 
market. 

A retailer receives revenues when he sells gas and such a retailer 
can not ordinarily place gas, which, it is required to take or pay for, 
in storage in the summer for sale in the winter. 

A further discrimination was pointed out with regard to priorities 
and curtailments of service. Acme sells gas solely for industrial 
purposes. By a condition in the certificate authorizing sales to 
Acme, such service is subject to curtailment if Manufacturers has 
an inadequate supply for its space heating retail and wholesale mar- 
ket, and curtailments have been made. Nevertheless, Manufacturers 
would require Acme to agree to a contract demand under a twenty- 
year contract. Further, by Manufacturers’ contract demand tariff 
the supply of the volumes equivalent to the contract demand is sub- 
ordinated to the requirements of the residential customers of both 
Manufacturers and its wholesale customers. 

A second factor militating against the proposed tariff is Manu- 
facturers’ ability to store gas in large quantities. About 30 per- 
cent of its winter daily requirements is met day by day through 
withdrawals from storage. Thus, Manufacturers is in a position to 
buy southwest gas from the pipe lines, with high take or pay for 
commitments because, in the summer period, when its purchases 
exceed its sales, it may place the gas in storage and earn a return 
on the funds so invested. Therefore, Manufacturers converts the 
constant flow of gas from such suppliers into a seasonal flow of gas 
to meet its total requirements and Manufacturers is compensated 
for the necessity of translating the seasonal flow of revenue from 


its markets into a constant stream of revenue to its southwest 
suppliers. 
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a 


Manufacturers complains that it should be allowed to have the 
same type of tariff as the long-line pipe lines. It overlooks the fact 
that such pipe lines receive revenues concurrently as they sell gas; 
and they require their customers to take gas at high load factors. 
Manufacturers, on the other hand, admittedly could not provide 
gas to its present markets at a comparatively high load factor and 
yet maintain and operate its storage program. By its tariff Manu- 
facturers effectively prohibits its wholesale customers from “dump- 
ing” boiler fuel gas in the summer although such off-peak inter- 
ruptible sales would be necessary if local distributors were required 
to earn the revenues required for a take or pay for commitment. 

We find that Manufacturers has not justified the proposed shift 
from a requirements tariff to a contract demand tariff, that the pro- 
posed tariffs are not reasonable, and that Manufacturers’ prior 
general service rate schedule, with certain modifications hereinafter 
discussed, should be retained. 

Under Manufacturers’ previously effective tariff, total demand 
charge in a monthly bill was determined by multiplying the $2.00 
demand charge times the billing demand. The billing demand was 
the highest single-day demand during the billing month, but not 
less than the highest single-day demand established in the preceding 
11 months (the so-called 100 percent ratchet). The Staff recom- 
mended that there should be some flexibility to total monthly de- 
mand charges, and therefore that the “floor” on billing demands 
should be something less than 100 percent of highest day’s take 
during the 12 months including the current billing month. Manu- 
facturers needs a large portion of its transmission capacity during 
the period April-October to place gas in storage. Therefore, when 
customers release such capacity to Manufacturers, they should not 
be required to continue to pay demand charges corresponding with 
their utilization of capacity at peak requirements. Staff witness 
Benson examined Manufacturers’ monthly costs of service, as re- 
ported to the Commission, and determined that revenues based upon 
billing demands fixed at a minimum (a) in the months of Novem- 
ber through March of 90 percent of the peak day take (during the 
12 months including the current billing month) and (b) in the 
months of April through October of 50 percent of the peak day take 
would correspond closely with such monthly costs of service. We 
find this modification of Manufacturers’ general service rate sched- 
ule is appropriate and required under the facts and circumstances 
disclosed by the record in this case. The rates under such rate 
schedules are $2.00 per Mcf of billing demand and 33.6¢ per Mcf 
delivered. 

Small general service rate schedule——Manufacturers, in providing 
a penalty for unauthorized over-runs, in effect recognizes that cus- 
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tomers having less than 3,333 Mcf of demand are differently situated 
from other customers (T. 1182). Such customers are allowed an 
over-run of 100 Mef without penalty, whereas larger customers are 
permitted over-runs of 3 percent of their established demands. The 
Staff recommended that this small customer category be established 
at 5,000 Mcf rather than 3,333 Mcf, and that such customers pay a 
slight premium and buy gas at a straight commodity rate. 

Small communities are ordinarily unable to develop much diver- 
sity of load, and may be severely affected by fluctuations in local 
economic conditions. Thus, a demand-commodity rate has a more 
severe impact on the small customer than on larger customers serv- 
ing large diversified communities or multiple service areas. A small 
general service rate schedule with a flat rate is standard in the in- 
dustry and would be appropriate in this case and we so find. 

We shall require that Manufacturers file a Rate Schedule avail- 
able on an optional basis to small customers, containing a rate of 
46 cents per Mcf, to be effective as of the effective date of this 
opinion and order. Such a Rate Schedule, however, shall not form 
a basis for computation of refunds. 

Rate schedule LS.—Due to the affiliation of Manufacturers and 
Home, and their integrated operations as the principal constituents 
of the Pittsburgh Division of Columbia, and with Home owning and 
operating substantial storage facilities relative to its peak require- 
ments, the characteristics of Manufacturers’ sales to Home do not 
conform to those of Manufacturers’ other wholesale sales. The typi- 
cal pattern of deliveries is for Manufacturers to reduce its deliveries 
to Home on Manufacturers’ peak day or the Columbia System’s 
peak day in order that Manufacturers can supply its other require- 
ments with minimum curtailment. Home can meet its require- 
ments with this curtailed delivery by withdrawals from storage. 
For example, Home’s peak day take from Manufacturers during 
the test year occurred not during a winter month when its sales 
requirements were at a maximum, but in April. Exhibit 59, which 
shows actual daily deliveries by Manufacturers to Home during 
several peak winter months, demonstrates clearly this “backing off” 
by Home at times of peak requirements. It is quite obvious that 
if Home were an unaffiliated company, acting to avoid economic 
detriment, it would take gas during the peak months as close to 
the level of the established billing demand volume as possible. 
Certainly in the early months of the heating season it would not 
curtail its receipts from its supplier, and at the same time increase 
withdrawals from storage—for withdrawals in December reduce de- 
liverability which may be necessary later in the winter. 

Because of Home’s available gas supply from storage, there is 
considerable flexibility in Home’s requirements from Manufacturers 
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and because of Home’s requirements for delivering gas to storage, 
its maximum single day’s demand upon Manufacturers is unlikely 
to contribute to Manufacturers’ costs in the measure of such de- 
mands. As a consequence, the maximum single day’s delivery by 
Manufacturers to Home is not the proper measure for determining 
the demand charges to be paid by Home to Manufacturers. 

Therefore, we shall require Manufacturers to file an LS Rate 
Schedule for its sales to Home, with provisions as shown in Exhibit 
108 which is similar to those described in Opinion No. 258, for the 
sales by United Fuel Gas Company to Ohio Fuel Gas Company 
and to Manufacturers. 

Billing demand under the LS Rate Schedule is the average daily 
demand in the month, but not less than the highest such demand 
determined in the previous eleven months. This billing demand 
provision of the LS Rate Schedule provides a more reasonable 
basis for assessing demand charges against Home than the single 
day billing. 

Since this form of rate schedule ascribes more billing units pro- 
portionately to Home than the ratcheted GS Rate Schedule pre- 
scribed for other wholesale sales, we shall provide a differential in 
the commodity rate. The rates under such LS Rate Schedule are 


$2.00 per Mcf of billing demand and 32.6¢ per Mcf delivered. 
The prescribed rates, and the revenues to be derived therefrom, 
are as follows: 


Rate schedule GS: Revenues 


Demand charge $2.00 $2,273,984 


Commodity charge 33.6¢ 9,529,503 
Rate schedule SGS: 


Commodity charge 
Rate schedule LS: 


Demand charge $2.00 1,113,764 
Commodity charge 32.6¢ 4,820,815 


Other Tariff Conditions 


Certain other changes in the General Terms and Conditions of 
Manufacturers’ Tariff are necessary under the present circumstances. 
The term “Seller’s Delivery Obligation” or some comparable descrip- 
tive term should be substituted for “Contract Demand” in Sections 
1.6 and 10. 

A modification of Section 3.2 of Manufacturers’ Tariff, similar 
to the modification required by the Commission in Opinion No. 258, 
to the effect that although a buyer may be required by force of 
circumstances to take gas having a greatly reduced BTU content, 
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the seller is not thereby relieved of its obligation to supply natural 
gas having the average heat content of at least 1,000 BTU appears 
to be in order. It is also required that the filed service agreements 
should specify the geographical location of each point of delivery as 
part of the full disclosure contemplated by the Natural Gas Act 
and the Commission’s Rules and Regulations. A new section must 
be added to Manufacturers’ General Terms and Conditions in order 
to provide for transfers from the SGS to the GS Rate Schedule. 

We conclude that Manufacturers should file revisions consistent 
with this opinion to its FPC Gas Tariff, within 45 days from the 
date of issuance of this opinion and order. 


Home’s Rate Base 


Comparisons of Home’s rate base for Docket No. G—1966 and 
Docket No. G-2175 are shown on the following table. 

Except for the effect of increased price of gas and volume adjust- 
ments reflected in the working capital requirements, the rate base 
is the same for both dockets. As in the case of Manufacturers, 
beginning and ending plant balances have been used in arriving at 
the average rate base. A small adjustment has been made to book 
reserves for depreciation due to certain changes in the depreciation 
base. 

Home’s working capital requirements have been computed on the 
same basis as Manufacturers. 


Home Gas Co.—rate base 





Net plant investment: 
ee ee we $12, 715, 720 
Gas plant leased to others—average 11, 252 11, 252 
Gas plant held for future use—average . 8, 339 | 8, 339 


Average gas plant cide : | 12,735,311 | 12, 735, 311 


Deduct: | 
Reserve for depreciation—average : 2, 582, 223 2, 582, 223 
Contributions in aid of construction - ------ a. anemeibentin 24,093 | 24, 093 


2,606,316 | 2,606, 316 
Net plant investment | 10,128,995 | 10, 128,995 


Working capital: 
Cash requirements 67, 627 
Rate case expense 2, 787 
Materials and supplies : plemignaiads os 7 183, 742 
Prepayments... Sitiiae dddoens 37, 562 
Gas in underground storage Lda imknkimaen Sineciiedabe eileen i 858, 963 


Sy a os ok Sicha banibamdaesinnd kehe ene 1, 150, 681 | 1, 124, 256 


Less 75 percent of Federal income tax accruals available for working 
308, 491 | 307, 609 


Net working capital - -.. ; : 842, 190 | 816, 647 647 





Total rate base 10, 971, 185 71, 185 | 10, 045, 642 642 
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In computing the rate base for Docket No. G-2175, we have re- 
priced gas in storage to reflect increased purchased gas costs. This 
difference is reflected in the account “Gas in Underground Storage.” 

The beginning-of-year balance in storage has been repriced to 
reflect the increased price to be paid rather than historical average 
prices. As in the case of Manufacturers, we have used an average 
of beginning and ending annual plant balances, to determine the 
rate base, and computed working capital requirements in the usual 
way, offsetting 75 percent of the Federal income tax accrual against 
such requirements. 


Home’s Cost of Service 


In its cost of service Home claimed an annual expense of $35,125 
for the amortization of certain damages paid Rockland in the years 
1947 and 1948. Such damages were nonrecurring expenses which 
should be charged off in the year incurred. No justification has 
been shown for amortizing this expense over a 10-year period. 

The following table shows Home’s cost of service in Docket Nos. 
G-1966 and G-2175, which we find to be reasonable and proper on 
the basis of the record in this case. As with Home’s rate base, we 
have determined Home’s cost of service in a manner consistent with 
the principles and methods heretofore discussed in connection with 
Manufacturers’ cost of service. 


Home Gas Co.—cost of service 


G-2175 


| 
Operating revenue deductions: 
Operating expenses: 
Other gas supply expenses: 
Purchased gas. a ee eee Buti $5, 934, 579 $5, 526, 204 
Purchased gas expenses.. - 1, 736 1, 689 


Subtotal aes eu tik 5, 936, 315 5, 527, 983 


Underground storage: 
Gas delivered to U. G. storage—cr- 5 5hag.drS (1, 190, 801) (1, 113, 681) 
Gas withdrawn from U. G. storage—dr- Siciiniiene ‘ } 728, 210 717, 780 


Net increase in storage pindndaiadmabniice save ” _ (462, 591) (395, 901) 


Gas used by company—cr- ---- (61, 452) (61, 452) 
FPC rate case expense_.- ; : on 2, 787 8, 361 
Underground storage expenses_- . | 167, 218 | 164, 292 
Transmission expenses. : ae. | 296, 047 290, 840 
Customers accounting and collecting olen : 713 693 

Administrative and general a eaten eenbncaiae 136, 755 134, 143 


Total speneap - mses. ‘ cialis ane : ‘ atteal 6, 015, 792 5, 668, 959 
Depreciation _..-_-- snopabdinsie man aie 294, 038 294, 038 
Taxes: 

Federal income-. iid atin bce ntrencabeiy sdnessehedndpiecs daeabl 411, 321 | 410, 145 

ae ; | 206, 759 206, 759 

Return @ 6% percent. 685, 699 | 684, 103 
Rent from gas plant leased to others- Lonnas bab inkadeiliad nathebe 577) (577) 


O44) 


Subtotal. =e aaa soak ariaaeiivalehinectara 7, 613, 032 , 263, 42 
New York State gross receipts tax 38, 258 | 36, 502 


Total cost of service | -7,651, 290 } 7% 299, 929 
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Home's Tariff 


Home’s proposed Revised Tariff is a contract demand tariff with 
a $3.00 demand charge. Home concedes in its Exhibit 74 that a 
demand charge of only $2.85 is justified. 

An analysis of Home’s cost of service leads us to the conclusion 
that a demand charge of $2.50, which is the rate contained in 
Home’s previously effective tariff, would be reasonable. A compari- 
son of revenues under the rates we find proper herein, with the cost 
of service, is shown on the following table: 

Docket No. G—1966: Revenues 
Demand charge revenues at $2.50 $2,218,505 
Commodity charge revenues at 37.6¢ 5,081,041 


Docket No. G-2175: 
Demand charge revenues at $2.50 
Commodity charge revenues at 40.2¢ 


With regard to the contract demand tariff, insofar as Home is 
concerned it is merely a billing determinant which affects more or 
less equally all of Home’s customers. Although such tariff can 
become discriminatory in application, particularly where, as here, a 
company sells both to affiliates and non-affiliates, there was no indi- 
cation in the record that billing deliveries and operations resulted 
in any undue discrimination or preference as between customers. 

However, certain modifications of Home’s tariff appear necessary. 
The general terms and conditions should be modified by additions 
to reflect the following changes: 


Section Nature of change 
3.2 Addition to end of first paragraph “but this shall not relieve Seller of 


its obligation to supply natural gas having the average heat content 
stated above.” 


5. Addition of sentence “The geographical location of each point of deliv- 
ery shall be specified in the Service Agreement.” 

10.1 Addition of sentence “In such event, the Service Agreement will be 
completed and filed with the Federal Power Commission without the 
signature of the Buyer as a tendered but not fully executed Service 
Agreement.” 


Furthermore Section 7(b) of the CDS Rate Schedule should be 
eliminated. Authorized overrun service is distinct and different 
from firm service, and should not be provided for in a firm service 
rate schedule. Home should file a separate rate schedule for the 
sale of excess or interruptible gas, which would be uniformly avail- 
able to all customers. whenever Home has gas available. 
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The Commission further finds: 

(1) Manufacturers Light and Heat Company owns and operates 
an integrated natural gas system located in the States of West 
Virginia, Pennsylvania and Ohio through which it transports and 
sells natural gas for resale in interstate commerce and is a natural- 
gas company within the meaning of the Natural Gas Act. 

(2) Home Gas Company owns and operates an integrated natural 
gas system located in the State of New York through which it 
transports and sells natural gas for resale in interstate commerce 
and is a natural-gas company within the meaning of the Natural 
Gas Act. 

(3) The rates and charges effective under Manufacturers’ First 
Revised Volume No. 1, which was effective under bond subject to 
refund from November 1, 1952 to October 24, 1953, were not un- 
reasonable; Manufacturers is entitled to retain all monies collected 
thereunder during that period; and the proceeding at Docket No. 
G-1967 should be terminated. 

(4) The rates, charges and service provided for in Manufacturers’ 
FPC Gas Tariff, Second Revised Volume No. 1, are unjust and 
unreasonable and should be disallowed. 

(5) Manufacturers should be required to file revised tariff sheets 
providing for Rate Schedules GS, LS, and SGS, containing the 
rates and charges and other terms and conditions herein found 
reasonable. 

(6) Manufacturers should refund with interest at 6 percent per 
annum to its customers the difference between the amounts charged 
from and after October 25, 1953, under the rates in effect under bond 
subject to refund, and the amounts which would have been charged 
for sales to such customers under the rates herein prescribed. 

(7) Manufacturers should refund to its wholesale customers a 
proportionate part of any refunds not already reflected in the rates 
herein determined, which it may receive from its suppliers resulting 
from any reductions, in purchased gas costs which may result from 
disposition of proceedings involving the rates of its suppliers. 

(8) The rates and charges contained in Home’s FPC Gas Tariff, 
First Revised Volume No. 1, and Second Revised Volume No. 1, 
are unjust and unreasonable and should be disallowed. 

(9) Home should file substitute sheets to its First Revised Volume 
No. 1 containing the rates herein prescribed for Docket No. G—1966 
and refund with interest at 6 percent per annum to each utility 
customer for each billing period the difference between the amounts 
collected between November 1, 1952 and October 24, 1953 under the 
rates and charges in effect under bond subject to refund and the 
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total amounts which would have been charged during such period 
under the rates herein prescribed. 

(10) Home should file revised tariff sheets containing the rates 
herein prescribed in Docket No. G—2175, and should refund with 
interest at 6 percent per annum to each utility customer for each 
billing period the difference between the amounts charged under the 
rates in effect under bond subject to refund, and the amount which 
would have been charged under the rates herein prescribed between 
the period October 25, 1953 and the effective date of the revised rates. 

(11) Home should refund on an equitable basis to be approved 
by the Commission any amounts refunded to it by Manufacturers 
which have not already been reflected in the rates herein determined. 

The Commission orders: 

(A) The amounts collected under Manufacturers’ First Revised 
Volume No. 1, which was effective under bond subject to refund 
from November 1, 1952 to October 24, 1953, were not unreasonable; 
that Manufacturers may retain all monies collected thereunder dur- 
ing that period; and that the proceeding at Docket No. G—1967 be 
terminated. 

(B) The rates, charges and service contained in Manufacturers’ 
FPC Gas Tariff, Second Revised Volume No. 1, are unjust and un- 
reasonable and are hereby disallowed. 

(C) Manufacturers be and hereby is required to file revised tariff 
sheets providing for Rate Schedules GS, LS and SGS, containing 
the rates and charges and other terms and conditions herein found 
just and reasonable. 

(D) Manufacturers shall refund with interest at 6 percent per 
annum to its customers for each billing period the difference be- 
tween the amounts charged from and after October 25, 1953, under 
the rates in effect under bond subject to refund, and the amounts 
which would have been charged for sales to such customers under 
the rates herein prescribed. 

(E) Manufacturers shall refund to its wholesale customers on an 
Mcf basis a proportionate part of any refunds not already reflected 
in the rates herein determined, which it may receive from its sup- 
pliers as a result of disposition of proceedings involving the rates 
of its suppliers applicable to the period from and after October 25, 
1953, and shall file revised tariff sheets reflecting such reductions 
in its commodity charge to be effective concurrently with the reduc- 
tion in rates to Manufacturers. 

(F) The rates and charges contained in Home’s FPC Gas Tariff, 
First Revised Volume No. 2, and Second Revised Volume No. 2, 
are unjust and unreasonable and are hereby disallowed. 

(G) Home shall file revised tariff sheets containing the rates 
herein found proper and shall refund with interest at 6 percent per 
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annum to each utility customer for each billing period the dif- 
ference between the total amounts charged for sales between Novem- 
ber 1, 1952 and October 24, 1953 under the rates and charges in 
effect under bond subject to refund and the total amounts which 
would have been charged for sales during such period under the 
rates herein prescribed for Docket No. G—1966. 

(H) Home shall file revised tariff sheets containing the rates 
herein prescribed in Docket No. G-2175; and refund with interest 
at 6 percent per annum to each utility customer for each billing 
period the difference between the amounts charged under the rates 
in effect under bond subject to refund, and the amounts which would 
have been charged under revised rates prescribed herein, between 
the period October 25, 1953 and the effective date of such revised 
rates. 

(I) Home shall refund to its customers any amounts refunded to 
it by Manufacturers pursuant to Paragraph (E) of this order, and 
shall file appropriate revised tariff sheets reflecting such reduction 
in its commodity charge to be effective concurrently with any re- 
duction in rates charged by Manufacturers. 

(J) Home and Manufacturers shall bear all costs of refunding. 

(K) Within 45 days from the date of issuance of this order, Home 
and Manufacturers shall file tariff revisions consistent with this 
opinion and order. 

(L) The Commission reserves the right to reject all or any part 
of such revisions as may be filed pursuant to this order, and, with- 
out further proceedings, in lieu thereof to prescribe by further or- 
der, appropriate tariff provisions consistent with this opinion and 
order. 

(M) Within 45 days from the date of issuance of this order, 
Home and Manufacturers shall report in writing, and under oath, 
to the Commission the amount of refunds to each customer, with a 
detailed statement showing the method of calculation of such re- 
funds, and shall serve a copy of such report upon each wholesale 
customer. 

(N) Docket No. G-2175 be and the same is hereby reopened for 
the purpose of further reviewing Home’s costs and rates as they 
relate to sales for the future and as they may be interrelated with 
the proper costs and rates of other natural gas companies in the 
Columbia system. 

(O) Docket Nos. G-1966 and G-2176 shall be terminated upon 
compliance with the finding and order herein. 

(P) This order is without prejudice to any findings or order 
which have been or may hereafter be made by the Commission in 
any proceedings now pending or hereafter instituted. 
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Smiru, Commissioner, concurring : 


Although I concur generally in the over-all result reached, I dis- 
agree with the majority’s use of the so-called Atlantic Seaboard 
method of cost allocation in the circumstances of this case. To be 
sure, acceptance of the method which I deem appropriate could 
have only a slight dollar impact here; but from the standpoint of 
principle, and of precedent and possible future impact, it seems 
to me important that attention be focused upon this complex matter, 
which receives scant attention in the Commission’s opinion. 

Unlike Atlantic Seaboard, which purchases all its gas from affili- 
ates and operates no storage of its own, Manufacturers, in addition 
to its own production and its purchases from an affiliate, United 
Fuel, buys large amounts of gas from sources outside the Columbia 
System (from Chicago Corporation, transported by Tennessee, and 
from Texas Eastern) at very close to 100 per cent load factor. 
This is possible because of its very large storage capacity, through 
which it converts a constant stream of gas into a variable supply 
to meet its highly seasonable market requirements. Thus its opera- 
tions more nearly resemble those of United Fuel than those of At- 
lantic Seaboard. 

It seems to me that, under these circumstances, the demand charges 
paid for such gas, amounting in the case of Manufacturers to ap- 
proximately $6,000,000 annually, are not sufficiently related to the 
peak demands on its system to warrant their classification as demand 
costs of its operations (even though paid as such to its suppliers) 
for purposes of allocating its peak-requirement costs. Rather, it 
seems to me, the level of Manufacturers’ purchases at about 100 per 
cent load factor is determined by how much gas it sells during the 
year, not when such gas is used. Consequently these charges should 
be allocated on a basis broader that that of peak demand. The trans- 
mission and storage facilities, on the other hand, provide the means 
whereby it delivers the gas when that gas is needed by its customers, 
and therefore the costs associated with these operations should be 
allocated to the demand element. 

The Staff expert witness, Joseph L. Benson, testified particularly 
as to Manufacturers’ purchased-gas costs, which constitute roughly 
75 per cent of its total cost of service. Briefly, he recommended 
that the total costs of gas purchased from Chicago Corporation, 
Texas Eastern, and United Fuel be treated as commodity costs for 
allocation on the basis of total annual sales. 

Further ramifications of the problem were analyzed in the testi- 
mony of Malcolm F. Orton, Director of Public Utilities for the 
New York Public Service Commission. While he disagreed in cer- 
tain respects with the recommendations of Mr. Benson, he agreed 
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that the cost of gas purchased at about 100 per cent load factor 
had no relation to peak demands, and that the classification of such 
items as commodity costs would be reasonable. He pointed out, 
however, that Manufacturers has a third operational characteristic 
—in addition to meeting the usual annual and peak requirements— 
namely, that its system is designed to meet definite winter heating 
loads. He suggested that certain costs, including production, stor- 
age and purchased-gas costs, were so closely related to these heating 
requirements during the winter months that a third cost-classifica- 
tion category, with a corresponding allocation base, should be es- 
tablished. And he suggested that: 

Storage costs should be divided between the five-months peak and three-day 
peak because storage costs are incurred both with respect to the total amount 
to be delivered over a season and to the maximum day deliverability. (Tr. 2245) 

I recognize the importance of this Commission’s establishing rea- 
sonably simple and stable cost-allocation procedures which can be 
well understood and anticipated by all concerned; such standards 
should be followed without deviation where, under all the circum- 
stances and conditions of system operation and cost behavior, they 
are appropriate. But there is danger, as I see it, in too strict 
adherence to an arbitrary formula—no matter how easy and con- 
venient this sterile approach may be—under circumstances, such as 
those here present, which makes its application of dubious validity. 

We should, in my opinion, recognize the problem of cost allocation 
as what it is—not an accountant’s or engineer’s mere mathematical 
computation based on certain immutable “principles,” but an ap- 
plication of expert judgment to the peculiar economic facts of the 
particular case before us. Far from confining such important pro- 
cedures in a straight-jacket applicable to all situations—which I 
fear the Commission is permitting—we should, in my judgment, 
encourage the thoughtful testing of allocation procedures heretofore 
followed and the development of new and promising experimental 
approaches to unique situations, such as those suggested by the 
witness in this proceeding mentioned above. 


















































FEDERAL POWER COMMISSION 


In THE MATTER OF 
THE OHIO FUEL GAS COMPANY 


Opinion and Order Determining Just and Reasonable Rates and 
Tariff Conditions and Disposing of Funds Collected under Bond 


Docket Nos. G—1786, G—1965 
July 26, 1954* 
Syllabus 


1. Volumes of gas in storage during test year considered as working capital 
without adjustment for abnormal relationship of deliveries and with- 
drawals, where this build-up of gas in storage was to be treated as base 
storage. P. 283. 

2. Commission criticizes Ohio Fuel’s practice of charging retirement losses 
experienced because of the functional obsolescence of its transmission sys- 
tem to depreciation reserves, notwithstanding the fact that the reserves 
accrued against such facilities were less than original cost. P. 284. 

3. Federal income taxes should be computed on basis of consolidated return 
which Ohio Fuel files. P. 286. 

4. Property taxes should be based on test year, rather than estimated tax for 
alater year. P. 286. 

5. It is not necessary to compute into pro forma annual cost of service adjust- 
ments resulting from changes in rates for purchased gas which were not 
effective throughout the full 15-month period because of their off-setting 
nature in this case. P. 289. 

6. Allocation of demand costs on basis of a single day’s sales is not proper. 
P. 291. 

7. Consideration of costs by functional groups is vital in determining the proper 
classification and allocation of costs. P. 291. 

8. Classification of underground storage costs, compressor station supplies and 
expenses, and LPG production costs approved. P. 292. 

9. Classification of natural gas production costs entirely as commodity costs 
is reasonable and proper. P. 292. 

10. Transmission expenses relate to annual requirements as well as to peak 
requirements, P. 292. 

11. Cost of purchased gas is classified as a commodity cost. P. 293. 

12. Contract demand tariff rejected where it would only be applicable to a small 
portion of total sales and would result in discrimination. P. 294. 

13. Continuous ratchet on the billing demand, instead of the calendar year limit 
on the billing demand, is desirable to relate subsequent demand charge 
revenues to prior established requirements. P. 295. 

14. A small general service rate schedule with a flat rate is appropriate for Ohio 
Fuel’s small customers. P. 295. 

15. Some recognition must be given to the pattern of collections where, as here, 
the rates in effect departed materially from the classified costs which 
Commission has found proper herein. P. 297. 

16. Commission determines just and reasonable rates for Ohio Fuel under Sec- 
tion 4 of the Natural Gas Act. P. 299. 


* Designated Commission Opinion No. 273. Rehearing granted by order of the Com- 
mission issued September 27, 1954, infra, p. 1414. 
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Commissioners Smiru and Stvsck not participating. 


Edward H. Laylin, W. J. Nauss, Richard A. Rosan, and John 
P. Randolph for the respondent. 

Eugene E. Threadgill, William R. Duff, and Lambert McAllister 
for the staff of the Federal Power Commission. 


By THe ComMISSION : 


OPINION 


These proceedings arise as a result of two rate increases totaling 
more than $4 million, filed by The Ohio Fuel Gas Company (Ohio 
Fuel). The rates in Docket No. G—1786 were in effect under bond 
from February 11, 1952 until December 1, 1952, subject to refund 
of any portion of the increased rate found by the Commission not 
to be justified. The rates in Docket No. G—1965 went into effect, 
under bond, subject to refund, on December 1, 1952 and were in 
effect until March 1, 1954, at which time they were superseded by 
the rates involved in Docket No. G—2281. 

The Commission is here concerned with the determination of just 
and reasonable rates and tariff conditions for sales of natural gas 
in interstate commerce for resale during the period February 11, 
1952 through February 28, 1954 and the disposition of funds col- 
lected under bond pursuant to the provisions of Section 4(e) of 
the Natural Gas Act. Hearing was commenced in the consolidated 
proceeding on February 24, 1953 and concluded on November 4, 
1953. The Commission omitted the intermediate decision procedure ; 
briefs were filed in these proceedings by Commission Staff Counsel, 
as well as by Ohio Fuel, Dayton Power and Light Company, 
Cincinnati Gas and Electric Company, and the Cities of Cincinnati, 
Dayton, and Lancaster, Ohio; and oral argument was held before 
the Commission on April 19, 1954, respecting the issues involved 
in these proceedings. 

History of the proceedings—On August 10, 1951, Respondent 
filed its FPC Gas Tariff, First Revised Volume No. 1. By such 
filing, Ohio Fuel proposed to shift from a relationship in which it 
provided the requirements of its customers and billed such customers 
on the basis of a demand charge of $2.00 related to the actual 
highest monthly average of daily demands and a commodity charge 
of 25.34 cents, related to the volumes delivered at 14.65 psi; to a 
contract demand relationship, with a demand charge of $1.75, based 
on a single day’s purchase but not less than 90% of a contracted 
demand, and a commodity charge of 25.5 cents per Mcf at 14.73 psi. 
The proposed rates constituted an increase of approximately $1,- 
800,000 over the rates in effect at the time of filing. The change in 
the commodity component was primarily to offset the change in 
4689186121 
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pressure base. The increased revenues were derived primarily from 
the demand component of the rate because of the material increase 
in the billing units derived from the “contract demand” type of 
tariff as compared with the previous “requirements” tariff. 

The Commission suspended the proposed increased rates and de- 
ferred the use thereof pending a hearing. The increased rates 
proposed in Docket No. G—1786 became effective, under bond, as 
of February 11, 1952, subject to Ohio Fuel’s refunding any portion 
of the increased rates found by the Commission not justified. 

Thereafter, Ohio Fuel filed First Revised Sheet No. 7 to its FPC 
Gas Tariff, First Revised Volume No. 1, increasing the then con- 
tingently effective commodity charge of 25.5 cents per Mcf to 
30 cents per Mcf to its interstate wholesale customers. No change 
was made in the demand charge of $1.75 per Mcf. The proposed 
increase, amounting to approximately $2,200,000, was suspended by 
the Commission in Docket No. G—1965, and First Revised Tariff 
Sheet No. 7 was made effective, as of December 1, 1952, under bond, 
subject to refund. 

The test period—The 12-month period, December 1, 1951 through 
November 30, 1952, was adopted by Ohio Fuel and the Staff as a 
basis for the determination of a rate base and cost of service for 
testing the reasonableness of the rates proposed in Docket No. 
G-1786 which were effective from February 11, 1952 through No- 
vember 30, 1952. The same period, with further adjustments, was 
utilized for the determination of just and reasonable rates in Docket 
No. G-1965 which were effective from December 1, 1952 through 
February 28, 1954. Hence, the issues in both dockets relate to the 
form and level of rates which Ohio Fuel would have been justified 
in charging and the disposition of refunds from any excess charges 
during the respective periods during which Ohio Fuel’s rates were 
in effect under bond. We find that the test period selected is rea- 
sonable and proper as a basis for the disposition of the issues in- 
volved in these proceedings. Because these cases, as presented to 
us, no longer involve the determination of future rate levels, but 
present the sole issue of what rate levels would have been justified 
during the periods which are now past, certain of the adjustments 
of the test year data which would be appropriate in fixing future 
rates are no longer necessary. However, to determine a cost of 
service on test year operations, which would be representative for 
testing rates during the periods (1) February 11—November 30, 1952 
and (2) December 1, 1952—-February 28, 1954, a number of adjust- 
ments to place actual experience on a pro-forma basis are necessary. 
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Such adjustments involving the rate base and operating expenses 
are discussed in detail below. 


Rate Base 


Ohio Fuel and the Staff presented analyses of the proper rate 
base to be utilized in these proceedings. At the time of hearing, 
it was contemplated by the parties that the proceeding would be 
concluded by an order fixing just and reasonable rates for the 
future. Therefore, the parties undertook to make certain adjust- 
ments to test period data to reflect the operating conditions which 
might be expected in the future. In the present posture of the 
eases such adjustments are no longer of dominant importance. 
However, the adjustments which were proposed at the hearing will 
be discussed. 

Gas in storage.—During the test year Ohio Fuel delivered to stor- 
age 46,101,095 Mcf of gas but withdrew only 19,632,568 Mcf (Ex- 
hibit No. 46). A similar excess of deliveries to storage over with- 
drawals from storage existed in the year preceding the test year. 
This is clearly an abnormal relationship of deliveries to and with- 
drawals from storage and resulted in an unusually large working 
vapital claim for “current” gas in storage by Ohio Fuel. If we were 
confronted with the problem of making rates for the future, we 
feel that this relationship would prima facie call for adjustments 
both to the rate base and to the operating expense accounts to re- 
flect normal operating conditions. However, this build-up of gas 
in storage during 1951 and 1952 was part of Ohio Fuel’s storage 
programs and to be treated as base storage. Under the circum- 
stances in these cases, we find that the volumes of gas in storage 
during the test year may be considered as working capital without 


adjustment in determining the rate base and operating expenses. 


Depreciation reserves.—The Staff's field investigation in this case, 
as reflected in testimony and evidence upon the record in this 
proceeding, indicates that Ohio Fuel’s depreciation rates were 
generally too low and consequently that its depreciation reserves 
might be, to some degree, inadequate. Ohio Fuel’s representatives, 
on the basis of the Staff’s and company’s examination, joined with 
the Staff in recommending depreciation rates to be thereafter ob- 
served. We find that such recommended depreciation rates are 
reasonable and proper to be observed from, and after, January 1, 
1953. 

However, we shall not require that such rates be used in the com- 
putation of a “required” reserve. When experience over a number 
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of years indicates strongly that current depreciation rates are in- 
adequate, such depreciation rates must be increased in order that the 
real cost of service to consumers will reflect true depreciation ex- 
penses. In this regard one aspect of Ohio Fuel’s depreciation prac- 
tice is subject to criticism. Beginning in 1946, southwest gas be- 
came available to Ohio Fuel. With the advent of this gas, brought 
in long pipe lines from the southwestern United States, and de- 
livered to Ohio Fuel at high pressures, together with a marked 
growth of househeating requirements in Ohio Fuel’s market, an 
extensive re-organization of Ohio Fuel’s system became necessary. 
Many existing transmission lines were inadequate to deliver the 
peak volumes at the high pressures called for by these post-war 
conditions. Therefore, Ohio Fuel embarked upon a program of 
replacing certain of its existing facilities. Facilities were thus re- 
tired in advance of the expiration of their normal service lives. 
During the period 1946 through 1951 when such facilities were re- 
tired, the full original cost was charged to depreciation reserves 
nowithstanding the fact that the reserves accrued against such facil- 
ities were less than original cost. The Commission’s Uniform 
System of Accounts provides accounts for extraordinary property 
losses which cover losses in service value of property abandoned or 
retired from service. Ohio Fuel should have applied to this Com- 
mission for a determination of the treatment to be accorded the 
retirement losses experienced because of the functional obsolescence 
of its transmission system. Although there are data in the record of 
this proceeding as to the property retired, and the retirement losses 
incurred by primary accounts, there is not sufficient data as to in- 
dividual property retired and the retirement losses incurred thereon, 
to determine what effect the Company’s practice had on its deprecia- 
tion reserves and what, if any, adjustment of book reserves would be 
reasonable and proper. Under these circumstances, although Ohio 
Fuel’s past practice has resulted in a deficiency in its depreciation 
reserve, we shall accept the book reserve for the purpose of de- 
termining just and reasonable rates to which Ohio Fuel is entitled 
in these cases. When all necessary facts are before us in a proper 
case we will. deal adequately with this problem. of deficiency in 
depreciation reserve. 

Summary.—The rate bases for Docket Nos. G—-1786 and G—1965, 
shown on, the following table, are calculated for both dockets on 
substantially the same average plant investment. A minor differ- 
ence occurs because of allocation of general plant. 





Se te ee ee 
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The difference in the average Reserve for Depreciation in the 
two dockets is the result of increased annual rates of depreciation 
expense used in Docket No. G—1965 as mentioned above, pursuant to 
agreement with respect to such rates reached during the course of 
the proceeding (Ex. 97). 

The allowance for working capital differs for each cost of service. 
The difference in cash requirements for working capital results 
from adjustments of operating expenses. In Docket No. G—1786 
operating expenses used in the calculation of cash requirements for 
working capital purposes are based on actual expenses in the test 
period, whereas in the cost of service in Docket No. G—1965, ad- 
justments were made in operating expenses on a pro forma basis 
to give effect to increased labor costs which occurred during the 
test. period. 

The difference in the cost of gas in underground storage results 
from an adjustment made to the cost of purchased gas. Purchased 
gas was repriced for Docket No. G-1965 to determine the adjusted 
cost of gas sold, as well as to reflect the change in the average 
monthly balances of gas in underground storage for working capital 
allowance in the rate base. 


Rate base 


| Production and transmission 
Description eo oe ’ oc 
Docket Docket 
G-1788 | G-1965 


- — —- — —— _ - —— —| ————__ \ 


Net plant investment—average: | 
Gas plant in service $115, 663,313 | $115, 662, 667 
37 





Gas plant held for future use - - 8, 456 378, 456 
Total plant 116, 041, 769 116, 041, 123 
ah Reserve for depreciation and depletion—average . 21, 926, 654 22, 326, 121 
Contributions in aid of construction - 222, 995 222, 995 
y SES eS eee . | 22,149, 649 22, 549, 116 
Net plant investment 4 93, 892, 120 93, 492, 007 
Working capital: ‘; ee yee 
Cash requirements . 813, 782 | 833, 974 
Materials and supplies. -- 4, 110, 857 4, 110, 857 
Prepayments ‘ 226, 255 226, 255 
Gas in underground storage : 9, 658, 168 10, 190, 419 
F. P. C. rate case expense 

14, 809, 062 15, 361, 505 

Less 75 percent of Federal income tax accruals available for working capi- | 
tal... ea ian ; ‘ 2, 379, 747 2, 524, 745 
Net working capital - 12, 429, 315 12, 836, 760 


Total rate base. 106, 321,435 | 106, 328, 767 
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Costs of Service 


During the hearing issues arose as to: the proper rate of return, 
the calculation of Federal income taxes, property taxes, and de- 
preciation expense. In addition, adjustments to the book costs of 
purchased gas are necessary to reflect changes in rates of Ohio 
Fuel’s suppliers which have occurred from time to time during the 
periods the rates herein involved were in effect. 

Rate of Return.—Although Ohio Fuel claimed a rate of return 
of 614% during the hearing, at the oral argument counsel for Ohio 
Fuel and Staff Counsel recommended the allowance of a rate of 
return of 614%. Ohio Fuel is a wholly-owned subsidiary of the 
Columbia Gas System, Inc. (Columbia) and is in general situated 
similarly to its affiliates, Manufacturers Light and Heat Company 
and Home Gas Company. For the reasons stated in the Home Gas 
Company case, Opinion No. 272, we conclude that a 614% rate of 
return for Ohio Fuel is just and reasonable. 

Federal income taxes.——Ohio Fuel computed the Federal income 
taxes included in its costs of service as if it filed a separate income 
tax return. However, Ohio Fuel does not file an individual return; 
a consolidated return is filed by the Columbia Gas System, Inc. 
For the reasons stated in the Home case, supra, we conclude that 
in the circumstances of this case there should be included in the 
costs of service no more than the taxes computed on the assumption 
of a 614% rate of return which would be chargeable to Ohio Fuel by 
Columbia under the Securities and Exchange Commission Rule, 
U-45(B) (6). A weighted average of 20.03% based on the actual 
tax saving figures during the years 1951 and 1952 was used in 
Docket No. G—1786. In Docket No. G—1965 a tax saving rate of 
17.525% derived from an average of the tax saving over the years 
1947 through 1952 (excluding 1950) is used. See Home Gas Com- 
pany, Opinion No. 272, 13 F. P. C. 241. 

One adjustment of the book figures for the test year relates to 
a deduction for interest paid to the United States Government in 
December 1951, in connection with settlement of prior years’ returns. 
Since this tax deduction, occurring during the test year, relates to 
prior years’ operations and is not applicable to the period during 
which rates were collected under bond, we have not used that pay- 
ment as a tax deduction in computing Ohio Fuel’s Federal income 
taxes. 

Property taxes.—Respondent included in its cost of service, not 
the property taxes attributable to the test year, but the estimated 
tax for 1953 based upon the plant in service as of January 1, 1953. 
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The purpose of using a test year for the determination of rates is 
to match rate base, operating expenses and sales in an actual, repre- 
sentative relationship. Quite obviously, as plant in service is in- 
creased, property taxes will increase. But similarly, operating ex- 
penses and sales will increase. Consequently, it is not proper to 
reach out, as the Respondent proposes, beyond the test year to pick 
up one increased cost, which results from an increased plant, with- 
out at the same time relating such cost to additional sales provided 
by the additional plant. 

Depreciation—As explained above under the discussion of the 
Rate Base, Staff and Respondent’s representatives agreed upon cer- 
tain depreciation rates to be observed by Ohio Fuel on and after 
January 1, 1953, which rates we find to be reasonable and proper. 
The cost of service for G—1965 reflects such depreciation rates. 
However, the cost of service for Docket No. G—1786 includes de- 
preciation expense at the prior rates which were actually recorded 
on the Respondent’s books during the period the rates in question 
were in effect. 


Purchased Gas Costs 


Docket No. G—1786.—One of the chief purposes of the rate in- 
crease in Docket No. G-1786 was to pass on to Ohio Fuel’s customers 
rate increases proposed by Ohio Fuel’s suppliers, United Fuel Gas 
Company (United Fuel) and Panhandle Eastern Pipe Line Com- 
pany (Panhandle), which became effective under bond, about the 
same time as Ohio Fuel’s rate increase in Docket No. G—-1786. Con- 
sequently, to determine an annual cost of service representative of 
the period from February 11 through November 30, 1952, these in- 
creased gas costs which occurred during February 1952 have been 
restated on a 12-months’ basis in Docket No. G—1786. 

The cost of purchased gas as shown by the record in Docket 
No. G-1786 aggregates $46,120,895 as follows: 

Te I i $1,817,576 
ITT: WII ogi isis ce te en ea eee eee 44,303,319 


Petel J26 3b itt a oe te ey eh ee els 46,120,895 


Increases in gas costs were made effective by United Fuel on 
February 6, 1952 and by Panhandle on February 20, 1952. The 
actual recorded cost of gas purchases in the test period in Docket 
No. G-1786 has been increased by $649,729 to restate costs on a pro- 
forma basis for the full test period. The rates used with respect 
to purchases from Panhandle are those collected under bond. The 
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final determination of the actual cost of such purchases in the test 
period is the subject of certain reopened proceedings in Docket 
No. G—1116, et al., and cannot be calculated at this time. The effec- 
tive rate during the period of collection by Panhandle may be less 
than that used herein. Therefore having determined costs for Ohio 
Fuel based upon the rates actually charged by Panhandle, we will 
require that Ohio Fuel pass on to its customers the proper part of 
any refund it receives from Panhandle. 

Docket No. G-1965.—The purchased gas cost from pipeline sup- 
pliers in Docket No. G—1965 has been increased from $44,303,319 
to $50,062,009, an annual increase of $5,758,690 over that included 
in Docket No. G—1786, to reflect changes in rates which became 
effective December 1, 1952, January 8, 1953, February 15, 1953, and 
September 1, 1953. 

The amounts of the various annual increases have been determined 
by the application of the increased rates of the pipeline suppliers, 
on a pro-forma basis, to the actual volume of purchases in the test 
year. Although some refunds have been made to Ohio Fuel by 
Texas Eastern Gas Transmission Corporation (Texas Eastern) and 
Texas Gas Transmission Company (Texas Gas) and further re- 
funds may be made with respect to rates which have been in effect 
subject to refund under certain conditions, during the period here 
in question, we have calculated the cost of service on the basis of 
the rates in effect and actually paid by Ohio Fuel. As with the 
refunds by Panhandle, we shall require that the proper part of any 
refunds to Ohio Fuel by any of its suppliers, applicable to Ohio 
Fuel’s purchases during the period of time covered by the rates 
herein involved, shall be passed on to Ohio Fuel’s wholesale cus- 
tomers. 

On December 1, 1952, Texas Eastern increased its rates to Ohio 
Fuel by an annual amount of $3,670,693. This increase coincided 
with the date on which Ohio Fuel’s increased rates in Docket No. 
G-1965 became effective. Since this prevailed throughout the pe- 
riod rates in Docket No. G—1965 were in effect, the full annual 
increase is included in the cost of service for Ohio Fuel. 

On January 8, 1953, Texas Gas increased its rates to Ohio Fuel 
by an annual amount of $62,289. Since Ohio Fuel did not incur this 
increase in costs until January 8, 1953, the full effect of this increase 
was not felt during the 15-month period that the rates in Docket 
No. G—1965 were in effect. 
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Similarly on February 15, 1953, United Fuel increased its rates 
to Ohio Fuel by an annual amount of $2,025,708. Since Ohio Fuel 
did not incur this increase in costs throughout the period, the full 
annual increase should not be included in the cost of service for 
Docket No. G—1965 absent other considerations. This amount re- 
lates to the rates charged by United Fuel in Docket No. G—2055 
rather than the rates we determined proper for United Fuel’s 
wholesale sales in that docket. However, our order approving the 
settlement in Docket No. G—2055 was issued February 5, 1954 with 
the rates therein prescribed becoming effective as of such date, with 
no refunds to Ohio Fuel resulting from such settlement. As a con- 
sequence, the costs incurred by Ohio Fuel for purchases from United 
Fuel are determinable from the rates proposed by United Fuel for 
the period February 15, 1953 to February 5, 1954 and from the 
rates prescribed by the Commission for the period February 5, 
1954 through February 28, 1954. A small adjustment in this rate 
as of February 5, 1954 might appropriately be made. 

However substantially offsetting the foregoing portions of the 
Texas Gas and United Fuel rate increases, which were not incurred 
by Ohio Fuel for the full 15-month period of the Docket No. G—1965 
rates, are increased costs incurred by Ohio Fuel starting Septem- 
ber 1, 1953 due to annual rate increases of $69,483 by Texas Gas 
and $550,585 by Texas Eastern. We do not think it necessary for 
this proceeding to compute into the pro-forma annual cost of serv- 
ice the adjustments resulting from changes in rates for purchased 
gas which were not effective throughout the full 15-month period 
because of their off-setting nature. 

We find, upon consideration of the foregoing, the pro-forma 
annual costs of purchased gas of Ohio Fuel from its pipeline sup- 
pliers may be reasonably stated as follows: 


| 
| Petts No. | Doe uot N No. | Increase over 





Supplier G-1786 | G-1 Docket No. 
G-1786 

Panhandle Eastern Pipeline Co.: | 

I 5 inks 3 ices ‘ has sti be. $10, ™ - $10, 853, - | sandy act 

Rural. cnwudiinnaeamnasinena | 3 | : ae 
Texas Eastern Transmission Corp... Siping hedasigate Tae oa’ O78 19, 617 168 "$3, 670, 693 
Texas Gas Transmission Cop. jab cappzunasaniony | aan | 2,373, 785 62, 289 
United Fuel Gas Co... .-- eeecocasénnedenedepebtniecacsiael’t TE fp 1 213, 614 | 2, 025, 708 





Total _- 44, 303, 319 50, 062, 009 | 5, 758, 690 
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Cost of service 





Total cost of service* . ... 


ation. 


Description 





Operating revenue deductions: 
Operating expenses: 

Liquefied petroleum gas production.-.--- 

Natural gas production and gathering - - - 


Products extraction ---- 
Exploration and development 


Other gas supply expenses: 


Purchased gas—natural—field 
Purchased gas—natur: a. 
Purchased gas expenses... --- ; 


Underground storage: 


Gas withdrawn from underground storage—dr 
Gas delivered to underground storage—cr-.... 


Net delivered to underground storage............- 


Gas used by company—cr.: 


Transmission compressor fuel....----------------- 
Products extraction process. 


Storage compressor fuel_- 
Other utility uses... 


Total gas used by company—cr---.-- - 


Underground storage expenses- 
Transmission expenses 
Administrative and gene ral... 


Total operating expenses 


Depreciation, depletion and amortization -- 
Taxes: 


Other : 
Federal income_. 


Total operating revenue deductions... 
Less other gas revenues... 


Total... 
Return @ 6} 





The total costs of service for Ohio Fuel’s production and trans- 
mission system operations, excluding distribution, in these dockets 
are shown on the following table: 


{Production and transmission 
aie 


Docket | Docket 
G-1786 G-1965 
| 

$89, 063 | $89, 703 
1,314,903 | —1, 348, 280 
111, 219 114, 164 
760, 482 | 760, 482 
|: ~ 28 5, 667 | 2,312,629 
1, 817, 576 | 1, 827, 381 
44, 303,319 | 50, 062, 009 
206, 269 | 212, 857 
| 46, 327, 164 | 52, 102, 247 





4, 634, 975 | 4, 802, 987 
(11, 582, 380) | (13, 141, 377) 


(6, 947, 405) (8, 338, 390) 











| (284, 097) (284, 097) 
(21, 551) (21, 551) 
(136, 318) | (136, 318) 
(127, 546 (3, 249) 
(569, 512)| 
“1,114, 364 | ‘ 
| 2,432, 077 | »f 
1, 081, 007 1, 088, 992 
45. 713, 362 50, 252, 404 
2, 421, 026 | 3, 220, 032 
1, 405, 015 | 1, 405, 015 
3, 172, 996 3, 366, 328 
52, 712, 399 58, 243, 779 
208, 920 208, 920 
oth) 503, 479 58, 034, 859 
6, 645, 089 6, 645, 548 
59, 148, 568 64, 680, 407 


*Excluding Ohio State excise tax and F. P. C. rate case expenses. 


Classification and Allocation of Costs 


Ohio Fuel sells and delivers gas in interstate commerce for resale 
and also serves residential, commercial and industrial consumers in 
the State of Ohio, through an integrated system of production facil- 
ities, transmission lines, storage facilities and distribution lines. The 
cost of service heretofore determined relates to this integrated oper- 
To determine the cost of service for sales subject to this 
Commission’s jurisdiction, we must allocate the costs which are 
common to both jurisdictional and non-jurisdictional sales. 

Ohio Fuel and the Staff presented cost allocation studies in which 
costs are classified into demand and commodity categories on the 
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basis of their relation to the system’s peak and annual operations. 
Costs so classified were allocated between classes of customers on 
the basis of relative peak requirements and relative annual 
requirements. 

Ohio Fuel’s operations are quite similar to those of its affiliate, 
Manufacturers Light and Heat Company. Considering the record 
in this case, and for the reasons stated in Home Gas Company, et 
al., Opinion No. 272, we find that it is appropriate and proper to 
classify costs in a similar manner. Costs which are classified as 
demand are allocated between jurisdictional and non-jurisdictional 
customers on the basis of a three-day sustained peak period require- 
ments, and commodity (annual sales) costs are allocated on the 
basis of relative annual requirements, as we have heretofore found 
proper and which we find to be reasonable in this case. The allo- 
cation of demand costs on the basis of a single day’s sales, as pro- 
posed by Ohio Fuel, does not produce satisfactory results as we 
have frequently pointed out. See Home Gas Company, Opinion No. 
272. 13 F. P. C. 241; United Fuel Gas Company, Opinion No. 258, 
12 F. P. C. 251; Northern Natural Gas Company, Opinion No. 228, 
11 F. P. C. 193. 

Ohio Fuel contends that its production, storage and transmission 
operations are so commingled that separation of costs by function 
is impossible and improper. However, it has separated costs for 
distribution operations. As we have frequently held, the consider- 
ation of costs by functional groups is vital in determining the 
proper classification and allocation of costs. We find that it is both 
feasible and proper to make a functional separation and allocation 
of costs of production, storage, transmission, and distribution prior 
to the classification and allocation of such costs. 

Costs of underground storage and liquefied petroleum gas-air.— 
Withdrawals from storage begin about November 1 and continue 
into April of the following year. Ohio Fuel relies upon storage to 
meet both the winter requirements of the space-heating market it 
serves and its peak requirements. Both Ohio Fuel and the Staff 
classified storage costs in general as 50 per cent demand and 50 per 
cent commodity. Ohio Fuel’s witness Scanlon, testifying with 
regard to allocation, classified such portion of storage costs to com- 
modity because of the large deliveries made from storage during 
the winter months. The Staff’s classification of these costs included 
overhead expenses assigned to the storage functions; and the Staff 
classified compressor station supplies and expenses, primarily fuel, 
as 100 per cent commodity costs, as we have heretofore found proper. 
Under these circumstances we find the classification of costs pre- 
sented by the Staff to be reasonable and proper for the disposition 
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of these proceedings. United Fuel Gas Company, Opinion No. 258, 
12 F. P..C. 251. 

Ohio Fuel classified the direct costs of LPG production wholly as 
demand costs. We find that all costs of LPG production, including 
overhead costs, should be so classified. 

Costs of production—Ohio Fuel classified the direct costs of 
natural gas production as commodity costs with the exception of 
products extraction expenses (excluding fuel and gas shrinkage) 
which were classified as 50 per cent demand costs. By not segre- 
gating overhead expenses by functions, Ohio Fuel treats return, 
taxes, and administrative and general expenses related to produc- 
tion as 50 per cent demand costs and 50 per cent commodity. The 
Staff, on the other hand, classified all of Ohio Fuel’s costs associ- 
ated with its production of natural gas in its local production fields 
in the Appalachian area as commodity costs. 

We find under the circumstances of this case and the facts of rec- 
ord herein that the classification of natural gas production costs 
entirely as commodity costs is reasonable and proper. See Home 
Gas Company, Opinion No. 272, 13 F. P. C. 241; United Fuel Gas 
Company, Opinion No, 258, 12 F. P. C. 251; Northern Natural Gas 
Company, Opinion No. 228, 11 F. P. C. 123. 

Classification of costs of transmission.—Ohio Fuel classified its 
transmission expenses largely as 100 per cent demand costs. We 
have repeatedly held that transmisssion expenses relate to annual 
requirements as well as to peak requirements, l/nited Fuel Gas Com- 
pany, Opinion No. 258, 12 F. P. C. 251; Northern Natural Gas Com- 
pany, Opinion No. 228, 11 F. P. C. 123: Atlantic Seaboard Corpora- 
tion, Opinion No. 225, 11 F. P. C. 43. We find that compressor 
station fuel and supplies and expenses and maintenance expenses 
should be classified as 100 per cent commodity costs, because such 
expenses generally vary with the volume of sales. All other opera- 
tion and maintenance expenses except supervision and engineering 
are properly classified as 50 per cent commodity and 50 per cent 
demand because they relate to both peak and annual service. Super- 
vision and engineering expenses are classified to demand and com- 
modity in the proportion that other direct expenses (including 
pumping station fuel) are so classified. Administrative and general 
expenses are apportioned to demand and commodity categories on 
a similar basis. Depreciation, taxes, return and other gas revenues 
are classified as 50 per cent demand and 50 per cent commodity 
because such plant costs are incurred to meet both peak and annual 
requirements. 

Classification of purchased gas costs.—During the test year Ohio 
Fuel purchased gas from Texas Eastern, United Fuel, Texas Gas 





ee 
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and from Panhandle, in addition to local purchases in the Appa- 
lachian area. 

Ohio Fuel classified demand charges on its purchased gas as 
demand costs, with the exception of the gas delivered by Texas 
Eastern, to which a demand charge was imputed. 

Texas Eastern sells gas in its Zone C under a joint contract to 
Ohio Fuel and Manufacturers. The total charge for this gas is 
computed by Texas Eastern on the basis of the demand and com- 
modity rates in its rate schedule applicable to Zone C sales, and 
this total charge is divided by the total volume delivered, to deter- 
mine an average commodity charge, multiplied by the Mcf taken 
by each company during each month. Consequently, Ohio Fuel is 
billed for gas it receives from Texas Eastern at a commodity rate, 
which changes but slightly from month to month. Thus, the total 
cost to Ohio Fuel varies directly with the volumes taken. We find 
the total cost of such gas is appropriately classified as a commodity 
cost. 

With this modification we find that the classification of purchased 
gas costs made by Ohio Fuel is satisfactory for purposes of this 
case. See Atlantic Seaboard Corporation, Opinion No. 225, 11 
F. P. C. 48. 

Summary.—The following table summarizes the costs of service 
in Docket Nos. G—1786 and G—1965 as allocated between jurisdic- 
tional and non-jurisdictional sales. 


THE OHIO FUEL GAS CO, 


ALLOCATION OF COST OF SERVICE-——!12 MONTHS ENDED NOV. 30, 1952 


Cost classification 
Total 





Demand 


Commodity 


Docket No. G-1786 


Production 
L. P. gas-air 


Undergroun | storage... .. 4, 724, 815 2, 169, 468 2, 555, 347 
Transmission 10, 155, 411 4, 588, 669 5, 566, 742 

Total......--- 59, 148,568 | 11,864,412 | 47, 284, 156 
Percent applicable to wholesale sales _- R oa $5 28 52 j 26. 50 
Total allocated cost 15, 914, 031 3, 383, 730 12, 530, 301 
Rate case expense 127, 410 
State excise tax. -- 103, 974 | 

Total 16, 145, 415 

Docket No. G-1965 Tau Ml 

Production - - 48, 636, 496 4, 754, 182 43, 882, 314 
L. P. gas-air 315, 500 315, 500 |... 
Underground storage - - . .. 4, 615, 049 2, 112, 301 2, 502, 748 
Transmission - - -- - 11, 113, 362 5, 059, 664 6, 053, 688 

Total........ 64,680,407 | 12,241,647 | 52, 438. 760 
Percent applicable to wholesale sales_. 28. 52 | 26. 50 

SS __—_ — ——== 

Total allocated cost. 17, 387,589 |  $,491;318 | 13,806, 271 
Rate case expense__- MOE Bei <d04 15 skola bsaeebas . 
State excise tax. . - 112. 717 


Total. 


$43,959,504 | $4, 797, 437 


$39, 162, 067 
308, 838 308, 838 






























17, 526. 723 
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Rate Form 


Ohio Fuel’s prior effective FPC Gas Tariff, Original Volume No. 
1 (superseded by the tariffs in these proceedings), provided for the 
supply of customers’ requirements at a demand charge of $2.00 per 
Mcef of billing demand and a commodity charge of 25.34 cents per 
Mcf. Billing demand was established as the greatest average daily 
delivery during the month to date in the calendar year, but such 
billing demand base did not carry through into the following cal- 


endar year. 


In its new tariffs, Ohio Fuel proposes a contract-demand form of 
tariff. It proposes that the monthly demand charges be $1.75 per 
Mef of billing demand with billing demand being the maximum 
single day’s delivery in the 12-month period ending with the cur- 
rent billing month, but not less than 90 per cent of the contract 
demand nor more than the contract demand. Takes in excess of 
103 per cent of the contract demand on more than one day in the 
billing month, without authorization from Ohio Fuel, subjects the 
Buyer to over-run penalties. The purpose of the proposed tariff 
is, in general, to protect Ohio Fuel when anticipated requirements 
of wholesale customers fail to materialize and it has incurred costs 
to provide them with a supply of gas. Where such a tariff is 
applied to all customers equally, discrimination among customers 


may not be significant. 


But, as we recently held in the Home 


case, Opinion No, 272, 13 F. P. C. 241, where contract demand is 
applicable to but a.small portion of total sales, resulting discrim- 
ination becomes unreasonable. As the above allocation indicates, 
only about 27 per cent of Ohio Fuel’s total sales are subject to the 
contract demand limitation of the FPC tariff. Thus the supply of 
gas to communities served at retail by Ohio Fuel, comprising almost 
three-fourths of Ohio Fuel’s total sales, is limited solely by physical 
capacity of facilities and the availability of gas, rather than by 
the contract demand features Ohio Fuel proposes to impose on its 
wholesale customers. 

The discrimination in priorities and curtailments of service is 
more readily apparent here than in the Home case, because sales for 
industrial purposes are subject to curtailment by the regulation of 
the Ohio Public Service Commission if the supply of gas is inade- 
quate for Ohio Fuel’s space-heating retail and wholesale market. 
Thus wholesale customers, governed by the proposed contract 
demand tariff to the extent their contract demand includes indus- 
trial requirements are subject to the curtailment prior to Ohio Fuel’s 
retail space-heating market. 

Furthermore, as discussed in the Home case, Ohio Fuel, like Manu- 
facturers has the ability to store gas in large quantities. About 


50 per cent of its peak capacity is met through withdrawals from 





pepe 
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storage. Thus, Ohio Fuel buys southwest gas from the pipe lines, 
with high take or pay for commitments, and in the summer, when 
its purchases exceed its sales, such gas is placed in storage. Ohio 
Fuel’s wholesale customers do not have such flexibility in their 
operations. The equities, therefore, are on the side of a tariff for 
Ohio Fuel which will assess costs to wholesale customers correspond- 
ing closely to their actual requirements rather than their estimates 
of future peak day requirements. 

Under these circumstances we find that Ohio Fuel has not justified 
the proposed contract demand tariff, and that the proposed tariffs 
do not provide a reasonable basis on which just and reasonable rates 
may be charged. 

Under Ohio Fuel’s previously effective tariff, the total demand 
charge in a monthly bill was computed by multiplying the demand 
charge times the billing demand determined as the average day’s 
take in the month of highest daily average purchases during a cal- 
endar year. This form of billing appears generally to be quite 
suitable to Ohio Fuel’s type of operation and is reasonabte for the 
computation and disposition of refunds. However, we find that for 
these proceedings involving rates and charges for a past period a 
continuous ratchet on the demand billing, instead of the calendar 
year limit on the billing demand, is desirable to relate subsequent 
demand charge revenues to prior established requirements; and the 
original tariff rate schedule should be modified so that the billing 
demand should be the highest average day’s delivery during any 
month in the 12-months period ending with the current billing 
month. 

Of Ohio Fuel’s 24 wholesale customers, 20 have established peak 
demands of less than 5,000 Mcf per day. As in the Manufacturers 
case, Op. No. 272, we find that a small general service rate schedule 
with a straight eommedity rate available to all purchasers taking 
less than 5,000 Mef per day would be reasonable and proper. How- 
ever, since such a rate would be optional with such customers, it 
would be inappropriate for use in the calculation of refunds. Since 
the rates herein prescribed are for the purpose of computing refunds, 
rather than for applicability to Ohio Fuel’s sales in the future, we 
shall not require Ohio Fuel to file such additional rate schedule to 
the tariff involved in these proceedings. 


Refunds 


As we have previously stated, Docket No. G-1786 rates were 
charged for sales from February 11 to December 1, 1952, the Docket 
No. G—1965 rates were charged for sales from December 1, 1952 to 
March 1, 1954, and the latter rates were superseded on March 1, 1954 
by the rates involved in Docket No. G—2281. Accordingly, our rate 
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and tariff determinations at this time serve to provide the basis for 
refunds in Docket Nos. G-1786 and G—1965 and to provide under- 
lying rates and tariff conditions for the rates presently being col- 
lected in Docket No. G—2281, subject to refund. 

The determination of the total amount of refunds to be made 
and the rate formula to be used for the distribution of refunds 
among those entitled thereto require judgment in order to achieve 
results which properly weigh the equities involved. 

The natural gas business of Ohio Fuel is seasonal, which makes 
difficult the task of deriving a rate which will equitably determine 
and apportion Ohio Fuel’s excess charges during the periods con- 
cerned. Ohio Fuel’s average day’s sales during the winter months 
is about three times the average day’s sales in the summer months, 
and the difference between sales on the coldest days and the warmest 
days is materially greater. The seasonal pattern of sales, as well 
as our classification of costs as peak demand and annual commodity 
costs, must be recognized in the design of rates where, as in Docket 
No. G—1786, rates were effective during a period of less than one year 
which excluded most of the winter heating season and, as in Docket 
No. G—1965, rates were effective during a period of 15 months which 
included most of two winter heating seasons. 

With respect to the relative level of the demand and commodity 
eomponents of the total rate, we observe that the higher the com- 
modity charge and the lower the demand charge the greater is the 
disparity of the relative portion of costs to be collected between the 
seasons of the year. Since annual commodity costs are recovered at 
a uniform rate per Mcf sales throughout the year on Ohio Fuel’s 
system, the major portion of the annual commodity costs will be 
collected in the winter months, when sales are heaviest, and a minor 
portion of such costs will be collected in the summer months, when 
sales are relatively light. A rate form which differs from that 
charged by Ohio Fuel would result in an entirely different seasonal 
pattern of liabilities on the part of Ohio Fuel’s customers, yet, a 
material departure of revenues from classified costs can result in 
undue discrimination and preference as between customers. It is 
our duty to resolve this dilemma in the ultimate public interest on 
the basis of facts of record herein. 

In Docket No. G-1786, Ohio Fuel collected $11,602,713 for its 
wholesale sales during the period from February 11, 1952 through 
the November 1952 billing month.!. This amount would become 
$12.178.277 by including Ohio Fuel’s sales revenue from the end of 
the November billing month to December 1, 1952. We uniformly 
test the reasonableness of a natural gas company’s rates and charges 


'Obio Fuel bills all its tariff sales on the basis of the billing month ending on the 
19th day, with the exception of the sale to Cincinnati Gas & Electric Company which is 
billed on the calendar month basis. 
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on the basis of a full cycle of annual operations to eliminate the 
effect of seasonality of sales. However, our immediate task is to 
determine what portion, if any, of Ohio Fuel’s sales revenues dur- 
ing the period of effectiveness of its G—1786 rates was not justified 
and therefore is to be refunded. 

As a general rule, the total amount of the refund and its distri- 
bution among customers should be determined by the application 
of unit rates per Mcf of billing demand and per Mcf of commodity 
sales during the particular refund period, using annual costs and 
annual billing quantities for the design of the unit rates. The 
annual cost components should be related to the annual revenue 
components; but some recognition must be given to the pattern of 
collections where, as here, the rates in effect departed materially 
from the classified costs we have found proper herein. 

Since the relative level of the demand and commodity components 
of the total rate in effect prior to February 11, 1952 may have had 
some influence on the characteristics of the operations during the 
test year, and as Ohio Fuel’s customers had geared their operations 
over a number of years, to such a rate form, we find that it is rea- 
sonable to design a rate closely approximating such a historical rate. 
The demand charge of $2.00, contained in Ohio Fuel’s FPC Gas 
Tariff, Volume No. 1, together with our modification of the billing 
demand determinations, appears to be reasonable although it pro- 
duces demand revenues somewhat in excess of classified demand 
costs. The corresponding commodity charge in Docket No. G-1786 
is 28.3 cents per Mcf. 

These rates are stated herein with reference to billing units at 
14.65 psia only because billing demand units at 14.73 psia are not 
readily available in the record. Ohio Fuel may, subject to approval 
of the Commission, restate these rates at the 14.73 psia pressure base 
in the filing required by the order herein. 

Although the same test year operations were used for both Dockets, 
G-1786 and G—1965, the period of effectiveness of the G—1965 rates 
is subsequent to the test year. Both Ohio Fuel and the Commission’s 
staff used “past” operations as the basis for testing or determining 
the rates in Docket No. G-1965 for the “future” in the sense that 
the period from December 1, 1952 to March 1, 1954, during which 
the G—1965 rates were effective, was subsequent to the close of the 
test year. We have found that such procedure of using past expe- 
rience as the basis for fixing rates is appropriate, and we find in 
Docket No. G—1965 that unit rates determined on the basis of costs 
experienced during the test year, adjusted to reflect the changes in 
prices charged by Ohio Fuel’s pipeline suppliers, are appropriate 


for determining the amounts which Ohio Fuel would have been 
46-918S--61 
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justified in charging for wholesale sales between December 1, 1952 
and March 1, 1954. 

While we are cognizant of the fact that such period encompassed 
most of two winter heating seasons, we are also aware that the 
1952-53 winter heating season was much warmer than normal. 
Accordingly, on the basis of the record before us and in the exercise 
of our best judgment in the resolution of the equities between the 
parties concerned, we find it proper for Ohio Fuel to determine the 
amounts of the refunds in Docket No. G—1965 on the basis of the 
monthly demand charge as discussed above, of $2.00 per Mcf of bill- 
ing and a commodity charge of 31.63¢ per Mcf. These rates are for 
billing units at 14.65 psia for the reason stated heretofore. Such 
demand charge would produce, on the basis of test year sales, about 
25 per cent more demand charge revenues than the allocated annual 
demand costs but only slightly more demand charge revenues than 
would be obtained under Ohio Fuel’s FPC Gas Tariff, Original 
Volume No. 1, in effect prior to February 11, 1952. 

Since the combined period of effectiveness of rates in both Docket 
No. G—1786 and No. G—1965 is from February 11, 1952 through Feb- 
ruary 28, 1954, or practically two consecutive years, the over-all 
effect of the relative levels of the demand and commodity portions 
of the total rate in determining the total amount of the refunds to 
be made by Ohio Fuel is very small. 

In addition to the refund of amounts, determined by the above 
rates, with interest at 6% per annum, Ohio Fuel should refund the 
proper part of any refunds it receives or has received from any of 
its suppliers applicable to the period covered by the rates in Docket 
Nos. G-1786 and G-1965. 

A comparison of test year sales revenues under rates herein found 
proper for Docket Nos. G-—1786 and G-1965 with the allocated 
annual costs of service we find proper is shown on the following 
table: 


Test year sales revenues and costs 











| 
| Billing units | Unit rate Sales 
| revenues 
Docket No. G-1786 
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_————EEE 
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The Commission further finds: 

(1) Ohio Fuel Company owns and operates an integrated natural 
gas system located in the State of Ohio through which it transports 
and sells natural gas for resale in interstate commerce, and is a 
natural-gas company within the meaning of the Natural Gas Act. 

(2) The amounts collected under the rates and charges contained 
in Original Sheet No. 7 of Ohio Fuel’s First Revised Volume No. 1, 
which was effective under bond, subject to refund from February 
11, 1952 through November 30, 1952, were unjust and unreasonable 
and should be disallowed. 

(3) The rates and charges contained in Ohio Fuel’s FPC Gas 
Tariff, First Revised Volume No. 1, as amended by First Revised 
Sheet No. 7 which was in effect from December 1, 1952 through 
February 28, 1954, were unjust and unreasonable and should be 
disallowed. 

(4) Ohio Fuel should file revised tariff sheets containing rates and 
charges consistent with this opinion and order. 

(5) Ohio Fuel should refund to each of its customers, with inter- 
est at 6 per cent per annum from the date of payment to Ohio Fuel 
to date of refund, (a) the excess of the total amounts charged for 
sales from February 11, 1952 through November 30, 1952 under the 
rates in effect under bond subject. to refund, over the total amount 
which would have been charged for sales to such customers under 
the rates herein found just and reasonable; and (b) the excess of 
the total amounts charged for sales from December 1, 1952 through 
February 28, 1954 under the rates in effect under bond, over the 
total amounts which would have been charged for such sales under 
the rates herein found just and reasonable for said period. 

(6) Ohio Fuel should refund to its wholesale customers the proper 
part of any refunds not already reflected in the rates herein deter- 
mined which it already has or may receive in the future from its 
suppliers relating to the periods of time herein involved resulting 
from disposition of proceedings involving the rates of its suppliers. 

The Commission orders: 

(A) The rates and charges contained in Original Sheet No. 7 of 
Ohio Fuel’s First Revised Volume No. 1, which was effective under 
bond subject to refund from February 11, 1952 through November 
30, 1952, were unjust and unreasonable and are hereby disallowed. 

(B) The rates and charges contained in Ohio Fuel’s FPC Gas 
Tariff, First Revised Volume ‘No: 1, as amended by First Revised 
Sheet No. 7, which was effective under bond from December 1, 1952 
through February 28, 1954, were unjust and unreasonable and are 
hereby disallowed. 
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(C) Within 45 days from the date of issuance of this order, Ohio 
Fuel shall file revised tariff sheets to its FPC Gas Tariff, consistent 
with this opinion and order and reflecting rates as follows: 


Docket No. G-1965 


Docket No. G-1786 


| 
petat Liana seiteaind shape Giese 
| 


EE Seesnal deed nt cntavbine adam setiedene $2. 00 $2. 00 
CE o cttns thaancncckeduewsudsbadeeuussnaapuecesonnaenheueel 28. 3¢ 31. 62¢ 


(D) Ohio Fuel shall refund to each customer, with interest at 
6 per cent per annum, from the date of payment to Ohio Fuel to the 
date of refund by it, (a) the excess of the total amount charged 
for sales from February 11, 1952 through November 30, 1952, under 
the rates in effect under bond subject to refund over the total amount 
which would have been charged for such sales under the rates herein 
found just and reasonable, for such period; and (b) the excess of 
the total amount charged for sales from December 1, 1952 through 
February 28, 1954 under the rates in effect under bond over the 
total amount which would have been charged for sales during such 
period to such customer under the rates herein found just and rea- 
sonable. Ohio Fuel shall bear all costs of refunding. 

(E) Ohio Fuel shall refund to its wholesale customers. on an 
equitable basis to be approved by the Commission, the proper part 
of any refunds not already reflected in the rates herein determined, 
which it already has or may receive in the future from its suppliers, 
resulting from disposition of proceedings involving the rates of its 
suppliers applicable to the period from February 11, 1952 through 
February 28, 1954. 

(F) Within 45 days from the date of issuance of this order. Ohio 
Fuel shall report, in writing and under oath, to the Commission the 
amount of refunds to each customer for each of the periods Febru- 
ary 11, 1952 through November 30, 1952 and December 1, 1952 
through February 28, 1954, and shall serve a copy of such report 
upon each wholesale customer. 

(G) Upon compliance with the terms of this opinion and order. 
the proceedings at Docket Nos. G-1786 and G—1965 shall be ter- 
minated. 

(H) This order is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in 
any proceeding now pending or hereafter instituted. 


Commissioner Stueck not participating. 














































PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 301 


Iw THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY, G-2035, 
G-2040, G-2048, G-2049, G-2050, G-2073, G-2301, G-2349; PAN- 
HANDLE EASTERN PIPE LINE COMPANY, SOUTH- 
EASTERN MICHIGAN GAS COMPANY, CITIZENS GAS 
FUEL COMPANY, CITIZENS GAS COMPANY, MICHIGAN 
GAS UTILITIES COMPANY, G-2091 


Opinion and Order Disallowing Cancellation, Modifying and Inter- 
preting Rate Schedules, Denying Disclaimers of Jurisdiction, Issu- 
ing and Denying Certificates of Public Convenience and Necessity, 
and Requiring the Sales and Delivery of Natural Gas for Resale 


July 28, 1954* 
Syllabus 


1. Interruptible rate schedule is required to prevent discrimination against 
customers of Panhandle’s resale customers in favor of Panhandle’s direct 
customers. P. 305. 

2. Curtailment of Panhandle’s interruptible rate schedule is limited only by the 
proper and necessary condition that it shall be non-discriminatory. P. 309. 

3. Panhandle’s interruptible gas should provide first for storage use and 
then should be allotted equally between Panhandle’s direct customers and 
its resale customers. P. 309. 

4. To permit Panhandle to set up a differing order of priority to be applicable 
to its direct sale customers alone would be discriminatory as against its 
resale customers. P. 310. 

3. Transportation and service in interstate commerce involved in the making 

of a direct sale by a natural gas company is subject to Commission’s juris- 

diction. P.310. 

6. Commission denies Panhandle’s certificate application to serve Monroe Paper 
on finding that the proposed service will not be in the public interest in 
that city considered asa whole. P.312. 

Commission’s course of action should not be determined by presence of a 

contract entered into on the basis of an incorrect premise. P. 314. 

8. Since Panhandle’s sale of interruptible gas to Citizens Gas Fuel for resale 
to Bridgeport will require the use of a lateral wholly for jurisdictional 
purposes, the cost of construction of this lateral should not be charged to 
Citizens Gas Fuel or to Bridgeport, and payments already made should 
be treated as contributions in aid of construction. P. 315. 

9. In transporting and serving gas to Mueller without Commission authorization, 
-anhandle’s action, before and after the passage of Section 1 (c) of the 
Act, is unlawful and in violation of the Natural Gas Act. P. 316. 

10. Under Section 1 (c) of the Natural Gas Act Commission is without jurisdic- 
tion over the rates and services of Southeastern Michigan and Citizens 


*Designated Commission Opinion No. 274. Initial decisions appear on pp. 635, 643, 648, 
and 655. Rehearing denied by order of the Commission issued November 9, 1954, infra, 
p. 1501. 

Eprtor’s NoTe: Affirmed 232 F. 2d 467 (CA 3, 1956), certiorari denied 352 U. S. 891. 
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Gas Fuel upon showing that State Commissions are exercising regulatory 
jurisdiction. P.318, 320. 

11. Commission issues certificates under Section 7 of the Natural Gas Act to 
Panhandle in some dockets, denies certificate authorization in other dockets, 
and orders Panhandle to comply with certain interpretations of its present 
tariff. P. 320. 


Chairman KvykeEnpDALL concurring. 


Commissioners Smirx and Srvurck not participating. 


William C. Keefe, John S. L. Yost, Robert M. Morgenthau, Wil- 
liam E. Miller, and Gerald R. Redding for Panhandle Eastern Pipe 
Line Co. 

Richard J. Connor, Christopher T. Boland, William L. Shea, and 
George J. Meiburger for Citizens Gas Fuel Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

W. C. Euans and H. A. Sebald for Michigan Gas Utilities Co. 

Louis Flax for the staff of the Federal Power Commission. 


By THE CoMMISSION : 


OPINIon 
INTRODUCTION 


These proceedings were heard at various dates between December 
16, 1952 and May 21, 1954 and are concerned principally with the 
distribution of Panhandle Eastern Pipe Line Company’s (Pan- 
handle) natural gas in excess of that required to serve the firm con- 
tract demands heretofore authorized by us, the annual contract 
demands under Panhandle’s storage rate schedule, and the presently 
authorized volumes being delivered to Panhandle’s interruptible 
customers. 

Docket Nos. G—2035, G—2049, and G—2050 are applications for dis- 
claimer of jurisdiction or in the alternative for certificates of public 
convenience and necessity relative to direct service of natural gas 
by Panhandle respectively to Mrs. Tucker’s Products Division of 
Anderson Clayton and Company located near Jacksonville, Illinois 
(Tucker), the DeKalb Agricultural Association plant located near 
Tuscola, Ilinois (DeKalb), and the Monroe Paper Products Com- 
pany plant located in Monroe, Michigan (Monroe Paper). 

Docket No. G-2040 is an application for a certificate of public 
convenience and necessity authorizing service to the Bridgeport 
Brass Company plant located in Adrian, Michigan (Bridgeport).! 


1 Panhandle initially sought a certificate of public convenience and necessity authorizing 
service to Bohn Aluminum and Brass Corporation (Bohn). Bridgeport having undertaken 
to operate the Adrian Plant, an order was issued on April 16, 1954 permitting the substt- 
tution of Bridgeport for Bohn as the person to be served. 
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Docket No. G—2048 is an application by Panhandle for a certificate 
of public convenience and necessity authorizing the construction and 
operation of 514 miles of a 6-inch loop to its pipeline serving Adrian, 
Michigan. 

The authorizations sought by Panhandle at Docket Nos. G-2040, 
G-2049, and G—2050 encompass the sale of natural gas to industrial 
plants located within the franchise areas of three of its resale cus- 
tomers, viz., Citizens Gas Fuel Company (Citizens Gas Fuel), Citi- 
zens Gas Company of Tuscola, Illinois (Citizens), and Michigan Gas 
Utilities Company (Michigan Gas), respectively. Panhandle’s agree- 
ments relating to the authorizations sought provided for deliveries 
to be made to the respective industrial plants through the facilities 
of the respective distributing utilities. A similar arrangement for 
service had been entered into by Panhandle with Southeastern 
Michigan Gas Company (Southeastern Michigan), in order to serve 
Mueller Brass Company (Mueller) at Port Huron, Michigan. How- 
ever, in the latter case the service was commenced without first 
applying for and obtaining any certificate from us. 

In our order issued on November 5, 1953, in Docket No. G—2301, 
we ordered Panhandle to show cause why it should not be required 
to sell natural gas to Citizens Gas Fuel, Citizens, Michigan Gas and 
Southeastern Michigan, pursuant to the interruptible rate schedules 
prescribed in our order accompanying Opinion Nos. 214 and 214—A? 
so that such companies could render the service within their partic- 
ular franchise areas proposed to be rendered by Panhandle in 
Docket Nos. G-2040, G-2049, and G—2050, and being rendered by 
Panhandle to Mueller. 

Docket No. G—2349 deals with the proposed cancellation filed on 
December 15th and 28th, 1953 by Panhandle of its Interruptible 
Rate Schedules I-1, I-2, and I-3. 

Docket No. G—2073 is an investigation proceeding instituted by 
us relating to the legality of Panhandle’s sales of gas to East Ohio 
Gas Company (East Ohio) and Ohio Fuel Gas Company (Ohio 
Fuel) purportedly under Section 6.1(b) of Panhandle’s Limited 
Service rate schedules rather than under its resale interruptible 
schedules. 

Docket No. G-2091 is an investigation docket, relating princi- 
pally to the following matters: (1) the lawfulness of Panhandle’s 
and Southeastern Michigan’s service to Mueller; (2) the lawfulness 
of Panhandle’s maintenance of priorities of service for direct sale 
customers different from those set forth in its filed tariff and rate 
schedules, and (3) the lawfulness of the transportation or proposed 


2In the Matter of Panhandle Eastern Pipe Line Company, et al., Docket No. G-1116, 
et al., 10 F. P. C. 185, and 322. 





304 FEDERAL POWER COMMISSION 


transportation of natural gas by Citizens Gas Fuel, Citizens, Michi- 
gan Gas and Southeastern Michigan to industrial plants within their 
franchise areas absent certificate authorization first obtained by such 
companies from us. 

On November 5, 1953, we issued an order reopening Docket Nos. 
G-2035, G-2040, G-2048, G-2049, G-2050 and G—2091, and we con- 
solidated them with Docket Nos. G-2073 and G-2301, and on January 
15, 1954 we issued our order consolidating the aforesaid proceedings 
with Docket No. G—2349.8 


I. PANHANDLE’S PROPOSAL TO CANCEL ITS INTERRUPTIBLE 
RATE SCHEDULES 


Panhandle’s proposal to cancel its interruptible rate schedules, 
if granted, would to a major extent, make academic the issues raised 
in the other proceedings. Accordingly, initial consideration will be 
given to this proposal. 

Panhandle’s interruptible rate schedules were filed on August 17 
and August 30, 1951 as part of its FPC Gas Tariff, Original Volume 
No. 1. These rate schedules were filed in substantial compliance with 
Opinion Nos. 214 and 214—A, Jn the Matter of Panhandle Eastern 
Pipeline Company, et al., Docket Nos. G—1116, et al, 10 F. P. C. 185 
and 322, which prescribed an approved form of tariff to be filed by 
Panhandle. Although Panhandle opposed the inclusion of an inter- 
ruptible rate schedule in the course of the aforesaid hearings, it did 
not petition for a rehearing with regard to the interruptible rate 
schedules which were ordered, nor did it ever seek review of the 
provisions of the Commission’s order directing that such rate sched- 
ules be put into effect. Nevertheless, Panhandle has not implemented 
the interruptible rate schedules which it filed by offering such gas 
to any resale customers. 

Panhandle again claims in this proceeding, as it did during the 
hearings in Docket No. G—1116, et al., that the prescribed interrupt- 
ible rate schedules are unworkable. It also asserts that the language 
prescribing such interruptible rate schedules is unclear. Moreover, 
it contends that the priorities of excess gas which are afforded in 
the interruptible rate schedules, first for storage use, and thereafter 
to all the utility customers and to direct sale customers should be 
cancelled. Panhandle also contends, in effect, that Section 6.1(b) 
of its “LS” (Limited Service) and “G” (General Service) rate 
schedules enables it to select arbitrarily those customers being served 
through flow control valves who will obtain excess gas from it and 


3In Docket Nos. G-2035, G-2040, G-2048, G-2049, G-2050 and G-2091, decisions were 
rendered by a Presiding Examiner, and exceptions were filed, all of which will be con- 
sidered together with all of the evidence received herein. 











PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 305 


the quantities of such gas.* It asserts that Section 6.1(b) constitutes 
a complete, proper and workable rate schedule in and of itself. 
Furthermore, Panhandle urges that the present interruptible rate 
schedules are inequitable in that they afford advantages to indus- 
trial customers of the utilities which Panhandle serves but which 
Panhandle’s direct industrial customers do not have. 

Panhandle asserts that cancellation is necessary to protect the 
company’s deliveries on a firm basis; that the I schedules do not 
afford Panhandle the necessary complete and effective control over 
the curtailment and interruption of service to interruptible customers 
of the utilities to achieve such protection; and that such control 
can only be effective where Panhandle has physical control of deliv- 
eries at the point of consumption of the interruptible gas. 


A. Panhandle’s claims regarding the unworkability 
of its interruptible rate schedules 


Panhandle has approximately 200 points of delivery on its system 
and urges that the possibility of its being required to serve inter- 
ruptible gas at this large number of delivery points makes the “I” 
schedules unworkable. Requests to Panhandle for resale interrupt- 
ible service, however, appear to have been made by but a few of its 
customers. Accordingly, the argument of unworkability because of 
the large number of delivery points at which interruptible gas 
would have to be served is based upon an unfounded assumption. On 
the other hand, it is clear from the record that although a large 
number of Panhandle customers do not want interruptible gas, the 
retention of the “I” schedules would not be an empty gesture. 
There is a substantial need for a vehicle for the disposal of other 
than firm and storage gas to Panhandle’s resale customers. For 
instance, as will be discussed later, Ohio Fuel, East Ohio, South- 
eastern Michigan and the City of Indianapolis, have been obtaining 


4In pertinent part, Section 6 of the LS and G rate schedules reads as follows: 

6. ADJUSTMENT OF MONTHLY BILLS 

6.1 Unauthorized Takes in Excess of Contract Demand. If during one or more 
days in the billing month Buyer takes in excess of the applicable Contract Demand, 
then the bill for the month shall be adjusted by adding thereto an amount computed 
as follows: The product of the total number of Mcf of gas taken in excess of the 
Contract Demand times $10. 

This adjustment of the monthly bill shall not be made under any of the following 
conditions : 

(a) ***, 

(b) When Seller maintains and operates flow control valves at the point or 
points of delivery to Buyer. In such case, Seller shall bill Buyer for the excess 
gas at 9.0 cents per Mcf of excess gas delivered in addition to the commodity 
charge computed under Section 3 of this rate schedule. 

(c) * * *, 

Substantially similar language appears in Section 5 of the SG (Small General Service) 
rate schedules ; however, no small general service customers are served through flow 
control valves. 
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such gas under an incorrect and improper interpretation of a pro- 
vision of Panhandle’s firm rate schedules. Additionally, Michigan 
Consolidated Gas Company (Michigan Consolidated) and Citizens 
Gas Fuel have requested, but have been refused, interruptible gas. 
The needs of these utilities and their consumers should not be 
ignored because of the absence of an interruptible rate schedule. 

In further regard to Panhandle’s claim of unworkability because 
of lack of control over interruptible rate schedule sales, it should 
be pointed out in the case of three of its four limited service cus- 
tomers, viz., Michigan Consolidated, East Ohio and Ohio Fuel, and 
two of its General Service customers, viz., City of Indianapolis and 
Southeastern Michigan, Panhandle owns and operates flow control 
valves which physically control the rate of delivery at all times and 
it is not disputed that Panhandle has the power and ability effec- 
tively to curtail or interrupt deliveries of gas to such customers 
at any time. 

With regard to other customers, Panhandle’s resale interruptible 
schedules provide for the imposition by Panhandle of a $10.00 pen- 
alty per Mcf in the event such customers take gas in violation of 
any curtailment or interruption notice from Panhandle. 

The record does not contain any persuasive evidence to justify 
the conclusion that the penalty for any unauthorized takes of gas 
would not be an effective deterrent to any utility against violation 
of any curtailment or interruption notice from Panhandle. 

Further, as to the question of Panhandle’s control over inter- 
ruptible deliveries, it concedes that it intends to increase, if possible, 
the percentage of sales which it can make to direct industrial users. 
Yet in case of such industrial users, Panhandle’s only control in the 
event interruptible use was not discontinued upon notice would be 
for Panhandle personnel to enter the property of the users and to 
“pinch the valves.” The kind of control which Panhandle has over 
gas supplied directly to industrial users is not as effective as that 
available to it through the use of flow control valves or through 
the implementation of the penalty provisions as set forth in the 
Commission’s interruptible rate schedule since the penalty provisions 
of the tariff are not applicable to the direct sales proposed to be 
made by Panhandle, and Panhandle’s direct sales contracts contain 
no overrun penalty provisions. Despite the absence of positive con- 
trol measures and the fact that Panhandle has a substantial number 
of direct sale customers, Panhandle has not established any plan 
of operation to “pinch the valves” of its direct sales customers in 
the event they should refuse to obey Panhandle’s curtailment orders. 
The reason no plan was instituted by Panhandle for immediate 
curtailment of direct sale customers upon notice, as testified to by 
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Panhandle’s Vice President in charge of Engineering, was that he 
expected Panhandle’s direct sale customers to curtail upon notice 
without further action on Panhandle’s part. There is no reason 
to believe that Panhandle’s resale customers would not also obey 
a curtailment order, particularly in the light of the presence of 
flow control valves and penalty provisions which could be imposed 
upon resale customers were they to make unauthorized takes. 


B. Panhandle’s claims regarding the effect of the “I” 
schedules on the firm schedules 


Panhandle asserts, among other things, that the practical effect 
of the interruptible rate schedule is to nullify the provisions in the 
firm schedules prescribing a penalty for taking gas in excess of 
contract demand. No logical basis is presented and no credible evi- 
dence was produced to support this claim. Service under the “I” 
schedules is specifically for volumes in excess of contract demands. 
and the penalty applies if curtailment of “I” schedule service is 
invoked but is not complied with by the utility customer. The 
penalty provisions of the firm service rate schedules were never 


intended to and do not apply to authorized deliveries under the 
“I” schedules. 


C. Panhandle’s claim of lack of assurance of a 
market for resale interruptible gas 


Panhandle further claims that it has no assurance that any sub- 
stantial part of its excess gas, when available, will be purchased 
under its interruptible rate schedules. This claim appears to be 
inconsistent with the statements made by Mr. F. H. Robinson, a 
Vice President of Panhandle, to certain of its utility customers and 
the Michigan Public Service Commission to the effect that there 
would be no “I” gas available to resale customers because under the 
present provisions of the “I” schedules all or nearly all of such gas 
would be taken by the companies owning or controlling storage 
facilities. 


D. Panhandle’s claim regarding discrimination against 
its direct sale customers 


Another claim made by Panhandle is that the “I” Schedules are 
inequitable in that discrimination would develop against Pan- 
handle’s direct customers in favor of the latter’s competitors served 
by Panhandle’s distributors in the event that the “I” schedules were 
implemented. In our opinion Panhandle’s apprehensions are not 
well founded. Testimony in the record indicates it is more likely 
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that absence of an interruptible rate schedule would result in dis- 
crimination against customers of Panhandle’s resale customers in 
favor of Panhandle’s direct customers. Accordingly, Panhandle’s 
contentions in this regard are not persuasive. Moreover, it should 
be pointed out that the interruptible schedules, as modified, broaden 
Panhandle’s opportunities to render service to direct customers. 


E. Panhandle’s claims regarding 6.1(b) under its LS schedules 


A further Panhandle contention is that the “I” schedules do not 
provide the flexibility of operation which is vital to its system. 
Flexibility of operation, according to Panhandle, is the ability to 
effect changes in rates of delivery from the system in a short time. 
Panhandle claims that to attain flexibility it is requisite that it have 
the ability, under its rate schedules, to dispose of excess gas at the 
geographical points on the system at the times when it becomes 
available. It is Panhandle’s position that the “I” schedules do not 
permit the attainment of such flexibility, but that it may be achieved 
by the employment of Section 6.1(b) of its LS Schedules and cor- 
responding sections in other of its rate schedules. According to 
Panhandle, this section permits it to determine to whom, and when, 
and in what amounts it will make deliveries. 

The correctness of this interpretation of Section 6.1(b) and the 
question of whether such interpretation is discriminatory are two 
issues in Docket No. G—2073. 

The first question to which we shall address ourselves is the cor- 
rectness of the interpretation relied upon by Panhandle. It will 
be observed that subsection 1(b) of section 6 of Panhandle’s rate 
schedule relates to the “Adjustment of Monthly Bills” in circum- 
stances where the Seller has absolute control of deliveries through 
its operation of its flow control valves and provides an exception 
to the penalty provisions which may be imposed upon a customer 
who receives “unauthorized takes in excess of contract demands.” 
The clear and obvious purpose of Section 6.1(b) is to make certain 
that no customer is charged a penalty for unauthorized takes in 
excess of contract demands where the Seller, viz., Panhandle, con- 
trols the valves through which deliveries of gas are made. To 
characterize this provision as a rate schedule within a rate sched- 
ule as Panhandle does and as recognition of a right by Panhandle 
to make interruptible sales, is to distort the clear and obvious pur- 
pose for which this section was drafted. 

The next issue concerning Panhandle’s interpretation of the mean- 
ing and purpose of Section 6.1(b), is the matter of discrimination. 
As interpreted by Panhandle, Section 6.1(b) permits it to deliver 
to those customers whom it chooses volumes of gas that it alone 
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determines at times of its own choosing. In the exercise of the 
privileges which Panhandle contends are afforded to it by Section 
6.1(b), it insists upon the right to discriminate in any manner it 
chooses. It has, for example, delivered gas under this section to 
two of its limited service customers to the extent that such cus- 
tomers had the capacity to receive gas, and has refused to furnish 
any gas whatsoever to another of its limited service customers, and 
has stated that it will continue in this refusal. Such discrimination 
is palpably unlawful. 

With regard to Panhandle’s claim that it is necessary in the 
operation of its system that it be put in a position where it can 
dispose of excess gas at all the geographical points on its system, 
it may be pointed out that Section 6.1(b), even if employed as 
Panhandle has suggested, would not enable Panhandle to dispose of 
its excess gas at all the geographical points on the system because 
there are only five points where Panhandle has installed and oper- 
ates flow control valves and none of such points is located in its 
western or central zones. 

The interruptible rate schedules, on the other hand, afford greater 
flexibility than Section 6.1(b) in that they are operable as to cus- 
tomers located along the entire length of Panhandle’s system, and 
provide to Panhandle wide discretion as to curtailment when gas is 
necessary for its firm usage. Such curtailment is limited only by 
the wholly proper and necessary condition that it shall be non- 
discriminatory, a restriction which does not prevent Panhandle 
from making curtailments in particular areas along its system while 
continuing interruptible service in other areas, but which only 
requires that the curtailments when made, not be made in an arbi- 
trary manner to the disadvantage of any of Panhandle’s customers 
and the advantage of others. 


F. Modification of rate schedules I-1, I-2 and I-3 


The next issue in Docket No. G-2073 is whether or not Rate 
Sehedules I-1, I-2, and I-3 should be modified, revised or changed. 
In this connection we have determined, after consideration of the 
entire record, to modify the aforesaid rate schedules as heremafter 
set forth. In so modifying the provisions of the interruptible rate 
schedules, however, we have retained the principle that interruptible 
gas should be provided first for storage use, and furthermore we 
have concluded that any interruptible gas which is provided there- 
after for interruptible sales should be allotted equally between Pan- 
handle’s direct customers and its resale customers. 

Our modification provides a reservation of 20% of excess gas for 
storage use rather than the complete overriding priority contained 
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in the present schedules. Further it is our intention that the allot- 
ment of excess gas that is to go to Buyers owning or controlling 
storage facilities shall be used only as part of the Buyers’ regular 
storage operations and that customers owning or controlling storage 
shall not be placed in a more favorable position as to interruptible 
deliveries for other than storage purposes than Panhandle’s direct 
customers or resale customers not favored with storage projects. 
At the same time Buyers owning or controlling storage facilities 
after receiving this reservation of gas for storage use must stand 
on the same footing with regard to obtaining interruptible gas as 
Panhandle’s other buyers. 

We have attached hereto, as Appendix A, a modification of the 
provisions of Section 7 of Panhandle’s interruptible rate schedules, 
I-1, I-2, and I-3 which is to be substituted in the place and stead 
of the presently existing provisions of Section 7. 


G. Section 16 of Panhandle’s FPC gas tariff, 
original volume No. 1 


Section 16 of the General Terms and Conditions of Panhandle’s 
Tariff sets forth three classifications of service to be applicable on 
Panhandle’s system. In descending order of priority in the event 
curtailments are necessary on Panhandle’s system, these are: firm 
service, storage service, and interruptible service. 

Panhandle, however, has contracted for the sale of gas to direct 
customers utilizing another type of service, a “superior interrupt- 
ible” service, which in effect would be interposed between the stor- 
age and interruptible classification. 

The classifications of service contained in Section 16 necessarily | 

j 


we 


govern all service rendered from Panhandle’s system. To permit 
Panhandle to set up a differing order of priority to be applicable 
to its direct sale customers alone would be discriminatory as against 
its resale customers. This is particularly true in the case of “supe- 
rior interruptible” gas which would be of a higher priority than 
the gas sold under the interruptible rate schedules, and large sales 
in such classification could result in no gas being available for 
interruptible sales. 


Il. PANHANDLE’S APPLICATIONS FOR CERTIFICATES 
OF PUBLIC CONVENIENCE AND NECESSITY 


Docket Nos. G-2035, G-2049 and G-2050 of Panhandle’s applica- 
tions seek, in the alternative, disclaimers of jurisdiction or certificates 
of public convenience and necessity. In connection with the matter 








5 The figure of 20% is approximately the ratio of summer entitlements of customers 
other than Michigan Gas Storage Company who own or control storage facilities to Pan- 
handle’s total annual volume of available gas. 
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of disclaimer of jurisdiction, the issue raised is whether the trans- 
portation and service involved in the making of a direct sale by a 
natural gas company is subject to our jurisdiction. We have many 
times held that we have jurisdiction in such circumstances and, in 
fact, In the Matter of Panhandle Eastern Pipe Line Company, 
Docket No. G-1642, issued July 23, 1952, we found we had such 
jurisdiction in the face of arguments to the contrary made by Pan- 
handle similar to those urged here. Nothing has been presented 
herein to change our views. 

In Docket No. G-2035, Panhandle’s application to serve Tucker, 
we have decided that a certificate of public convenience and necessity 
should be granted and that the gas to render such service may prop- 
erly be delivered to the latter company in accordance with our modi- 
fication of Section 7 of the Interruptible Rate Schedules. It should 
be emphasized, however, that the granting of a certificate in this 
docket does not have the effect of mitigating in any way Panhandle’s 
duty to offer interruptible gas to its Buyers pursuant to the Inter- 
ruptible Rate Schedules, as amended, nor is such authorization to 
be taken as a modification of the requirement that it make such offer. 
Additionally, we would specifically note that the authorization herein 
is to be limited to the delivery of gas only on an interruptible basis. 

The Presiding Examiner, in Docket No. G-2049, found that Pan- 
handle was presently unable to make lawful delivery of natural gas 
to DeKalb because transportation of such gas was required to be 
effected through the facilities of Citizens which had neither sought 
nor obtained a certificate of public convenience and necessity, pursu- 
ant to Section 7 of the Act, authorizing it to perform such transpor- 
tation service in order to effect delivery, although the Examiner 
found such transportation would have made Citizens a natural gas 
company within the meaning of Section 2(6) of the Act. 

Since the date of the Presiding Examiner’s decision in this docket, 
Section 1(c) has been added to the Natural Gas Act. This section 
provides that the Act shall not apply to any person engaging in or 
legally authorized to engage in the transportation in interstate com- 
merce or the sale in interstate commerce for resale of natural gas 
received by such person from another person within or at the bound- 
ary of a State if all the natural gas so received is ultimately con- 
sumed within such State, or to any facilities used by such person for 
such transportation or sale, provided the rates and service of such 
person and facilities be subject to regulation by a State commission. 
Section 1(c) also refers to the intention of Congress to exempt from 
the provisions of the Act matters primarily of local concern and 
subject to regulation by the several States. 


6 Cf. Detroit, et al. v. Panhandle Bastern Pipe Line Company, et al., Docket Nos. G-661 
and G-668, 5 F. P. C. 43 (1946). 
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We have adopted a rule implementing Section 1(c) of the Act 
requiring persons claiming the exemption to furnish information to 
us so that we may be assured that such persons come within the 
terms of the section.’ In this proceeding it appears that there is 
adequate evidence that Citizens would be exempt upon the filing of 
the certificate from its State commission required in our Order No. 
173. 

We have concluded that it is appropriate to grant Panhandle’s 
certificate application involving service to DeKalb. Under the cir- 
cumstances, however, we are conditioning such certificate upon the 
filing of a certification from the Illinois Commerce Commission to 
us that such State commission has regulatory jurisdiction over rates 
and service of Citizens, and is exercising such jurisdiction. 

It will be noted that the same observations with regard to the duty 
of Panhandle to offer interruptible gas to resale customers and the 
same conditions as to the gas delivered being on an interruptible 
basis as were applicable in the case of Tucker, are also applicable 
in the case of DeKalb. 

With regard to Monroe Paper, Docket No. G—2050, we affirm the 
decision of the Presiding Examiner, but not for all of the same 
reasons which appear in such decision. The Presiding Examiner 
found, among other things, that deliveries of natural gas from Pan- 
handle’s main line, and the facilities of Michigan Gas and its trans- 
portation by such utility from such point of delivery to the paper 
plant of Monroe Paper, will constitute a transportation of natural 
gas in interstate commerce for which service Michigan Gas Utilities 
must, prior to rendering such service, obtain a certificate of public 
convenience and necessity pursuant to the provisions of Section 7 
of the Natural Gas Act. The enactment of Section 1(c) which we 
have discussed above, in our opinion, may exclude Michigan Gas 
Utilities from the Commission’s jurisdiction upon compliance with 
our Order No. 173. We deny the application in Docket G-2050, 
however, because we agree with the Presiding Examiner that the 
proposed sale and delivery of natural gas to Monroe Paper, as set 
forth in the application by Panhandle is not required by present 
public convenience and necessity, and we hold that a certificate there- 
for should not issue. 

The findings and conclusions of the Presiding Examiner in this 
respect were based upon clear evidence that only a small fraction 
of the population of Monroe, Michigan—those residents in the imme- 
diate neighborhood of the paper plant—is troubled with fly ash, and 
has complained to city authorities, And as to them, it is shown by 
the evidence that the fly ash nuisance can be abated without the use 


7 See Order No. 173, issued July 7, 1954, 13 F. P. C. 1165. 
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of natural gas if Monroe Paper returns to the consumption of West 
Virginia or Kentucky coal and the restoration and use of the under- 
feed stokers that were originally used. 

The question here is not whether the granting of the application 
will be for the convenience and accommodation of some of the public 
in Monroe, but whether it will be for the convenience, accommoda- 
tion and advantage of the public generally in that city considered 
as a whole.® 

In Docket No. G-2040 Panhandle seeks authorization to sell and 
deliver natural gas to Bridgeport for use at its plant in Adrian, 
Michigan. 

In Docket No. G-2048 Panhandle seeks authority to construct 514 
miles of 6-inch diameter lateral loop line parallel to its existing 
lateral to Adrian, in order to deliver the gas which it proposes to 
sell to Bridgeport. This gas is to be delivered to Citizens Gas Fuel 
which, in turn, will transport the gas through its distribution system 
from the town border station to the Bridgeport plant. 

The record discloses that originally Citizens Gas Fuel considered 
the possibility of purchasing interruptible gas from Panhandle with 
a view toward making interruptible sales in addition to the 200 Mcf 
daily firm sale it makes to the same plant. After making a study 
of Panhandle’s I-1 rate schedule, and discussions with the manage- 
ment of Panhandle which advised the President and General Man- 
ager of Citizens Gas Fuel that interruptible gas was not available 
under Panhandle’s I-1 rate schedule, Citizens Gas Fuel agreed with 
Panhandle’s position that because of the priority extended to storage 
customers of Panhandle, and because any remaining excess gas would 
then have to be made available to Panhandle’s resale customers on 
an equitable basis, Citizens Gas Fuel would not receive enough inter- 
ruptible gas to supply Bohn’s requirements to an extent satisfactory 
to the latter. It was developed that the Bohn plant was engaged in 
defense production and required natural gas service. In view of the 
concern with defense production, and apparently in an effort to 
avoid compliance with the interruptible rate schedules, it was agreed 
that Citizens Gas Fuel would permit Panhandle to make direct sales 
to Bohn, and accordingly the contracts under consideration here 
were entered into between Bohn, Panhandle, and Citizens Gas Fuel. 

The Presiding Examiner in his decision, issued July 2, 1953, con- 
cluded that the transportation of the gas to be delivered to Bohn 
through the facilities of Citizens Gas Fuel would make the latter 
a natural gas company within the meaning of the Act and that since 
Citizens Gas Fuel had not sought or obtained a certificate of public 


8 Beaver Valley Service Co. vs. Penna. P. 8. C., 186 Atl. 304, 306; principle affmd. in 
Service Gaa Co. vs. P. 8. C., 190 Atl. 653, 658. 
9 See footnote 1. 
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convenience and necessity for the transportation of natural gas in 
interstate commerce in conformity with Section 7 of the Natural 
Gas Act, Panhandle was unable to make lawful delivery of natural 
gas to Bohn in the manner proposed. In addition, he found that 
Citizens Gas Fuel was coerced by Panhandle into the arrangements 
which it had made. 

During the course of the reopened hearing the President and 
General Manager of Citizens Gas Fuel testified that he had not 
been coerced by Panhandle or its management. He also testified 
that the Bohn Aluminum situation was an unusual matter and that, 
while he was willing to abide by the agreements made with Pan- 
handle and with Bohn, such fact was not to be taken as meaning 
that he would under any and all circumstances agree to permit 
Panhandle to use the facilities of Citizens Gas Fuel for transpor- 
tation and not in the future take advantage of interruptible gas 
service. 

We have concluded for the reasons set forth above that the enact- 
ment of Section 1(c) of the Act may have removed the impediment 
to which the Presiding Examiner referred, ‘.c., that the arrange- 
ment for transportation would necessarily make Citizens Gas Fuel 
a natural gas company. However, the evidence has been ample 
that Citizens Gas Fuel entered into its agreements with Panhandle 
and Bohn because it was under the impression that gas would not 
be available for its purchase under the interruptible rate schedules. 
The interruptible rate schedule was never made effective by Pan- 
handle as required by our order, and accordingly there was no valid 
reason for Citizens Gas Fuel to have given up its rights under the 
interruptible rate schedule. 

Since the evidence is that Citizens Gas Fuel entered into this 
agreement on the basis of an incorrect premise, namely, that this 
was the only means by which it would get gas for the important 
defense uses of Bridgeport, we conclude that the presence of this 
contract should not be determinative of our course of action in this 
matter. 

The position of Citizens Gas Fuel was that if gas were available 
to it under the interruptible schedule, it would prefer to take such 
gas for resale within its franchise area. We believe that by the 
operation of the modified Section 7 of the interruptible rate sched- 
ule there can be no question that gas will be available to Citizens 
Gas Fuel under such interruptible rate schedule for resale to Bridge- 
port. We therefore will order Panhandle to serve Citizens Gas Fuel 
with interruptible gas for resale to the Bridgeport plant. Corre- 
spondingly, we will deny Panhandle’s application, Docket No. 
G-2040, for authorization to serve gas directly to Bridgeport. 
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In this connection, it will be observed that based on Exhibit No. 
63,1° average daily sales for the year ending March 1954, the com- 
puted annual sales of Panhandle are 305,400,000 Mcf. After adjust- 
ment for over-run and under-run of contract requirements, the 
annual requirement was 298,700,000 Mcf for the above period. 
Deducting this requirement from the 311,100,000 Mcf estimated 
total sales capacity found by us in Opinion No. 269, 12,400,000 
Mcf of surplus gas remains. If 20 per cent of the surplus is 
allotted for storage under the I series rate schedules, the approxi- 
mately 9 million Mcf remaining will supply Bridgeport’s maximum 
annual use of 730,000 Mcf (100 per cent use of maximum daily 
requirement) as a part of the resale portion of the gas to be allo- 
cated equally under the “I” schedules between direct sales and sales 
for resale. 

If the normal sales capacity exceeds the 311,100,000 Mcf referred 
to in Opinion No. 269, additional gas will be available under the 
“I” schedules for allocation for storage requirements and to direct 
and resale customers. 

It will be recalled that to implement the service to be made to 
Bridgeport it was necessary to add to the facilities, theretofore 
installed, a loop paralleling the lateral pipeline extending from 
Panhandle’s main line to the Adrian, Michigan, city gate. It was 
first agreed that this lateral loop would be 4 inches in diameter 
since this would be large enough to serve the necessities of Bohn. 
The agreement provided that Bohn would pay $85,000 for the con- 
struction of this lateral, payments to be made as gas was delivered. 
Citizens Gas Fuel advised Panhandle that the lateral to be con- 
structed should be 6 inches. This was done in anticipation of 
Citizens Gas Fuel’s future necessities for firm gas. Citizens Gas 
Fuel agreed to pay Panhandle $25,000 for the increase in the cost 
of the lateral from 4 inches to 6 inches in diameter. 

In view of our accompanying order directing Panhandle to sell 
interruptible gas to Citizens Gas Fuel for resale to Bridgeport, it 
appears that the lateral serving Adrian and the loop for which 
authorization is applied for in Docket No. G—2048, will be used 
wholly for jurisdictional purposes. As such there can be no ques- 
tion that the cost of the facility as a whole will be accounted for 
in Panhandle’s rate base, and the cost of such facilities will be given 
consideration in the normal depreciation process. Accordingly, the 
cost of such lateral should not be borne exclusively by Citizens Gas 
Fuel or the customers being served by it including Bridgeport. We 
therefore are ordering that a certificate of public convenience and 

10 Exhibit No. 63 is Panhandle’s “Tabulation of Actual Average Daily Main Line Sales 


by Months November, 1952 through March, 1954.” 
11 See Opinion No. 269, 13 F. P. C. 53, 86, et seq. 
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necessity be issued in Docket No. G-2048. However, such certifi- 
cate will contain a provision to the effect that no charges shall be 
made to Citizens Gas Fuel or to Bridgeport for the cost of con- 
struction of the 6-inch lateral. 

It may be noted that the Commission, on October 23, 1952, issued 
temporary authorization in Docket No. G—2048 for the construction 
of the lateral to which we have referred. Acting pursuant to such 
temporary authorization, certain payments have been made. Since 
such payments were made in reliance upon such temporary authori- 
zation and since the lateral was constructed pursuant to such tem- 
porary authorization, we will not require a refund to be made of 
such payments. Such payments, however, shall be treated on Pan- 
handle’s books as a contribution in aid of construction. 

As another issue in investigating Docket No. G-2091, we inquired 
into whether Panhandle has been violating the Natural Gas Act by 
reason of its delivery of gas to Mueller without certificate authori- 
zation of this Commission, and whether Southeastern Michigan has 
been violating the Act by reason of its transportation of such gas 
approximately 55 miles from Panhandle’s point of delivery to the 
Mueller plant located within Point Huron, Michigan. 

The transportation and delivery of this gas by Panhandle to 
Southeastern Michigan, for further transportation by the latter to 
Mueller is a matter subject to our certificate jurisdiction. It was 
therefore incumbent upon Panhandle to seek and obtain authoriza- 
tion of this Commission prior to the commencement of this service. 
This action was never taken. Failure in that regard is a clear viola- 
tion of the Natural Gas Act. 

By our order issued December 1, 1950, Jn the Matter of Pan- 
handle Eastern Pipe Line Company, et al., Docket No. G-1116, e¢ al., 
9 FPC 1288, we found that Southeastern Michigan would become a 
natural gas company upon the completion of the construction and com- 
mencement of operations by which it would deliver gas to Port Huron. 
The delivery of interruptible gas for Panhandle’s account to Mueller 
is a separate and distinct transportation operation not contemplated 
by our original authorization to Southeastern Michigan. 

It was therefore also incumbent upon Southeastern Michigan at 
that time to seek and obtain authorization for the transportation 
service undertaken. In the case of Southeastern Michigan, how- 
ever, it would appear that this company may now be exempted from 
this Commission’s jurisdiction under Section 1(c) of the Natural 
Gas Act. However, the section in question affords no exemption 
whatever in the case of the operations of Panhandle. Thus, in 
transporting and serving gas to Mueller without authorization, Pan- 
handle’s action, not only before the passage of Section 1(c) of the 
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Act but since its passage, is unlawful and in violation of the Nat- 
ural Gas Act. Accordingly, Panhandle will be ordered to dis- 
continue its interruptible gas service to Mueller, unless and until it 
receives our certificate authorization. 

It should be noted here that in view of similar findings of the 
Presiding Examiner in Docket No. G—2091 regarding the necessity 
of certificate authorization, we included the question of service to 
Southeastern Michigan for resale to Mueller as a subject of possible 
order in the proceedings instituted at Docket No. G—2301. South- 
eastern Michigan, however, has not indicated that it would be inter- 
ested in purchasing gas from Panhandle in order to render the 
service to Mueller, pursuant to the interruptible rate schedules, if 
gas were made available to it. Accordingly, we will not direct Pan- 
handle to render service to a customer who has not evinced a desire 
to obtain interruptible gas. It will be noted, however, that if any 
of the parties to this transaction desire to reconsider the position 
which it has taken, our action will be without prejudice to any 
future application for authorization to render this service. 

Upon consideration of the consolidated record in these proceed- 
ings, the Commission further finds: 

(1) The findings and conclusions of the Presiding Examiner, 
issued June 12, 1953 in Docket No. G-2035, infra, p. 635, are reason- 
able, fully supported by the record and are hereby adopted. 

(2) Findings (1) through (18) and Findings (21), (22) and 
(25) of the Presiding Examiner’s decision issued July 2, 1953 in 
Docket Nos. G-2040 and G-2048, infra, p. 655, are reasonable, fully 
supported by the record and are hereby adopted, except that Bridge- 
port Brass Company should be substituted for Bohn Aluminum & 
Brass Corporation. 

(3) The facilities which Panhandle has applied for authorization 
to construct, at Docket No. G—2048, as more fully described in the 
application therein, are being and will be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission as integral parts of Panhandle’s pipe-line system, 
and the construction thereof by Panhandle is subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(4) Panhandle is able and willing to construct the facilities pro- 
posed in Docket No. G—2048 and has done so pursuant to tempo- 
rary authorization granted by us and is able and willing properly 
to do the acts and to conform to the provisions of the Natural Gas 
Act and the requirements, rules, and regulations of the Commission 
thereunder in the aforesaid Docket No. G—2048. 

(5) The construction of the facilities applied for at Docket No. 
G-2048 by Panhandle is required by the public convenience and 
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necessity, and a certificate therefor should be issued upon the terms 
and conditions hereinafter contained in our accompanying order, 
which terms and conditions are reasonable and required by the 
public convenience and necessity. 

(6) Findings and conclusions (1) through (8), inclusive, of the 
Presiding Examiner’s decision issued June 12, 1953 in Docket No. 
G-2049, infra, p. 643, are reasonable, fully supported by the record 
herein and are hereby adopted. 

(7) The service described in Finding (7) of the Presiding Exam- 
iner’s decision in Docket No. G—2049, adopted in our Finding (6) 
above, is a transportation wholly within the State of Illinois of 
natural gas received within the state and entirely consumed within 
the state. 

(8) Upon a showing that the Illinois Commerce Commission has 
regulatory jurisdiction over the rates and service of Citizens and 
its facilities and is exercising such jurisdiction, then under the pro- 
visions of Section 1 (c) of the Act we are without jurisdiction in 
regard to the services proposed to be rendered and the rates to be 
charged by Citizens in Docket No. G—2049. 

(9) The transportation which Panhandle proposed to undertake 
at Docket No. G—2049, as described in its application therein, con- 
stitutes the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and such operation 
is subject to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(10) Panhandle is able and willing properly to do the acts and 
perform the services proposed at Docket No. G—2049 and to con- 
form to the provisions of the Natural Gas Act and the require- 
ments, rules and regulations of this Commission thereunder. 

(11) The proposed operations by Panhandle, described in the 
application in G—2049, are required by public convenience and 
necessity, and a certificate therefor should be issued upon the terms 
and conditions hereinafter contained in our accompanying order, 
which terms and conditions are reasonable and required by public 
convenience and necessity. 

(12) Findings (1) through (6) and Finding (9) of the Presiding 
Examiner’s decision issued June 12, 1953 in Docket No. G—2050 are 
reasonable, fully supported by the record herein and are hereby 
adopted. 

(13) The record shows that Citizens, Michigan Gas and South- 
eastern Michigan do not desire gas from Panhandle under its inter- 
ruptible rate schedules under the facts and circumstances here 
involved. 

(14) Panhandle should not be required to sell natural gas to Citi- 
zens, Michigan Gas and Southeastern Michigan so that such com- 
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panies may render the service within their particular franchise 
areas, proposed to be rendered by Panhandle at Docket Nos. G—2049 
and G-2050 and being rendered by Panhandle to Mueller. 

(15) It is necessary in the public interest that Panhandle be 
ordered to sell and deliver up to 2,200 Mcf of natural gas to Citi- 
zens Gas Fuel on an interruptible basis as provided in its Rate 
Schedule I-1 for resale to the Bridgeport Brass Company. 

(16) The service referred to in Finding (15) above will place 
no undue burden on Panhandle. 

(17) Section 6.1(b) of Panhandle’s “G” and “LS” rate schedules, 
and Section 5.1(b) of its “SG” rate schedules do not permit the sale 
of excess gas to Panhandle’s buyers being served through Pan- 
handle-operated flow control valves in disregard of its interruptible 
Rate Schedules I-1, I-2 and I-3. 

(18) The purpose of Sections 6.1(b) of Panhandle’s “G” and 
“LS” rate schedules and 5.1(b) of its “SG” rate schedule is to pro- 
vide that no penalty charges will be made by Panhandle for over- 
runs of gas to those customers who exercise no control over deliv- 
eries to themselves, because of Panhandle’s control and operation of 
flow control valves at such customers’ delivery points. 

(19) The deliveries Panhandle has made under the purported 
authority of Sections 6.1(b) of its “G” and “LS” rate schedules, are 
discriminatory as to those resale customers who have not been 
afforded an opportunity to purchase such excess gas. 

(20) Section 7 of Panhandle’s interruptible Rate Schedules I-1, 
I-2 and I-3 should be modified, revised and changed, as provided 
in Appendix A. 

(21) Cancellation of Panhandle’s interruptible rate schedules 
would result in undue prejudice and disadvantage to its resale 
customers. 

(22) Panhandle’s maintenance of priorities of service for its direct 
sale customers, different from those set forth in its filed tariff and 
rate schedules, is unjust, unreasonable, unduly discriminatory, pref- 
erential and unlawful. 

(23) Panhandle, by reason of its transportation of natural gas in 
interstate commerce for ultimate delivery to Mueller through the 
facilities of Southeastern Michigan without having first obtained a 
certificate for such transportation, has continuously violated the 
Natural Gas Act since November 15, 1951. 

(24) From November 15, 1951 until such time as Section 1 (c) 
of the Natural Gas Act was made effective, Southeastern Michigan 
continuously violated the provisions of Section 7 of the Natural Gas 
Act by its failure to obtain prior authorization from this Commis- 
sion, to engage in the transportation to Mueller of natural gas in 
interstate commerce. 
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(25) The transportation of natural gas by Southeastern Michigan 
from its point of delivery by Panhandle to Mueller in Port Huron, 
Michigan, is a transportation taking place wholly within the State 
of Michigan of natural gas to be consumed entirely within the state. 

(26) Upon a showing that the Michigan Public Service Commis- 
sion has regulatory jurisdiction over rates and service of Southeast- 
ern Michigan and its facilities, and is exercising such jurisdiction 
then under the provisions of Section 1 (c) of the Act, we are with- 
out jurisdiction in regard to the service performed by Southeastern 
Michigan in transporting gas to Mueller and the rates being charged 
for such service. 

(27) Dependent upon the showing referred to in Finding (26) 
above, the transportation described in Finding (25) above may not 
be subject to the jurisdiction of this Commission, pursuant to Section 
1 (c) of the Natural Gas Act. 

(28) Those questions raised in Docket No. G-2091, denominated 
by subsections (b), (c), (f), (g), and (h) of Finding (3) of our 
order issued on November 21, 1952, have either been decided by us 
in our order issued October 23, 1953 in Docket No. G-2047 affirming 
the Presiding Examiner’s decision issued August 13, 1953, or by this 
opinion and order, or are moot. 

The Commission orders: 

(A) The Disclaimers of Jurisdiction applied for at Docket Nos. 
G-2035, G-2049 and G-2050 be and the same are hereby denied. 

(B) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Panhandle to operate its facilities 
as hereinbefore described, all as more fully set forth in its applica- 
tion in Docket No. G-2035, for the transportation and delivery of 
natural gas as therein set forth upon the terms and conditions of 
this order. 

(C) The certificate issued in paragraph (B) above shall be ac- 
cepted in writing, and under oath, by a responsible official of Pan- 
handle, and the general terms and conditions set forth in paragraphs 
1 and 5 of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach 
to the issuance of the certificate granted in paragraph (B) hereof 
and to the exercise of the rights granted thereunder. 

(D) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Panhandle to operate its facilities 
as hereinbefore described, all as more fully described in its applica- 
tion in Docket No. G-2049, for the transportation of natural gas as 
therein set forth upon the terms and conditions of this order. 

(E) The certificate issued in paragraph (D) above shall be ac- 
cepted in writing, and under oath, by a responsible official of Pan- 
handle, and the general terms and conditions set forth in paragraphs 












wae esr lr 


rPRarPP +: Ww w& 





PANHANDLE EASTERN PIPE LINE COMPANY, ET AL. 321 


1 and 5 of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach 
to the issuance of the certificate granted in paragraph (D) hereof 
and to the exercise of the rights granted thereunder. 

(F) There shall attach to the issuance of a certificate granted in 
paragraph (D) hereof and to the exercise of the rights granted 
thereunder a condition that there be filed with this Commission a 
certificate from the Illinois Commerce Commission in the form and 
context provided by Order No. 173. 

(G) Panhandle’s application for a certificate of public convenience 
and necessity as applied for at Docket No. G-2040 be and the same is 
hereby denied. 

(H) A certificate of public convenience and necessity be and the 
same hereby is issued authorizing Panhandle to construct the facili- 
ties hereinbefore described all as more fully described in the appli- 
cation at Docket No. G-2048, for the transportation of natural gas 
in interstate commerce as provided in paragraph (K) below, upon 
the terms and conditions of this order. 

(I) The general terms and conditions set forth in paragraph 5 
of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (H) above and to 
the exercise of the rights granted thereunder. 

(J) There shall attach to the issuance of the certificate granted 
in paragraph (H) above and to the exercise of the rights granted 
thereunder, a condition that no charges shall be made by Panhandle 
to Citizens Gas Fuel, Bridgeport, or any other customer of Citizens 
Gas Fuel for the cost of the construction of the facilities authorized 
in paragraph (H) above; and provided, however, that any payments 
heretofore made to Panhandle in relation to the cost of such facilities 
shall not be refunded but shall be recorded on the books of Pan- 
handle as a Contribution in Aid of Construction, Account No. 265 
of the Uniform System of Accounts Prescribed for Natural Gas 
Companies. 

(K) Panhandle shall sell and deliver up to 2200 Mcf of natural 
gas to Citizens Gas Fuel for resale to Bridgeport Brass Company 
and shall execute a service agreement with Citizens Gas Fuel pro- 
viding for such delivery subject to rate schedule I-1, of its FPC 
Gas Tariff, Original Volume No. 1, as modified by Appendix A 
hereof. 

(L) The issuance of the certificates granted in paragraphs (B), 
(D), and (H) hereof and to the exercise of the rights granted there- 
under shall be conditioned on the service of natural gas thereunder 
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solely on an interruptible service basis as provided in Section 16.3 of 
the General Terms and Conditions of Panhandle’s FPC Gas Tariff, 
Original Volume No. 1. 

(M) Panhandle shall render no service to either its direct or resale 
customers under classifications of service not provided for in Sec- 
tion 16 of the General Terms and Conditions of its FPC Gas Tariff, 
Original Volume No. 1. 

(N) First Revised Tariff Sheet Nos. 28, 30 and 32 of Panhandle’s 
FPC Gas Tariff, Original Volume No. 1, as set forth in Appendix 
A hereof, are hereby made effective on July 28, 1954, to be thereafter 
observed and in full force and effect. 

(O) The prescribed sheets described in paragraph (N) hereof, all 
appearing in Appendix A of this order, are hereby directed to be 
inserted by the Secretary of the Commission in Panhandle Eastern 
Pipeline Company’s FPC Gas Tariff, Original Volume No. 1. 

(P) The proposed cancellation of Panhandle’s interruptible rate 
schedules I-1, I-2, and I-3, filed on December 15 and 28, 1953, and 
set forth in First Revised Sheet Nos. 1, 27, 41 and 43-E of Pan- 
handle’s FPC Gas Tariff, Original Volume No. 1, be and the same 
hereby is disallowed and denied. 

(Q) Panhandle shall make no sales of excess gas under its inter- 
pretation of Section 6.1(b) of its “LS” and “G” rate schedules or 
Section 5.1(b) of its “SG” rate schedule, and such provisions shall 
only be applicable as exceptions to charges for overruns of contract 
demands at points at which Panhandle maintains and operates flow 
control valves. 

(R) Panhandle shall not use its facilities to transport and deliver 
natural gas in interstate commerce to Mueller without having first 
obtained appropriate authorization pursuant to Section 7 of the 
Natural Gas Act; provided, however, that the specifically adopted 
provisions of this paragraph are without prejudice to the rights of 
Southeastern Michigan to purchase from Panhandle natural gas for 
resale to Mueller either under Panhandle’s interruptible rate sched- 
ule, as amended herein, or under its presently authorized contract 
demand. 

(S) Findings of the Presiding Examiner in these proceedings not 
specifically adopted are rejected. 

(T) Exceptions filed with respect to the Presiding Examiner’s 
Decisions in these proceedings which are inconsistent with our action 
herein be and the same are hereby denied. 

Chairman Kuykendall stated that he concurs in the result, but that 
he is not convinced that the transportation for hire by the distrib- 
uting companies, as set forth in this opinion, is or was transportation 
in interstate commerce. Commissioner Stueck not participating. 
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PANHANDLE EASTERN PIPE LINE Co. 
FPC Gas Tariff—Original Volume No. 1 


[First Revised Sheet No. 28] 


RATE SCHEDULE I-1 (Continued) 


Interruptible Service—Eastern Zone 


7. PROCEDURE FOR OFFERING AND CURTAILING GAS 


UNDER THIS RATE SCHEDULE 


Whenever Seller has gas available for sale in excess of that necessary 
to meet the firm, annual, and interruptible contract volumes, which 
Seller has been authorized to deliver in specific dockets, it shall offer 
not less than 20% of such gas to Buyers which own or control storage 
facilities for injection into storage as a part of such Buyer’s regular 
storage program. The volume of gas determined to be available for 
storage requirements under the I schedules shall be divided among 
Buyers owning or controlling storage, and willing to contract for such 
gas, in proportion to the firm contract demands of those requesting 
such gas. 

Not less than one-half of the excess gas, remaining after the execution 
of contracts with Buyers owning or controlling storage facilities, shall 
be offered for contract on a non-discriminatory basis to all of its Buyers. 
The service agreement shall specify the maximum daily volumes for 
such interruptible service. All gas sold on an interruptible basis to 
both direct and resale customers may be interrupted at any time and 
in any amount in the sole discretion of Seller but only after reasonable 
notice to Buyers and direct customers and upon a non-discriminatory 
and non-preferential basis. On any day for which Seller has ordered 
curtailment of service, in whole or in part, under this rate schedule, all 
gas taken by a Buyer in excess of the reduced volume provided for under 
curtailment orders, shall be considered as delivered under Seller’s appli- 
cable firm rate schedule. 


. MEASUREMENT BASE 


Refer to Section 3 of the General Terms and Conditions. 


. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate schedule 
and are hereby made a part hereof. 





Prescribed by Federal Power Commission in Opinion No. 274 and accompanying Order. 


Effective: July 28, 1954 
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PANHANDLE EASTERN PIPE LINE CoO. 
FPC Gas Tariff—Original Volume No. 1 


[First Revised Sheet No. 30] 


RATE SCHEDULBD I-2 (Continued) 
Interruptible Service—Central Zone 


PROCEDURE FOR OFFERING AND CURTAILING GAS 
UNDER THIS RATE SCHEDULE 


Whenever Seller has gas available for sale in excess of that necessary 
to meet the firm, annual, and interruptible contract voiumes, which 
Seller has been authorized to deliver in specific dockets, it shall offer 
not less than 20% of such gas to Buyers which own or control storage 
facilities for injection into storage as a part of such Buyer’s regular 
storage program. The volume of gas determined to be available for 
storage requirements under the I schedules shall be divided among 
Buyers owning or controlling storage, and willing to contract for such 
gas, in proportion to the firm contract demands of those requesting 
such gas. 

Not less than one-half of the excess gas, remaining after the execution 
of contracts with Buyers owning or controlling storage facilities, shall 
be offered for contract on a non-discriminatory basis to all of its Buyers. 
The service agreement shall specify the maximum daily volumes for 
such interruptible service. All gas sold on an interruptible basis to 
both direct and resale customers may be interrupted at any time and 
in any amount in the sole discretion of Seller but only after reasonable 
notice to Buyers and direct customers and upon a non-discriminatory 
and non-preferential basis. On any day for which Seller has ordered 
curtailment of service, in whole or in part, under this rate schedule, all 
gas taken by a Buyer in excess of the reduced volume provided for under 
curtailment orders, shall be considered as delivered under Seller’s appli- 
cable firm rate schedule. 


. MEASUREMENT BASE 


Refer to Section 3 of the General Terms and Conditions. 


. GENERAL TERMS AND CONDITIONS 


Prescribed by Federal Power Commission in Opinion No. 274 and accompanying Order. 





The General Terms and Conditions are applicable to this rate schedule 
and are hereby made a part hereof. 





Effective: July 28, 1954 
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PANHANDLE EASTERN PIPE LINE Co. 
FPC Gas Tariff—Original Volume No. 1 


[First Revised Sheet No. 32] 


| RATE SCHEDULE I-3 (Continued) 


Interruptible Service—Western Zone 


7. PROCEDURE FOR OFFERING AND CURTAILING GAS 
UNDER THIS RATE SCHEDULE 
: 
' 


Whenever Seller has gas available for sale in excess of that necessary 
to meet the firm, annual, and interruptible contract volumes, which 
Seller has been authorized to deliver in specific dockets, it shall offer 
not less than 20% of such gas to Buyers which own or control storage 
facilities for injection into storage as a part of such Buyer’s regular 
storage program. The volume of gas determined to be available for 
storage requirements under the I schedules shall be divided among 
Buyers owning or controlling storage, and willing to contract for such 
gas, in proportion to the firm contract demands of those requesting 
such gas. 

Not less than one-half of the excess gas, remaining after the execution 
of contracts with Buyers owning or controlling storage facilities, shall 
be offered for contract on a non-discriminatory basis to all of its Buyers. 
The service agreement shall specify the maximum daily volumes for 
such interruptible service. All gas sold on an interruptible basis to 
both direct and resale customers may be interrupted at any time and 
in any amount in the sole discretion of Seller but only after reasonable 
notice to Buyers and direct customers and upon a non-discriminatory 
and non-preferential basis. On any day for which Seller has ordered 
curtailment of service, in whole or in part, under this rate schedule, all 
gas taken by a buyer in excess of the reduced volume provided for under 
curtailment orders, shall be considered as delivered under Seller’s appli- 
cable firm rate schedule. 


. MEASUREMENT BASE 
Refer to Section 3 of the General Terms and Conditions. 
. GENERAL TERMS AND CONDITIONS 


The General Terms and Conditions are applicable to this rate schedule 
and are hereby made a part hereof. 





Prescribed by Federal Power Commission in Opinion No. 274 and accompanying Order. 
Effective: July 28, 1954 
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Syllabus 






. Commission denies petition to reopen upon finding that decision will be 


equitable to all concerned. P.330. 
2. Only “net cost” of borrowed funds used for construction purposes may be 


included as interest during construction. P. 335. 
Commitment fee in this case is properly a construction cost to be capitalized 
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during the period of construction. P. 337. 
Commission concludes that a 6 percent rate of return is proper. P. 3438. 
Uniform straight rate for all customers does not create an unduly discrimina- [ 
tory rate situation in this case, even though there are differences in service 


rendered by seller to its various customers. P. 346. 

6. Natural gas company may not charge or accept any rate other than the filed 
rate which is effective in accordance with the requirements of Section 4 
of the Natural Gas Act. P. 348. 

. No esealator provision in the gas purchase contract between Phillips and 
Michigan-Wisconsin can now effect an automatic change in the price which 
Phillips may charge. (But see Opinion No. 275-A) P. 349. 

8. Commission recognizes as valid cost of gas purchased a change in rate made 
prior to Court of Appeals determination in the Phillips case. P. 349. 

9. State minimum well-head price represents costs which may be properly con- 
sidered in determining Michigan-Wisconsin’s cost of service. P. 350. 

10. Commission deducts 80 percent of Federal income tax from gross working 
capital based on the average available accruals. Pp. 353, 366. 

11. Operating expenses adjusted to exclude cost of pumping more gas to storage 
than was required for the purposes of actual sales volumes experienced 
during test period. P. 355. 

12. Rate case expenses have been amortized over a three-year period. P. 357. 

13. Commission finds no reason to include minimum bank balances in working 
capital requirements. P. 365. 

14. Cost of stenographic transcript of proceedings in a docket involving another 
company treated as a non-recurring expenditure. P. 371. 

15. Commission under Section 4 of the Natural Gas Act determines the just and 
reasonable rates for Michigan-Wisconsin. P. 374. 


“] 


Commissioner Diesy concurs. 
Commissioners SmirH and Strvurck not participating. 
Donald R. Richberg, Charles V. Shannon, and Robert E. May for 


Michigan-Wisconsin Pipe Line Co. 
Albert J. Feigen for the staff of the Federal Power Commission. 


*Designated Commission Opinion No. 275. See also Opinion No. 275—A, infra, p. 474, 
and order clarifying statements in Opinion No. 275, infra, p. 379. 








y 
> 


lL. 





MICHIGAN-WISCONSIN PIPE LINE COMPANY 


By THe ComMMISSION : 
OPINION 


Michigan-Wisconsin Pipe Line Company (Michigan-Wisconsin) 
has filed a proposed change in rates in each of the two dockets 
presently before us, whereby it seeks to increase its rates and charges 
by more than $7,500,000 per year. The Commission, therefore, is 
here concerned with the determination and prescription for the fu- 
ture of just and reasonable rates for sales of natural gas for resale 
in interstate commerce, and the disposition of funds collected under 
bond during the period that Michigan-Wisconsin’s rates have been 
contingently effective pursuant to the provisions of Section 4(e) of 
the Natural Gas Act. 

Hearing was commenced in Docket No. G-1678 on November 27, 
1951. The Commission by order issued July 10, 1952, consolidated 
the proceeding in Docket No. G—-1678 with the proceeding in Docket 
No. G-—1996, and thereafter hearing was held for 43 days in the 
consolidated dockets, concluding on May 28, 1953. 

Upon oral motion by Staff Counsel during the course of the hear- 
ing, and concurrence therein by all parties, the intermediate deci- 
sion procedure has been waived in accordance with Section 1.30 of 
the Rules of Practice and Procedure. 

Briefs were filed by Michigan-Wisconsin, Michigan Consolidated 
Gas Company (Michigan Consolidated), the Public Service Com- 
mission of Wisconsin, the Michigan Public Service Commission, the 
City of Milwaukee, Wisconsin, the City of Detroit, Michigan, the 
County of Wayne, Michigan, Wisconsin Public Service Corpora- 
tion, and Commission Staff Counsel. Michigan-Wisconsin and Mich- 
igan Consolidated also filed reply briefs. On February 18, 1954, 
the Commission heard oral argument by each of the above-named 
parties and Milwaukee Gas Light Company respecting the issues 
in these proceedings. 

Background of the proceedings.—Michigan-Wisconsin, a wholly- 
owned subsidiary of American Natural Gas Company, owns and 
operates a natural-gas transmission pipe line of 22-inch and 24-inch 
diameter approximately 1150 miles in length, transporting natural 
gas through 10 States from a point in Hansford County, Texas, 
to the terminus at Austin Storage Field in western Michigan, and 
lesser size pipe lines running to several cities and communities. 

In conjunction with its pipeline system Michigan-Wisconsin op- 
erates under lease from its affiliate Michigan Consolidated, four 
storage fields in Michigan. 

Michigan-Wisconsin purchases its supply of natural gas from 
Phillips Petroleum Company! and sells all of its gas for resale to 


1 There is fractional part of 1% which Michigan-Wisconsin purchases from Stanolind. 
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16 pipeline and distribution companies which serve some 40 cities 
and towns in the States of Missouri, Iowa, Wisconsin and Michigan. 
The record indicates that on the basis of Michigan-Wisconsin’s de- 
signed system sales capacity of 110,595,000 Mcf annually, approxi- 
mately 57.2 per cent of the total sales will be made to Michigan 
Consolidated for resale in the Detroit, Michigan, area, and 20.3 
per cent of total sales will be made to another affiliate, Milwaukee 
Gas Light Company, for resale in the Milwaukee, Wisconsin, area. 

On March 30, 1951, Michigan-Wisconsin submitted for filing First 
Revised Sheet No. 5 (comprising its Rate Schedule G—1) to its FPC 
Gas Tariff, Original Volume No. 1, proposing to increase its straight 
rate for the sale of natural gas for resale from 28¢ per Mcf to 31144 
per Mcf, resulting in an increase of approximately $3,771,755 or 
1214%, based upon estimated sales during the 12 months ending 
March 31, 1952. This proposed increase was suspended by Commis- 
sion order issued April 25, 1951, in Docket No. G—1678. 

Upon motion of Michigan-Wisconsin and at the expiration of the 
period of suspension of five months, as provided in Section 4(e) of 
the Act, the increased rates proposed in Docket No. G—1678 were 
made effective as of October 1, 1951, under bond subject to refund 
by Michigan-Wisconsin of all increased charges which the Commis- 
sion might find not justified. Hearings in that docket were com- 
menced on November 27, 1951, and upon conclusion of the presen- 
tation of Michigan-Wisconsin’s direct evidence were recessed on 
November 29, 1951, until further order of the Commission. 

On June 11, 1952, Michigan-Wisconsin submitted for filing Sec- 
ond Revised Sheet No. 5 to its FPC Gas Tariff, Original Volume 
No. 1, proposing to increase its straight rate of 3114¢ per Mcf in 
effect under bond to 35¢ per Mcf. This proposal, amounting to an 
increase of approximately $3,871,000, or 11.1%, over the charges 
being collected under bond, based on estimated sales for the 12-month 
period ending July 31, 1953, was suspended by Commission order 
issued July 10, 1952, in Docket No. G—-1996. That order also con- 
solidated the two dockets for the purpose of hearing and set the 
date of such consolidated hearing for September 16, 1952. The date 
of the consolidated hearings was advanced by Commission order and 
actually commenced on September 8, 1952. 

By Commission order issued January 7, 1953, the rate increases 
proposed in Docket No. G—1996 were made effective as of Decem- 
ber 12, 1952, under bond and subject to refund of such increased 
charges found by the Commission not justified. 

Petition to reopen proceedings——On June 14, 1954, the City of 
Detroit, Michigan, intervener, filed a petition to reopen the proceed- 
ings to take additional evidence on three issues. Michigan-Wisconsin 
and Wisconsin Fuel and Light Company, an intervener, on June 24, 
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1954, each filed a response to the petition together with a request that 
such petition be denied. 

The three issues on which the City of Detroit urges further evi- 
dence be taken are (1) the volume of sales of Michigan-Wisconsin 
which should be used in determining the costs of service; (2) the 
reasonableness of the price of gas purchased by Michigan-Wisconsin 
from Phillips; and (3) the refunds Michigan-Wisconsin may receive 
by reason of the recent invalidation by the United States Supreme 
Court of the Texas Gas Gathering Tax. 

The Texas Gas Gathering Tax issue is fully resolved, we believe, 
by our determination herein disallowing completely the amounts 
claimed by the Company in its cost of service in each docket for 
such tax. 

The volume of sales issue now raised by the City of Detroit is 
based upon the fact that the sales volume experienced during the 
calendar year 1953 was greater than 110,595,000 Mcf claimed by the 
Company for the test year in these proceedings. 

It is a matter of record that the Michigan-Wisconsin system has 
an estimated designated capacity of 110,595,000 Mcf on an annual 
basis. As we have recently stated, we must not confuse actual sales 
with capacity of a pipeline, because they are not synonymous (/n the 
Matter of Panhandle Eastern Pipe Line Co., et al., Docket No. 
G-1116, et al., Opinion No. 269, issued April 15, 1954, 13 F. P. C. 53). 
Whether the increased sales volume experienced in 1953 was temporary 
or could consistently be maintained in the future would, of course, 
be a matter for consideration in a proceeding involving a different test 
year than herein adopted. 

We are mindful, however, that in this period of changing condi- 
tions in the natural gas industry numerous situations may arise 
which could cast an aura of doubt whether rates being fixed for the 
future can be fixed with confidence that the facts on which the deci- 
sion is based will remain the same for any great length of time. 
Thus, there frequently may be a temptation to reopen a proceeding 
after the record has been closed, so that evidence of alleged changed 
conditions may be received. However, the additional delay caused 
by such procedure no doubt will provide time in which further 
changes will occur, with the result that seemingly good reasons exist 
to again reopen the case. That is the kind of situation we now have 
before us. 

Thus, we take note of a number of events which have occurred 
since the conclusion of these proceedings, including the imposition 
of a gas production tax by the State of Texas, a portion of which 
may be payable by Michigan-Wisconsin. Since these facts are not 
in this record, we do not base our decision on them. Moreover, we 
have no reason to believe that receipt in evidence of these and other 
468918—61——24 
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relevant facts at a subsequent date would enable us to render a deci- 
sion any more equitable to all concerned. 

We have given effect in this opinion to the recent decision in the 
Phillips case and have adjusted the unit price to be paid by Michi- 
gan-Wisconsin for gas purchased to accord with that decision and 
the rates and charges which may be lawfully collected by Phillips. 
In that regard, we wish to point out that in determining the cost 
of gas purchased by Michigan-Wisconsin in Docket No. G-1996 we 
have excluded $143,930 representing the disallowance of increased 
costs attributable to the minimum wellhead price established by the 
Oklahoma Commission.2, The gas produced in the State of Okla- 
homa and delivered by Phillips to Michigan-Wisconsin as a part of 
the latter’s gas supply amounted to 6,161,368 Mcf during the test pe- 
riod here in question. A part of this gas was produced by Phillips and 
a part was purchased from others but the record does not show the 
relative volumes. To the extent that a portion of this gas was pro- 
duced by Phillips, there is no justification for attributing to such 
volume any increase above the established contract price by reason 
of the Oklahoma minimum wellhead price order in question. (/n 
the Matter of Northern Natural Gas Company, Opinion No. 228, 
issued June 11, 1952, 11 F. P. C. 123, affirmed in Northern Natural 
Gas Co. v. F. P. C., 206 F. 2d 690, cert. den. 346 U. S. 922, rehearing 
denied 74 S. Ct. 862.) To the extent that the minimum price 
requirements of the Oklahoma order may properly be reflected in 
the price at which gas is sold by Phillips to Michigan-Wisconsin 
(gas purchased by Phillips for resale) and disallowed by our action 
herein, this element of cost to Michigan-Wisconsin is offset by the 
increased sales and revenue that Michigan-Wisconsin may realize 
above the estimates for the test year in question. 

For the foregoing reasons and in view of the fact that this order 
brings about a substantial reduction in the rates now being collected 
under bond, we deem it in the public interest to deny the petition 
to reopen. 

Issues common to both dockets—There are present in these con- 
solidated proceedings five major issues, in addition to the question 
of proper test period, which are common to both dockets. These 
are: (1) the Staff’s proposed elimination from the rate base of 
$1,819,065 pertaining to pipe and plate transactions; (2) the Staff’s 
proposed reduction of $540,601 in the amount of interest during 
construction capitalized; (3) the rate of return; (4) the rate form 
or differential in rates; and (5) the Phillips decision and its effect 
on the escalator clause provisions in Michigan-Wisconsin’s gas pur- 
chase contracts. 


2 2.33601475¢ X 6,161,368 Mcf @ 14.735 psia = $143,930. 
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We believe that more orderly presentation will result if we dispose 
of the question of the proper test period and the five major issues 
before proceeding to the separate discussion under each of the 
dockets. 

Our determination on these major issues will, of course, be equally 
applicable to each docket. 

Test period.—On the basis of the record and briefs before us, there 
does not appear to be any serious disagreement between the parties 
with respect to the test period to be used in each of these dockets. 

Both Michigan-Wisconsin and the Staff used the 12-months period 
ended April 30, 1952, adjusted for changes to reflect estimated annual 
sales of 110,595,000 Mcf, as the test period in Docket No. G-—1996. 
We adopt such test period in determining the reasonableness of the 
increased rates and charges for the future under consideration in 
that docket. 

Similarly, the evidence adduced in the consolidated hearing indi- 
cates that the 12-months ending April 30, 1952, of actual experience, 
is the proper basis for determining the lawfulness of the rates and 
charges under consideration in Docket No. G-1678, and we so find. 

Pipe and plate adjustment.—The Staff proposes an adjustment to 
Michigan-Wisconsin’s gas plant in service to reflect its contention 
that this element of the rate base is overstated in the amount of 
$1,819,065. This amount represents additional cost, principally 
freight charges, which Michigan-Wisconsin incurred in 1950 in order 
to replace approximately 38,400 net tons of 24-inch pipe borrowed 
in 1949 from Southern Natural Gas Company. 

The proposed adjustment seems to be predicated on the fact that 
the pipe returned to Southern Natural Gas Company was approxi- 
mately equivalent to the 37,800 net tons of pipe used by Michigan 
Consolidated in the construction of its Austin-Detroit line. The 
Staff and some of the intervenors contend that the construction of 
the Austin-Detroit line was made possible only because Michigan- 
Wisconsin relinquished its right to the pipe used in that line. They 
further contend that because of the release of that pipe Michigan- 
Wisconsin is burdened with increased costs while Michigan Consoli- 
dated reaped savings by being enabled to use storage facilities at an 
earlier date than would have been possible had not the pipe in ques- 
tion been diverted to use by Michigan Consolidated. For these rea- 
sons, they argue that Michigan Consolidated should bear the cost 
incurred by Michigan-Wisconsin in borrowing some pipe one year 
after construction of the Austin-Detroit line. 

These contentions, which we feel are not supported by the record, 
are based upon various events and transactions involving Michigan- 
Wisconsin, Michigan Consolidated and the latter’s subsidiary, Austin 

Field Pipe Line Company. 
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By order issued November 30, 1946, in Docket No. G-669, we 
granted Michigan-Wisconsin’s application for a certificate of public 
convenience and necessity to construct and operate a transmission 
pipe line approximately 810 miles in length and certain other appur- 
tenant facilities for the transportation of natural gas from Texas 
and the sale for resale of natural gas in Missouri, Iowa, Wisconsin 
and Michigan. 

Among other things that order provided that Michigan-Wisconsin 
obtain approval of its proposed financing plans from the Securities 
and Exchange Commission and that the construction of the facilities 
authorized be commenced not later than January 1, 1948. 

On November 13, 1947, in consolidated proceedings in Docket Nos. 
G-834, G-839 and G-—918, we issued our order granting a certificate 
of public convenience and necessity to Austin Field Pipe Line Com- 
pany to construct, among other things, a 26-inch or 24-inch pipe line, 
approximately 140 miles in length, extending from the Austin storage 
field to a point at or near Detroit, Michigan, and a certificate to 
Michigan Consolidated to operate those facilities. That order indi- 
cates on its face that the authorized line was to be constructed at the 
earliest possible date and that Michigan Consolidated would operate 
those facilities pending completion by Michigan-Wisconsin of the 
pipe-line project authorized in Docket No. G-669. 

While the events leading to the issuance of the aforementioned 
certificates were taking place, various transactions were being made 
with respect to the acquisition of steel pipe to construct the proposed 
systems. 

The record shows that Michigan-Wisconsin, at the time it was 
granted a certificate in Docket No. G-669, had on order approxi- 
mately 814 miles of 26-inch pipe with the A. O. Smith Corporation. 
In contemplation of the Austin-Detroit line, that order was revised 
upward to 950 miles. By letter dated March 27, 1947 (Item O), the 
A. O. Smith Corporation acknowledged the revised order and advised 
Michigan-Wisconsin that it would not be able to make delivery of 
pipe from its own steel plate prior to September, 1952. Such a time- 
table, of course, would not satisfy the condition in Docket No. G-669 
that construction of the facilities there authorized be commenced not 
later than January 1, 1948, and moreover would completely defeat 
the proposed plans, fully spread on the record in the later consoli- 
dated proceedings in Docket Nos. G-834, G-839 and G-918 (Item M 
in these proceedings), to construct the Austin-Detroit line at the 
earliest possible date and to operate that line pending construction 
of the Michigan-Wisconsin system. 

Efforts to secure steel plate led to negotiation of an agreement 
(Item S) with Stupp Bros. Bridge & Iron Company (Stupp Bros.) 
and Granite City Steel Company (Granite City) providing for the 
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production of plate to be shipped to A. O. Smith for fabrication into 
finished pipe. That agreement provided that the first 34,200 net tons 
were to be used by the Austin Field Pipe Line Company. 

As shown by the testimony of Michigan-Wisconsin’s witness who 
participated in the negotiations, the aforementioned agreement was 
consummated only after Michigan Consolidated had agreed to take 
and pay for the first 34,200 net tons (Exhibit 167). The witness 
testified (T. 4487-4489) that in order to enter into the agreement 
it was necessary for Stupp Bros. to advance up to $5,000,000 for 
the purchase of steel scrap and pig iron by Granite City. In order 
to obtain a line of bank credit in that amount Stupp Bros. needed 
a firm order for the plate from a financially responsible company. 
The banks were not satisfied as to the ability of Michigan-Wisconsin, 
whose financing had at this time not yet been approved and insisted 
that Michigan Consolidated, having an excellent credit rating, agree 
to take and pay for the first 34,200 tons. 

We note further, from the record, that at the time of consum- 
mation of the Stupp Bros. agreement Michigan-Wisconsin not only 
did not have any funds to purchase any pipe (Exhibit 196, T. 4361- 
62) but also that the application before the Securities and Exchange 
Commission of its parent American Natural Gas Company to use 
its resources and credit to provide the common stock equity of 
Michigan-Wisconsin was being opposed by several of the parent’s 
stockholders (T. 4909-10). Indeed, opposition to the financing plan 
was also being made by Panhandle Eastern Pipe Line Company on 
the ground, among other, that it then had pending an appeal to 
review and set aside Michigan-Wisconsin’s certificate in Docket 
No. G-669. 

Interim financing in the amount of $4,000,000 worth of common 
stock to enable Michigan-Wisconsin to meet the condition in its 
certificate requiring commencement of construction by January 1, 
1948, was approved by the Securities and Exchange Commission on 
November 19, 1947 (T. 3066). Thereafter, by order of December 31, 
1947 (T. 2994-96) that Commission authorized Michigan-Wisconsin 
to issue up to $25,000,000 of its common stock, and with the proceeds 
from that sale Michigan-Wisconsin went forward with the purchase 
of its plate and pipe. 

In mid-1948, there resulted considerable delay in the delivery of 
pipe to Michigan-Wisconsin because of accidents and breakdowns in 
Granite City’s mill and in the furnaces of its supplier of hot metal. 
Michigan-Wisconsin, looking around for other sources of pipe to 
use in the construction of its system, learned in November 1948 
that Southern Natural Gas Company was in a position to obtain 
pipe in 1949 which it would not need until 1950. Thereupon, the 
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two companies entered into an agreement for the exchange of 52,000 
tons of 24-inch pipe, later modified to 38,400 tons. Under that 
agreement Michigan-Wisconsin received 38,394 tons of 24-inch pipe 
in the months of May to August, 1949, and returned such tonnage 
to Southern Natural in the months of June to October, 1950. It was 
in this exchange of pipe, entered into for its own benefit, that 
Michigan-Wisconsin incurred actual costs (primarily freightage) 
in the amount of $1,819,065, and it is that amount that the Staff and 
some of the intervenors herein maintain should be deducted from 
Michigan-Wisconsin’s gas plant in service. 

Neither the Staff nor the intervenors urging this adjustment sug- 
gest that the amount of $1,819,065 was not an actual cost incurred 
in the exchange of pipe referred to above. They do assert that 
such cost arose because Michigan-Wisconsin relinquished its right 
to pipe on order so that the Austin-Detroit line could be built first, 
and that by such release of pipe Michigan-Wisconsin’s customers 
are paying higher rates while Michigan Consolidated profited be- 
cause it was enabled to use storage facilities at an earlier date than 
would have otherwise been possible. It is for those reasons that 
the Staff and those intervenors propose this adjustment to Michigan- 
Wisconsin’s gas plant. 

We find, from the facts of record that the correctness and reason- 
ableness of the proposed adjustment has not been established. The 
proposed reduction in Michigan-Wisconsin’s gas plant in service 
accounts by the amount of $1,819,065.26, therefore, is rejected. 

Interest during construction—The record shows that Michigan- 
Wisconsin has included in its claimed cost of plant the amount of 
$3,850,656.47 for interest during construction, and that such amount 
was derived through application of a rate of 6% to all expenditures 
during the construction period (Exhibit 185). 

The Staff proposes that the amount of interest during construc- 
tion capitalized by Michigan-Wisconsin be reduced by $540,601. 
The Staff’s proposed adjustment relates to two elements in the 
Company’s claimed amount of interest during construction. One 
element relates to the application effected by the Company of the 
rate of 6% to all construction expenditures and the second to the 
inclusion as interest during construction of all of the $412,306 of 
commitment fees paid by the Company in connection with the 
issuance of $66,000,000 mortgage bonds. 

Michigan-Wisconsin commenced construction expenditures on its 
pipeline as early as August, 1945, and began initial operations of 
the system approximately November 1, 1949, although substantial 
construction, to bring the system to the estimated capacity, was not 
completed until a few years after commencement of operations. 
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The record shows (Exhibit 161) that in the initial stages of 
construction, from August 1945 to October 1948, the Company’s con- 
struction expenditures were financed by $22,000,000 of equity funds 
obtained from the issuance of common stock to the parent company, 
American Natural. 

Both the Company and the Staff have computed interest on the 
funds expended during that period at the rate of 6% on the cumula- 
tive monthly balances of expenditures, and from October 1948 until 
operations commenced on November 1, 1949, at the rate of 6% per 
annum on the total $22,000,000. The interest thus computed on 
equity funds and capitalized by the Company aggregates $1,970,- 
094.07. There is no disagreement between the Company and the 
Staff as to that portion of interest during construction capitalized. 

We find that the interest on equity funds used for construction as 
claimed by the Company is in accordance with our Gas Plant Ac- 
counts Instruction 5 of the Uniform System of Accounts, and our 
long-established policy to allow interest during construction at a 
“reasonable rate” upon a utility’s own funds when used for con- 
struction purposes. We, therefore, allow the $1,970,094.07, portion 
of claimed interest during construction as a proper charge to that 
account. 

Likewise, we adhere to the other provisions of Gas Plant Ac- 
counts Instruction 5, and our similarly long-established policy with 
respect to borrowed funds used for construction purposes, i.e., to 
include as interest during construction only the “net cost” of bor- 
rowed funds used for construction purposes. 

The record shows that Michigan-Wisconsin obtained $66,000,000 
of borrowed funds through the issuance of 20-year mortgage bonds 
bearing interest at a nominal rate of 35g% per annum sold at par 
to two insurance companies. The use for construction purposes 
of the borrowed funds thus obtained was begun in October 1948 
and the greater part of the $66,000,000 was expended prior to the 
commencement of operations, or during the period October 1948 
to October 1949. The expenditure of the proceeds from the bond 
issue continued, however, until September 1950. 

As a measure of the proper amount of interest to be capitalized 
on borrowed funds prior to commencement of operations, the Staff 
used the total amount of bond interest actually paid on the bonds 
outstanding in that period, plus the portion of the debt expense and 
the commitment fee stated to relate to this construction period. 

The construction expenditures made after the commencement of 
operations on November 1, 1949, and through July 31, 1951, were 
financed from (1) the remaining proceeds of the $66,000,000 bond 
issue, in the amount of $14,186,758.63, and (2) from the proceeds 
of $20,000,000 of bank loans bearing interest at 214% per annum. 
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The Staff computed interest during construction on the expendi- 
tures of the remaining proceeds of the bonds and the bank loans 
by calculating the effective interest rate applicable to each of those 
types of borrowed funds and applying the interest rate so deter- 
mined to those construction funds, after the commencement of op- 
erations, on the basis of the period during which they were actually 
expended. 

Michigan-Wisconsin argues that the methods used by the Staff in 
computing interest on debt funds before and after October 31, 1949, 
are inconsistent and that the Company’s application of 6% to all 
expenditures during the construction period is both reasonable and 
proper. 

We find no merit in the Company’s contentions. 

For the construction period prior to the commencement of opera- 
tions, the Staff used the total amount of interest actually paid on 
the outstanding bonds in the period, and for the period following 
commencement of operations, within which there was a commingling 
of proceeds from bonds and bank loans, the Staff used the effective 
interest rate applicable to each type of debt. We find that the 
method used by the Staff will properly provide the Company with 
net cost on its borrowed funds used for construction purposes, as 
contemplated by Gas Plants Instruction 5 to the Uniform System 
of Accounts and as consistently allowed by us in prior cases. 

Although we recognize the Staff’s adherence to our policy, and de- 
termine that the method outlined above with respect to capitalization 
of interest during construction on borrowed funds should be fol- 
lowed in these proceedings, we do not subscribe to the Staff’s treat- 
ment in its proposed adjustment of the $412,306 of commitment fees. 

The bond purchase agreement between Michigan-Wisconsin and 
the two insurance companies for the sale of $66,000,000 principal 
amount of bonds provided that the bonds would be dated Sep- 
tember 1, 1948, but that the 354% interest would be payable only 
from the date such bonds were issued. That agreement further 
provided that after the first draw-down of $12,000,000 of the prin- 
cipal amount at the time of signing of the agreement, an amount 
calculated at the rate of 1% per annum would be paid on the re- 
maining $54,000,000 principal amount of the bonds from October 1, 
1948, to the date such bonds were issued. 

Under that 1% provision Michigan-Wisconsin paid the insurance 
companies $412,306 which the Staff proposes be disallowed as a cap- 
ital cost of the construction period but be allowed as an amortizable 
cost of financing over the life of the bonds. Michigan-Wisconsin 
denotes the amount of $412,306 an interest charge and contends 
that it is a cost of construction, like labor and materials, to be cap- 
italized during the construction period. 
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The testimony of record (T. 4124-25) clearly indicates that the 
agreement between Michigan-Wisconsin and the two insurance com- 
panies was a firm agreement to borrow and a firm agreement to 
lend and not merely a stand-by credit agreement on the part of the 
insurance companies. The principal amount of $66,000,000 provided 
for by the bond purchase agreement was not drawn down in a total 
sum subject to the face interest rate of 354%, but was drawn down 
as the rate and volume of construction dictated. Unlike instances 
of commitment fees before us in other cases wherein the commitment 
charge was applied to the entire bond issues, the 1% charge here 
under discussion was paid only on the unused portion of the prin- 
cipal amount of bonds. 

Whether the 1% is termed a commitment fee by the Staff or an 
interest charge by the Company is unimportant. What is clear to us 
is that the amount of $412,306 paid by Michigan-Wisconsin for the 
privilege of having a single series of bonds dated as of September 1, 
1948 with face interest payable only from date of issuance as dic- 
tated by construction needs, in lieu of engaging in a number of bond 
financings in a rising bond market, is properly a construction cost 
to be capitalized during the period of construction. 

We conclude on the basis of the foregoing discussion that the 
amount of $3,850,656.47 claimed by the Company as interest during 
construction should be reduced by $153,133.80 as shown in the fol- 
lowing summary table. 


Summary of interest during construction as computed by company and as adjusted 
Aug. 1945 to Apr. 30, 1952 


Description Interest During Construction 























Period | | Company 
| Source offunds | Percompany | Per opinion over 
j | (under) 
From— To— | | | 
August 1945_._.__..-. Oct. 31,1949 | Common stock....| $1, 970,094.07 | $1, 970,094.07 |..._....-- 
October 1948__.._._... Oct. 31,1949 | Bonds 354¢%.-.--.-. 1, 429, 326. 92 11, 464,147.44 | ($34, 820. 52) 
November 1949. ____-- September Bonds 354%... ..-- 205, 301. 43 2 124, 633.08 | 80, 668. 35 
1950 | 
October 1950.........-| July 31,1951 | Notes 2449 - 207, 658. 16 | 100,372.19 | 107, 285. 97 
August 1951......._- Apr. 30,1952 | Common stock____| 38, 275. 89 | TE SO ccnetaanses 
We icsamatnes inbuameaaetbil a ae | 3, 850, 656. 47 | 3, 697, 522. 67 153, 133. 80 
1 Caleulated as follows: 
Interest on bonds to Oct. 31 1949. __.....-...-.--.-.----.---e cn adcunnuakedeabinn Gn aoe 
Commitment Fees—October 1948 to October 1949 hth aciabaa Mima’ ieee 412, 305. 56 
Amortization of bond expense, Sept. 1 1948 to Oct. 31, a tes hed 18, 435. 63 
ii a ca alla ea a all lal ---- 1,494,175. 22 
Less interest on U. S. treasury certificates to Oct. 31, 1949_______- én : 30, 027. 78 
Net interest paid on bonds for period 2 aks nme 1, 464, M7 44 
? Calculated at effective rate of 3.642 ane determined as follows: 
Principal amount of bonds___- ae a a al epeieaeeieaaecls 
I ee Se a eee dees 316, 039. 00 
PE EES snc cccciidunnintieabbnidimpatnduaiiaiebanactncndatinkadentaaadaaaee $65, 683, 961. 00 
Interest @ 354% on principal amount. -................-..------.---.---.--------- pi 2, 392, 500. 00 


Effective rate. Sehssostsae snake sn etic ecpetdpeathiand cnc tcc irae og tae ia andes cnet asada 
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Rate of return—The rate of return claimed by Michigan-Wis- 
consin is 6 per cent in Docket No. G—1678 and at least 614 per cent 
in Docket No. G-1996. The Company did not present any witnesses 
on the matter of rate of return in Docket No. G—1678 but its testi- 
mony and exhibits on cost of service in that docket are premised 
on a 6 per cent rate of return. 

The Staff suggests that a 534 per cent rate of return for the 
Company is fair and reasonable. Those of the intervenors who com- 
mented on this point in their briefs have either agreed with the Staff 
or taken the position that no more than a 6 per cent rate of return 
should be prescribed. 

There has been presented in this record for our consideration 
abundant evidence on the matter of rate of return, including yields 
on bonds of public utilities, railroads, industrials, as well as treas- 
ury bonds, data on public offerings of natural gas companies, 
earnings-price ratios of natural gas and electric common stocks, 
natural gas companies’ capitalization ratios, together with detailed 
information on the outstanding securities and earnings of Michigan- 
Wisconsin. 

As we heretofore have stated, the determination of a fair rate 
of return, in the final analysis, is a matter of informed judgment 
based upon consideration of numerous known and predictable ele- 
ments dealt with in the evidence of record. 

The capitalization of Michigan-Wisconsin at April 30, 1952, after 
giving effect to our adjustment for interest during construction 
capitalized, is as follows: 


Debt Amount Per cent 


ist mortgage pipe line bonds 3% percent, 
SRN schist ae ain ol te $63, 240, 000 
3 percent bank notes due July 1, 1953__- 20,000,000 $83,240,000 72.9 


Common equity: 
Common stock, $100 par, 250,000 


I fas gk 5 a et de a oi $25, 000, 000 
ee a RR a ees 4, 898, 000 
Impounded funds____...-.-------- 1, 182, 000 


$31, 080, 000 
Adjustment: 


Deduct: Disallowance of inter- 
est capitalized during con- 
SOW... o Gao oe a cee (153, 000) 


Common equity at Apr. 30, 1952 as adjusted___-_-- 30,927,000 27.1 


LE CRN ccs cuitiaweceweadnenemne<ime eae 114, 167,000 100.0 
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In September, 1948, Michigan-Wisconsin sold $66,000,000 prin- 
cipal amount of first mortgage bonds at par to two insurance com- 
panies. After deduction of $316,239 of bond expenses the net pro- 
ceeds to the Company were $65,683,761, or $99.52 per unit.* The 
amount of $63,240,000 first mortgage bond debt shown outstanding 
in the above table as of April 30, 1952, reflects the reduction in the 
principal amount through the retirement of graduated amounts 
each March ist and September Ist as required by the sinking fund 
provisions. Excluded from the amount outstanding are sinking fund 
payments through March 1, 1952. 

The $20,000,000 of 3 per cent Bank Notes were originally bor- 
rowed by Michigan-Wisconsin from four banks at 214 per cent on 
July 25, 1950, represented by notes due July 1, 1951. These notes 
were extended to July 1, 1952, and thereafter further extended to 
July 1, 1953 at 3 per cent. We also take notice that on July 11, 
1953, the Securities and Exchange Commission authorized Michigan- 
Wisconsin to borrow $20,000,000 on 314 per cent notes due July 1, 
1954, the proceeds of which were to be used to retire the outstanding 
notes due July 1, 1953. 

Michigan-Wisconsin contends that its debt should be accorded a 
rate of 4 per cent which it represents as the estimated cost of re- 
placing the outstanding mortgage debt. The actual weighted aver- 
age cost of the above outstanding bond debt is 3.68 per cent, and 
if we include the outstanding notes at 314 per cent, the weighted 
average of total debt amounts to 3.57 per cent. 

We find that the present cost of the Company’s outstanding bond 
debt of 3.68 per cent is a proper measure of the cost of that bor- 
rowed money in bearing upon a fair rate of return for Michigan- 
Wisconsin in this case. In arriving at that conclusion we take 
note that the Company was able to finance at that cost before it 
became an established concern, that there is no indication in the 
record that the Company plans to enter into any new debt financing 
in the future. We, also, take official notice of the very substantial 
decline in interest rates during the past year which is evidenced by 
the sale by the Company’s affiliate, Michigan Consolidated, of $20,- 
000,000 first mortgage bonds in January 1954 at 33¢ per cent to an 
underwriting group for reoffer at 100.759.4 

Moreover, our conclusion takes cognizance of the Company’s pro- 
fessed program for the replacement of the $20,000,000 of debt in the 
form of bank notes by issuance of $15,000,000 of preferred stock 


3 Elsewhere in our opinion it will be noted that we have permitted the capitalization 
of the Commitment fees in the amount of $412,305. 

4 These bonds are currently selling to yield about 3.13%. Standard & Poor's Bond 
Guide, June 1954. 
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and $5,000,000 of common stock. The Company’s witness testified 
that the cost of this preferred stock would be 5.5 per cent a year 
based on studies of the recent preferred stock issues by natural 
gas pipeline companies. We accept the claimed cost of 5.5 per cent, 
even though the record shows that the Company management has 
made no official commitment definitely to go forward with the is- 
suance of preferred stock and additional common stock to replace 
the bank notes (T. 2413-14) and even though we are aware that 
in the present market preferred stocks of natural gas pipeline com- 
panies with much higher debt ratio than Michigan-Wisconsin are 
currently selling to yield well under 5.5 per cent. 

In view of the foregoing and our consistent policy in the matter, 
we find that there is no basis for allowance of a cushion of bond 
cost as contended for by the Company. 

The Staff’s recommended rate of return of 534 per cent would 
result in an allowance of 9.45 per cent® on common equity capital, 
or a net of approximately 9.0 per cent after allowance for the costs 
of financing. It is maintained that such a rate is indeed ample, and 
is predicated upon Michigan-Wisconsin carrying out its expressed 
intention to replace the bank loans with permanent equity financing. 
The Staff further points out that on the basis of the capitalization 
it employs, including $20,000,000 of 314 per cent bank loans, a 534 
per cent rate of return would produce earnings of 11.5 per cent on 
common stock equity, which the Staff contends is substantially 
higher than is being required by investors in natural gas company 
common stocks. 

Michigan-Wisconsin maintains that a fair return on its common 
equity is between 10.5 per cent and 11.5 per cent. The Company 
then argues that in addition it is entitled to a cushion above actual 
money costs to absorb rising expenses in the event they run ahead 
of revenues due to regulatory lag, to give weight to the unique posi- 
tion of Michigan-Wisconsin among major pipe lines in that its 
business is exclusively jurisdictional business, and to supply some- 
thing additional for the Company’s lack of ownership of gas re- 
serves. 














| 
Amount Percent Rate 
First mortgage bonds ._-.................................| $60,380,000 55 3.73 | 2.05 
SU a a 15, 000, 000 14 5. 50 | oat 
Caoseemon ebook and: Gr Qhas ....onnsus ocnndsndectneosessen 34, 196, 000 31 *9.45 | 2. 93 
5.75 


| 109,876,000 | 100 = 
| ' 
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a | 
| 
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*Inclades 4% of 1 percent for costs of flotation. 
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These claimed effects on earning-price ratios, we believe, are 
counter-balanced by the facts that Michigan-Wisconsin has an as- 
sured supply of gas from dedicated acreage,® and that 77 per cent 
of its sales are made to two affiliates. Moreover, we feel that the 
rate of return herein determined is sufficiently high to overcome the 
shortcomings of earnings-price ratios engendered by the ownership 
by certain natural gas companies of gas reserves (see Opinion 
No. 269, Panhandle Eastern Pipe Line Company, 13 F. P.C. 53,99). 

Michigan-Wisconsin’s parent, American Natural, functions as a 
medium for obtaining equity capital needed by its subsidiary com- 
panies. The capital which American Natural has invested in the 
common stock of its subsidiaries has been obtained primarily through 
the sale of its own common stock directly to the public, and through 
liquidation of non-gas utility assets. 

The rate of return witness for the Company testified that in ar- 
riving at a cost for Michigan-Wisconsin of raising its equity capital 
through common stock the cost of equity capital to American Natural 
should be considered. He concluded that the estimated cost of equity 
capital to American Natural ranges from 10.5 per cent to 11.5 per 
cent when applied to an asumed common equity representing 32.4 
per cent of the total capitalization of Michigan-Wisconsin. Ac- 
tually, however, the witness’ conclusions appear to be premised 
primarily on an exhibit setting forth the earnings-price ratios based 
on the offerings of common stock by American Natural in August, 
1950 and June, 1951, together with earnings-price ratios based on 
the relationships of market prices of American Natural common 
stock to prospective earnings (Exhibit 75). 

The offerings by American Natural in August, 1950 and June, 
1951 were made at net offering-earnings price ratios of 11.5 per cent 
and 11.4 per cent, respectively. However, there does not appear to 
be any doubt that these high ratios are attributable, in large part, 
to the low payouts of 48 per cent and 52 per cent then obtaining 
and to the fact that these offerings were made to stockholders at 
considerable concessions from the then prevailing market prices. 
Thus, the record shows that the offering in August, 1950 was made 
to stockholders at a subscription price of $22.00 per share, whereas 
the average market price of the stock during that month was $26.50 
per share, and the offering in June, 1951 was made at a price of 

27.50 per share while the prevailing market price at the same time 
was approximately $31.00 per share. 


SIn the Matter of Michigan-Wisconsin Pipe Line Co., Docket No. G-1302, 9 F. P. C. 
152, 158-162. 
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Our observations in Mississippi River Fuel Corporation, Docket 
No. G—1641, with respect to similar contentions are fully applicable 
here. We said in that case (Opinion No. 234, 11 F. P. C. 288) : 


The Company claims that the cost of common equity money approximates 
10144 per cent, as testified by its witness, based upon offerings of common 
stock of electric and natural gas utilities which included offerings to stock- 
holders. However, since the record shows that offerings to stockholders gen- 
erally were made at a considerable discount under prevailing market prices, it 
seems that such offerings do not represent the best prices that the companies 
could have received and, therefore, the results obtained therefrom should not 
be used for determining the cost of common equity. For such reason, as well 
as the fact that the Company’s witness failed to give consideration to capital 
structure or pay out of common earnings, the 10144% cannot be used as allow- 
ance for common equity in Mississippi in this case. 

Michigan-Wisconsin’s witness also sought to show that the earn- 
ings-price ratios for American Natural, based upon prospective 
earnings of $3.25 to $3.50 per share and adjusted for flotation costs 
of 1% of 1 per cent, ranged from 12.7 per cent for the year 1950 to 
10.4 per cent for the 12 months ended August 31, 1952. It is ap- 
propriate to note, however, as shown in the record, that the actual 
earnings of American Natural for the calendar years 1950, 1951 
and 1952 and for the 12-months period ending March 31, 1953, 
ranged from $2.45 to $2.83 per share. 

The Staff presented data for a group of eight natural-gas com- 
panies whose common stocks are actively traded on a recognized 
exchange’ and for a group of three companies whose common stocks 
are traded over-the-counter.® 

The Staff’s exhibit (Exhibit 169) shows that the monthly earn- 
ings-price ratios on the common stock of the eight companies ranged 
from a low of 6 per cent in July, 1952 to a high of 9.9 per cent in 
February, 1948 and averaged 7.8 per cent between 1945 and October, 
1952 at which time it stood at 6.4 per cent. 

The record further shows that for the group of three companies 
with unlisted common stock, the earnings-price ratios since 1949 
averaged 7.9 per cent and ranged from a high of 10 per cent in 
May and June, 1951, to a low of 6 per cent in February and March, 
1950, and stood at 8.0 per cent in October, 1952, the latest date in 
the record. 

The yields on the eight listed and three unlisted natural-gas stocks 
which paid dividends averaged 5.15 per cent. 


7 Consolidated Gas Utilities Corporation, El] Paso Natural Gas Company, Lone Star Gas 
Company, Mississippi River Fuel Corporation, Mountain Fuel Supply Company, Northern 
Natural Gas Company, Panhandle Eastern Pipe Line Company, and Southern Natural 
Gas Company. 

8 Tennessee Gas Transmission Company, Texas Bastern Transmission Corporation, and 
Texas Gas Transmission Corporation. 
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The Staff also presented the data on monthly earnings-price ratios 
on the common stock of American Natural, based on the closing 
prices at the end of the month and the most recent available earn- 
ings. Those earnings-price ratios ranged from a low of 4.4 per cent 
for the year 1949 to a high of 8.3 per cent for the year 1951 and 
for the first nine months of 1952, for an average of 7.4 for the 
period. Over the period from 1949 through the first 11 months of 
1952 the yields on American Natural’s stock averaged slightly less 
than 5.0 per cent. 

It is thus readily apparent that the earnings-price ratios of 
American Natural compare favorably with the earnings-price ratios 
and yields since 1945 of the eight listed and since 1949 of the three 
unlisted natural-gas companies. 

Under the capital structure in the following table, which gives 
effect to replacement of the $20,000,000 of 314 per cent bank loans 
due July 1, 1954 with $15,000,000 of 5.5 per cent preferred stock and 
$5,000,000 of common stock it is shown that a 6 per cent rate of 
return will service the Company’s debt and preferred stock and 
will permit a return of 10.3 per cent on the common equity. We note 
also that on the basis of the actual capitalization at the time of 
hearing, which retains the $20,000,000 of 314 per cent bank notes, a 
6 per cent rate of return would produce a return of 12.5 per cent 
on common equity. 








Capital 
Amount rating 
(000) percent Rate 
Debt—3% percent bonds, due 1968__-__------ $63,240 55.4 3.68 2.03 
5% percent preferred stock__...-------------- 15,000 13.1 &50 072 
Common equity: 
Common stock at (000) (000) 
Apr. 30,1952... $25, 000 
Common stock to be 
ees ss 5,000 $30, 000 
Surplus at Apr. 30, 1952____--- 4, 898 
Impounded funds at Apr. 30, 
(ee Le, re 1, 182 
Week weiewiinielnce eon mgs 36, 080 
Deduct: Disallowance of interest 
capitalized during construc- 
i oe tnG ice dbs (153) 
Common equity at Apr. 30, 1952 adjusted_- 35,927 31.5 103 325 
FOG oS a ssuk screeds ks ea 100.0 -... 6.00 


We are fully aware that the 12.5 per cent return produced on 
common stock by a 6% rate of return on the existing capitalization, 
which includes the outstanding bank loans, is more than required to 
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attract equity capital. However, in concluding that a 6% rate of 
return is proper in these proceedings, we are relying on the Com- 
pany’s statements on the record that it proposes to replace those 
bank loans with $15,000,000 of preferred and $5,000,000 of common 
stock, which will result in the more desirable capital structure in- 
dicated in the above table. 

We further note that inasmuch as we have placed our reliance on 
the Company’s statements and have figured costs herein accordingly, 
we expect the Company to replace those bank loans with permanent 
equity financing as promptly as possible from the date of issuance 
of this opinion. 

In addition to the cost of money, heretofore discussed, our de- 
liberations with respect to a fair and adequate rate of return for 
Michigan-Wisconsin take cognizance of a number of factors. Thus 
we note the favorable current status of the money market and the 
recent experience of one member of the American Natural Gas Sys- 
tem in successfully financing at the low interest rates prevailing. 
Likewise, we note that Michigan-Wisconsin’s assured gas supply 
under the terms of the contracts with Phillips furnishes the major 
portion of the supply of the American Natural Gas Company Sys- 
tem, which System serves a populous, reliable, and well-established 
growing residential market situated in a highly industrialized area. 
The increasing demand for gas in the market area is evidenced by the 
recent organization of American Louisiana Pipe Line Company for 
the present primary intent of supplying 300,000 Mcf of gas daily 
to members of the American Natural system. Michigan-Wisconsin 
obtains its equity funds from its parent, and we take official notice 
that the latter’s common stock, with a book value of $30.00 per 
share, is currently selling for over $45.00 per share. It seems clear 
to us that the holding company and its members are in a strong 
position financially and can attract capital on most favorable terms. 

We find, therefore, upon full consideration of the record and our 
discussion herein, that a 6 per cent rate of return for Michigan- 
Wisconsin, after provision for all taxes, is fair, reasonable and 
adequate.® 

Form of rate—This issue, simply stated, raises the question 
whether undue discrimination results between the charges to Mich- 
igan Consolidated on the one hand and the 15 other wholesale cus- 
tomers on the other hand when Michigan-Wisconsin sells its gas 
at a single uniform rate to all its wholesale customers. 

Two parties to the proceedings, Public Service Commission (Wis- 
consin) and the staff, advocated a higher rate for Michigan Con- 


9F. P. O. v. Hope Natural Gas Co., 320 U. 8. 581, 601, 603 (1944); Bluefleld Water 
Works & Improvement Co. v. P. 8. C., 262 U. 8. 679, 692-693 (1923). 
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solidated than for the other 15 wholesale customers. Both of these 
parties submitted cost studies to justify the differential in rates 
which they advocated. On the other hand, Michigan-Wisconsin, 
Michigan Consolidated and the Michigan Commission presented testi- 
mony and cost studies which arrived at a contrary conclusion. The 
record indicates that these latter parties consider the single uniform 
straight rate for all of Michigan-Wisconsin’s wholesale sales satis- 
factory, or if there is to be a differential in rates it should not be 
against Michigan Consolidated. 

The witness for the Wisconsin Commission relied upon an alloca- 
tion of storage field costs to support his advocated rate differential. 
He allocated storage field costs directly on the basis of the retail 
space heating requirements of each of the customers of Michigan- 
Wisconsin. 

The witness purported to justify his method on the claim that 
the system was designed with a definite relationship of storage 
volume to space heating volume, and, therefore, it is reasonable to 
assign the burden of storage cost over the space heating.load (T. 
2558). 

Mathematically, the witness derived certain percentages to show 
that 88.18% of Michigan Consolidated’s annual requirements from 
Michigan-Wisconsin is for space heating; that 70.03% of the total 
annual requirements on the Michigan-Wisconsin system represents 
gas sold for space heating; and that the annual requirements for 
space heating of the other 15 wholesale customers ranged from 
14.52% to 64.55%, or an average of 45.78% (Exhibit 131). 

On the basis of those percentages the Wisconsin Commission ar- 
gues that Michigan Consolidated, as the only recipient of space 
heating gas in excess of the system average, should be required to 
pay a higher rate than the 15 other customers. 

We do not believe that an allocation of a pipe-line company’s 
costs among its various wholesale customers buying gas service 
should be made upon the basis of the end use of such gas by the 
ultimate consumer. Rather, we have consistently based our cost 
allocations upon the use of the pipe-line facilities required to render 
service to the pipe-line company’s various customers, thus relating 
the rates to the cost of service to the pipeline for the services per- 
formed by it. 

The staff arrives at the same general conclusion as the Wisconsin 
Commission but by a different path. The staff denominates Michigan 
Consolidated a “partial requirements” customer and shows that it 
takes five times more gas in the winter than it does in the summer, 
while the 15 “full-requirements customers” take only twice as much 
more gas in the winter than they do in the summer. The staff 
468918—61—— 
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concludes that the significant difference in service rendered by Mich- 
igan-Wisconsin to its two classes of customers requires establishment 
of rates which will reflect the difference in cost occasioned by such 
difference in service. However, we have considered this matter 
before, and on the basis of the record in these proceedings we are 
not convinced that the difference in the services rendered by Mich- 
igan-Wisconsin to the various customers, thus more or less arbitrarily 
classified, is such as would create an unduly discriminatory rate 
situation if a uniform straight rate is continued for all of Michigan- 
Wisconsin’s customers. The services rendered by Michigan-Wis- 
consin, as shown in this record, are not substantially different from 
the evidence presented to us in the proceedings in Docket Nos. 
G-1156 and G-—1302 (9 FPC 127 and 152), where we found a 
uniform straight rate to be appropriate. We conclude from a 
review of all the evidence of record with respect to the matter of 
rate form that the Wisconsin Commission and the staff have not 
substantiated their contentions that under the present circumstances 
and the present pattern of operations of Michigan-Wisconsin’s sys- 
tem we should prescribe a differential in rates and charges between 
Michigan Consolidated and the other 15 wholesale customers of 
Michigan-Wisconsin in favor of those 15 wholesale customers. How- 
ever, we wish to make it clear that we are not foreclosing considera- 
tion of this problem and issue in any future case which may come 
before us. 

We find that a single uniform rate is equitable and proper. 

The Phillips decision—On June 7, 1954, the United States Su- 
preme Court handed down its opinion in the Phillips case’ affirming 
the decision of the Court of Appeals for the district of Columbia 
that the Phillips Petroleum Company is a “natural-gas company” 
within the meaning of that term as used in the Natural Gas Act. 

The Supreme Court’s decision puts to rest any doubt with respect 
to our jurisdiction over the rates charged by Phillips for the sale of 
natural gas to Michigan-Wisconsin. There is thus now injected into 
these proceedings the basic issue of purchased gas costs allowable 
in Michigan-Wisconsin’s costs of service in these dockets. That 
issue requires a determination on our part of the treatment which 
should be given to the escalator clause provisions contained in 
Michigan-Wisconsin’s gas purchase contracts with Phillips. 

Michigan-Wisconsin’s purchases of natural gas from Phillips are 
billed under the terms of an initial contract dated December 11, 
1945, and subsequent amendments thereto (Exhibits 32 through 42) 


10 Phillips Petroleum Company v. State of Wisconsin, et al., Nos. 280, 281, 418, October 
Term, 1953, 347 U. S. 672, decided June 7, 1954, affirming 92 U. 8. App. D. C. 284, 205 
F. 2d 706, which reversed 10 F. P. C. 246. 
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providing for billing of approximately two-thirds of those purchases 
under the terms of a contract relating to deliveries from dedicated 
acreage (Exhibit 38), and the remaining one-third under the terms 
of a contract relating to deliveries from the Stratford Acreage 
(Exhibit 40). 

The two amendatory contracts (Exhibits 38 and 49), each dated 
December 1, 1949, establish, respectively, a base price of 6.6997¢ per 
Mcf" for deliveries from the dedicated acreage and a base price of 
8.9330¢ per Mcf" for deliveries from the Stratford Acreage, through 
the year 1954, subject, in each instance, to an approximate 0.9¢ in- 
crease per Mcf each five year period thereafter. In addition, the 
contract relating to the dedicated acreage provides for escalator in- 
creases in the unit price per Mcf in the same ratio as the effective 
rate for sale of gas by Michigan-Wisconsin is established at a rate 
higher than 25¢ per Mcf.12 The amended contract relating to de- 
liveries from the Stratford Acreage further provides for equaliza- 


11 At a pressure base of 14.65 psia. 

12 The original contract of December 11, 1945, between Michigan-Wisconsin, as Buyer, 
and Phillips, as Seller, after setting out the base unit prices to be paid during each five- 
year period of the contract term, further provides, in part (Article VIII (2)): 

In order to protect the parties hereto from too great burden under the price provi- 
sions of this contract * * * it is agreed that * * * adjustment of the prices to be paid 
by Buyer to Seller for gas hereunder shall be made as herein provided. Using as 
a standard the Federal Bureau of Labor’s Statistical Annual Index of Wholesale 
Prices of all Commodities, based upon 1926 prices as 100% and defining the word 
“point” as used herein to mean 1% of the 1926 prices, it is agreed that no adjustment 
shall be made unless and until the said Annual Index shall be more than thirty 
points above or below the level indicated by said Annual Index on the date of this 
contract (hereinafter referred to as the present level), and unless and until Buyer, 
and distributors which buy at least fifty per cent of all gas sold by Buyer to dis- 
tributors for resale, shall have had a general increase or decrease in their respective 
rates for gas sold by them. However, if when the said Annual Index is more than 
thirty points above the present level, the Federal Power Commission, and other authori- 
ties having jurisdiction, shall grant to Buyer and such distributors a general increase 
in their respective rates for gas sold by them, it shall be conclusively presumed that 
such increase is due to inflation and the prices for gas hereunder shall be increased 
in proportion to the increase in Buyer’s rates; * * * 

The adjustment provision quoted above, revised in certain aspects, has been continued 
through various amendments of the original contract, including the latest amendment 
dated December 1, 1949 (Exhibit 88). That last amendment, which for the first time 
gears the adjustment provision to a specific 25¢ per Mecf effective rate for gas sold by 
Michigan-Wisconsin for resale, reads as follows: 

(2) In order to protect Seller from too great burden under the price provisions of 
this contract in the event of abnormal inflation of prices of commodities generally, 
it is agreed that * * * an adjustment of the prices to be paid by Buyer to Seller for 
gas hereunder shall be made as herein provided. Using as a standard the Federal 
Bureau of Labor Statistics’ Annual Index of Wholesale Prices of All Commodities for 
any calendar year, based upon or adjusted to 1926 prices as 100 and defining the 
word “point” for the purpose hereof to mean one percent of the 1926 prices, it is 
agreed that no adjustment shall be made unless and until (1) the Annual Index shall 
be more than thirty (30) points above the level (104.0) indicated by the Annual Index 
on December 11, 1945, and (2) Buyer shall have effective rates above 25¢ per Mcf 
for gas sold by it for resale. If rates above said 25¢ per Mef shall be effective during 
any adjustment period, the price of gas delivered hereunder shall be adjusted to a 
price which bears the same ratio to the price provided in Section 1 of this Article 

VIII as the effective rates bear to 25¢ per Mcf. * * * 
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tion of the unit prices per Mcf from both acreages whenever the 
unit price for deliveries from the dedicated acreage, as escalated, 
is greater than the unit price being paid for gas from the Stratford 
Acreage. 

Under the respective base prices of 6.6997¢ and 8.9330¢ per Mcf 
in effect during the test periods in these dockets, the equalization 
provision of the Stratford Acreage contract would not be applicable 
unless the effective rate for gas sold by Michigan-Wisconsin is es- 
tablished at 3314¢ per Mcf, or more (Exhibit 184). 

Section 4(d) of the Natural Gas Act states: 

Unless the Commission otherwise orders, no change will be made by any 
natural-gas company in any such rate, charge, classification, or service, or any 
rule, regulation, or contract relating thereto, except after thirty days’ notice to 
the Commission and to the public. 

The principle that a natural-gas company may not charge or 
accept any rate other than the filed rate which is effective in accord- 
ance with the requirements of the regulatory statute—here Section 4 
of the Natural Gas Act and Part 154 of the Regulations—is now 
firmly established.* Moreover, this principle is unaffected by the 
fact that the rate schedule has not been filed, because it cannot be 
avoided by failure to comply with the filing requirements of the 
regulatory statute. Far Fast Conference v. United States, 342 U.S. 
570, 572, note 4; United States Navigation Co. v. Cunard Steamship 
Co., 284 U. S. 474, 486-487; Wisconsin-Michigan Power Co. v. 
F. P. C., supra; Wisconsin Power & Light Co., v. F. P. C., supra. 

The Supreme Court’s decision in the Phillips case clearly in- 
dicates that the rates and charges of that Company for the sale in 
interstate commerce of natural gas for resale to Michigan-Wisconsin 
are subject to our jurisdiction as of the time that such sales were 
first initiated in 1949. 

The purchased gas costs claimed by Michigan-Wisconsin in Docket 
Nos. G—1678 and G—1996 include in the price to be paid to Phillips 
per Mcf of gas purchased increases which give effect to the escalator 
clause provisions summarized above based on the rates proposed 
by Michigan-Wisconsin for sales to its customers. 

Any provision in a gas purchase contract which provides for an 
increase based on the rates to be charged by the purchaser for the 
sale of such natural gas in interstate commerce for resale is in- 
consistent with the standards of the Natural Gas Act and contrary 


13 Mississippi Power & Light Co. v. Memphis Natural Gas Co., 162 F. 24 388, certiorari 
denied, 332 U. S. 770; Northwestern Public Service Co. v. Montana Dakota Utilities Co., 
181 F. 2d 19, affirmed 314 U. S. 246; Wisconsin Power & Light Co. v. F. P. C., 201 F. 24 
183, certiorari denied 345 U. S. 934; Wisconsin-Michigan Power Co. v. F. P. C., 197 F. 24 
472, certiorari denied, 345 U. S. 934; Mondakota Gas Co. v. Montana Dakota Utilities 
Co., 103 F. Supp. 606; McClellan vy, Montana Utilities Co., 104 F. Supp. 46. 
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to the public interest as a matter of law, to say nothing of the fact 
that a change in rates, under no circumstances, may be made effec- 
tive except in accordance with Section 4(d) of the Act. 

Appropriate rules and regulations were issued on July 16, 1954 to 
implement existing regulations and facilitate compliance with the 
provisions of the Natural Gas Act by independent producers and 
gatherers which are also natural-gas companies. Changes in rates 
and charges by such independent producers can be lawfully ac- 
complished only by compliance with such regulations and the pro- 
visions of the Natural Gas Act. 

Under the rate increase filings by Michigan-Wisconsin in these 
dockets, the rates being collected under bond are only tentative and 
there are no effective rates for gas sold for resale as far as Mich- 
igan-Wisconsin is concerned until the order of this Commission in 
these dockets becomes final. Accordingly, the intervention of the 
Phillips decision and the provisions of Section 4(c) of the Natural 
Gas Act make it clear beyond all question that Phillips may not law- 
fully exact any increase in rates from Michigan-Wisconsin other 
than in the manner provided by the Act and the Rules and Regula- 
tions of the Commission. The only effective rate which Michigan- 
Wisconsin has ever established for the sale of gas for resale is 28¢ 
per Mcf and we have allowed rates to Phillips based on that price. 
No escalator provision in the gas purchase contract between Phillips 
and Michigan-Wisconsin can now effect an automatic change in the 
price which Phillips may charge. 

We find and determine that the increased costs of gas purchased 
as claimed by Michigan-Wisconsin in these dockets to the extent 
that they are based upon the operation of the escalator clauses, 
should be disallowed. 

Immediately prior to the date on which the increased rates pro- 
posed in Docket No. G—1678 were made effective, subject to refund, 
the cost to Michigan-Wisconsin of gas purchased from Phillips from 
the dedicated storage was 7.547¢ per Mcf at 14.735 psia. This unit 
price was derived under the adjustment provisions quoted above 
based on the then effective single straight rate of 28¢ per Mcf. 

At the same time the cost to Michigan-Wisconsin for gas from 
the Stratford Acreage was 8.9848¢ per Mcf at 14.735 psia (8.9330¢ 
per Mcf at 14.65 psia) as specifically provided in that contract and 
was not affected by the adjustment provision applicable to gas 
purchased from the dedicated acreage. 

For the purpose of determining Michigan-Wisconsin’s purchased 
gas costs in these proceedings we adopt and apply to the respective 
quantities of natural gas purchased from each of the acreages the 
appropriate unit prices of 7.547¢ per Mcf and 8.9848¢ per Mcf. 
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While the unit price we are here recognizing as the valid cost 
of gas purchased from the dedicated acreage reflects a change in 
rates which may not be made effective by a company subject to the 
jurisdiction of the Commission except in accordance with Section 4 
of the Natural Gas Act, that change occurred approximately 4 years 
prior to the determination by the Court of Appeals that the rates 
and charges of Phillips are subject to our jurisdiction. 

Moreover, it does not appear to us that it would be appropriate 
in the present circumstances to go behind the cost of natural gas to 
Michigan-Wisconsin from Phillips based on the effective rate of 28¢ 
per Mcf charged by Michigan-Wisconsin immediately prior to its 
filing in Docket No. G—1678, since the funds impounded and sub- 
ject to refund in both dockets are based upon the difference between 
the effective rate of 28¢ per Mcf and the increased rates proposed 
in each docket. 

We note further that in Docket No. G—1996 Michigan-Wisconsin 
also claims an adjustment of the unit price paid to Phillips for gas 
produced in Oklahoma to reflect the minimum well-head price es- 
tablished by the Oklahoma Corporation Commission’s order effec- 
tive August 1, 1952. Other volumes which are involved in the 
proposed adjustment are volumes purchased by Phillips for resale to 
Michigan-Wisconsin. However, the record does not show the vol- 
umes so purchased by Phillips or justify any increase to Michigan- 
Wisconsin. Since the adjustment relates in part to sales of natural 
gas purchased by Phillips which are subject to this Commission’s 
jurisdiction, the allowance of such an adjustment would be incon- 
sistent with our decision in the Northern Natural case, Opinion 
No. 228, issued June 11, 1952, 11 F. P. C. 123, affirmed in Northern 
Natural Gas Co. v. F. P. C., 206 F. 2d 690, certiorari denied 346 
U. S. 922, rehearing denied 74 Sup. Ct. 862. 


Docket No. G-1678 


Rate base—Michigan-Wisconsin claims that the rate base to be 
used in the determination of rates in Docket No. G—1678 is $109,- 
630,068, whereas the Staff suggests that it is $102,887,279. The dif- 
ference is attributable in part to the Staff’s proposed adjustments 
in pipe and plate and interest during construction and to working 
capital allowances included in the computation. In addition the 
Staff’s representation in this docket is based upon facilities relating 
to the actual sales volume of 96,823,681 Mcf, whereas the Company’s 
claimed rate base is bottomed upon facilities required for annual 
sales of 110,595,000 Mcf. 

We have, heretofore, adopted the 12-months period ending April 30, 
1952, as the test period in this docket, supra, p. 331. We are of the 
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opinion that the actual experience during that period, as set forth 
in the record, is the proper foundation for the purpose of testing 
the lawfulness of Michigan-Wisconsin’s rates collected under bond 
in this docket. Our determinations herein, therefore, will be based 
on the actual sales volume in this period, and obviously, will pre- 
clude any basis of comparison in this docket between the amounts 
claimed by the Company and those determined by us to be reasonable 
both in rate base computations and in development of a cost of 
service. 

There is no dispute in these proceedings that the use of average 
monthly balances to determine the average plant investment during 
the test period is the appropriate starting point for the determina- 
tion of the rate base. 

The average of the monthly balances of plant in service for the 
test period as shown on the Company’s books amounts to $111,032,- 
716. In accordance with our determinations, supra, pp. 331-337, on 
the Staff’s proposed adjustments for pipe and plate costs and interest 
during construction, we deduct from the average plant in service 
the amount of $153,135, found by us to be excess interest capitalized 
during construction. The Company’s books also show the average 
of the monthly balances of the reserve for depreciation to be $6,- 
738,224. We find that the reserve for depreciation should be ad- 
justed by deducting the amount of $5,049, which relates to the 
depreciation accrued to April 30, 1952, applicable to the adjustment 
for excess interest capitalized during construction. After giving 
effect to these adjustments, we find net utility plant in service of 
$104,146,406, reasonable and proper in this docket, as shown in the 
Summary of Rate Base table, infra, p. 354. 

Michigan-Wisconsin claims $4,400,257 for working capital as 
part of the rate base, in this docket, upon which it is entitled to a 
reasonable return. The total so claimed is comprised of amounts 
for materials and supplies, gas in underground storage, prepay- 
ments, and an allowance for 45 days’ operating expenses. The 
Company’s claim is a gross amount in that it does not give effect 
to deduction of any amount of Federal income tax accruals available 
for working capital. 

The Staff’s calculation of working capital requirements for the 
actual 12 months ended April 30, 1952, aggregates $3,222,105. That 
calculation includes the amounts of $926,867 for materials and sup- 
plies and $101,011 for prepayments, both of which, in accordance 
with our practice in other cases, represent the average of the 12- 
month-end balances of those accounts for the months of May 1951 
to April 1952. We find both those amounts to be proper. 
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The actual average of the 12 monthly balances of gas in under- 
ground storage during the year ended April 30, 1952, was 22,550,992 
Mcf. The Staff urges that the average balance of gas in under- 
ground storage for working capital allowance during this period 
should be 14,734,908 Mcf. In arriving at that average the Staff 
gave effect to the actual withdrawals from storage which resulted 
in the sales volume of 96,823,681 Mcf which we have adopted for 
the test period in this docket. 

The Company’s storage operations during this period, as has been 
its practice since commencement of operations in November 1949, 
have resulted in delivery to storage of more gas than was withdrawn 
from storage (Exhibit 155). In that manner the Company has 
accomplished a gradual build-up of gas in underground storage to 
provide required volumes from storage which added to pipeline 
deliveries will enable annual sales of 110,595,000 Mcf. Obviously, 
under such a plan of operations the investment in the average 
volume of gas delivered to storage in excess of the withdrawals 
made in accomplishing the actual sales in this test period represents 
an investment for the benefit of future operations’ wherein annual 
sales will be in excess of the actual sales volume experienced in the 
test year in this docket. 

We agree with the Staff that the average balance of gas in under- 
ground storage for working capital allowance should be 14,734,908 
Mcf. We find, however, on the basis of the unit prices per Mcf 
purchased from the dedicated acreage and the Stratford Acreage, 
heretofore determined to be proper, supra, p. 349, that the weighted 
average cost per Mcf to be used in the determination of the average 
investment of gas in underground storage includible in working 
capital should be 8.045¢ per Mcf, or an average investment of 
$1,185,418. 

The Staff included in its calculation of working capital a cash 
allowance amounting to Y%th (or 45 days) of total operating ex- 
penses, less purchased gas costs and an amount of $139,662 relating 
to depreciation expense included in operating expenses through clear- 
ing account distributions. 

The total operating expenses which we find should be allowed in 
the cost of service in this docket is $15,819,395, which includes $8,- 
716,384 determined by us to be the reasonable cost of purchased gas 
during this test period, infra, p. 359. 


14 The related expenses of pumping such volume of gas to storage similarly represent 
expenses incurred for the benefit of future operations which should be excluded from the 
cost of service in this docket, as hereinafter provided. 
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Adhering to our long-established method of determining cash 
allowance for working capital, as enunciated by the Staff, we derive 
net operating expenses for cash requirements in the amount of 
$6,963,349 ($15,819,395 less $8,716,384 and $139,662) and find 1th of 
the amount of $6,963,349 or $870,419 as the proper amount of cash 
requirements to be included in working capital. 

In addition to the amounts here determined to be includible in 
working capital we find and allow $32,307 representing rate case 
expense applicable to this test period. 

The total gross working capital thus determined amounts to 
$3,116,022, as shown in the Summary of Rate Base table, infra p. —. 

We noted heretofore that the Company in its claim for working 
capital as part of the rate base did not deduct from the gross amount 
so claimed any amount for the cash working funds provided by its 
customers through monthly accruals and collections by the Com- 
pany of Federal income taxes months in advance of the time that 
such taxes are actually paid. 

The Staff recommends that there should be deducted from gross 
working capital requirements not less than 85% of the Federal 
income taxes upon the return allowed in this proceeding. 

We find that an adjustment of this nature in this proceeding is 
reasonable and proper for the reasons outlined in our Opinion 
No. 226, In the Matter of Alabama-Tennessee Natural Gas Company, 
Docket No. G—585, decided April 30, 1952, 11 F. P. C. 75; Opinion 
No. 226—A, Jn the Matter of Alabama-Tennessce Natural Gas Com- 
pany, Docket No. G-585, decided June 10, 1952, 11 F. P. C. 114; 
and Opinion No. 227, Jn the Matter of Transcontinental Gas Pipe 
Line Corporation, Docket No. G—1842, decided May 28, 1952, 11 
F. P. C. 94, and as followed by us in cases since those decisions. 

We are mindful, however, that in this docket we have before us 
the data of actual experience and we are determining the lawfulness 
of rates collected under bond during the period October 1, 1951 to 
December 11, 1952. 

Accordingly, we shall reduce the working capital allowance in 
this docket by $2,781,910 which represents 87.5% of the income tax 
($3,179,326) which we allow for this test period. The 87.5% used 
herein closely approximates the actual percentage of Federal income 
tax accruals during this period after giving effect to accelerated 
basis of Federal income tax payments based upon the Revenue Act 
of 1950 (Exhibit 154). 

We find from the record, after making the foregoing adjustments, 
that the sum of $104,480,518, as summarized below, is the proper 
rate base for Michigan-Wisconsin in this docket. 
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Summary of rate base for the 12 months ended Apr. 30, 1962 
Description Amount 
Utility plant in service: 
Plant in service—average monthly balances per exhibit No. 


DR Dr incites Shine dner aneh das st Seteec kendo Gis eee ie $111, 032, 716 
Less adjustment for excess interest during construction capi- 

RN i Greeters e eit bs ceeansis Deb ewaatanbaden 153, 135 

Adjusted utility plant in service__............-.--..---.. 110, 879, 581 


Less reserve for depreciation: 
Average of monthly balances—per exhibit No. 


Effect of adjustment of plant for excess interest 
during construction capitalized: 
Accrued depreciation to May 1, 1951_$2, 373 
Average accruals for 12 months 


ended Apr. 30, 1952_........._-.. 2, 676 5, 049 6, 733, 175 
Net utility in plant in service as adjusted__....-.....-_-___- 104, 146, 406 
Working capital: 
Materials and supplies. -........-..---------- 926, 867 
RN a a ait ideas ner mebaunaid 101, 011 
ae eee 32, 307 
Gas in underground storage 14,734,908 Mef 
Sine © £4700 MMA. oo 5 Se ee ee cuce 1, 185, 418 
Cash requirements: 
Operating expenses_-_-------- $15, 819, 395 
Less: Gas pur- 
ehased. . ..... $8, 716, 384 


Depreciation 
charged ex- 
pense through 
clearing ac- 


counts....... 139, 662 8, 856, 046 
Adjusted operating expenses - - - 6, 963, 349 
Mth of amount_-___-___ Pi i ra ae ik 870, 419 
CAIRO OCR CROINOE i an wt oc Seam e nee 3, 116, 022 


Less 87% percent of Federal income tax accruals available for 
ten ONION 5 2s oe Sk ocak See we cone ewe (2, 781, 910) 


SI i a ak a da he 104, 480, 518 


Cost of service-—Due principally to their use of different volumes 
of sales, as heretofore noted, there is no basis of comparison in this 
docket between the cost of service claimed by Michigan-Wisconsin 
and that presented by the Staff. Additionally, we have observed 
that the Staff proposes that a 534% rate of return is fair and 
reasonable in these proceedings, whereas we allow 6%. 

The Staff suggests that the proper cost of service in Docket 
No. G—1678 is $30,368,106. The cost of service developed by the 
Staff relates to the actual 12-month period May 1, 1951 to April 30, 
1952, and the gas sales volumes during that period aggregating 
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96,823,681 Mcf. Based upon that actual volume of sales the Staff 
calculated that an average selling price of gas of 31.364¢ per Mcf 
would be required to equal a 534% rate of return on the rate base. 
The average selling price so calculated gives effect to the Staff’s 
proposed adjustments to plant account and to certain other adjust- 
ments of recorded expenses in the 12-month period. 

Michigan-Wisconsin’s total operating expenses for the 12-month 
period amounted to $16,349,248. That amount, concerning which 
there is no dispute, represents the total per books after giving effect 
to so-called “out-of-period items” which relate, for the most part, 
to necessary adjustments of the book amounts in order to state 
properly the portion of certain recorded expenses applicable to the 
particular months of the two calendar years which fall into the 
fiscal year from May 1, 1951 to April 30, 1952, used as the test 
period in this docket. 

Based upon our determination, supra, p. 349, with respect to the 
appropriate unit prices per Mcf of natural gas purchased by Mich- 
igan-Wisconsin from Phillips, we find that the $16,349,248 of total 
operating expenses shown on the Company’s books for this 12-month 
period should first be reduced by $477,389, representing the difference 
between recorded cost of gas purchased and the revised cost calculated 
in accordance with the unit prices per Mef established by this opinion. 

We have acted previously in our discussion of working capital re- 
quirements that the operating expenses of the Company in this test 
period include the cost of pumping more gas to storage than was 
required for the purposes of the actual sales volumes experienced dur- 
ing the period. Obviously the excess gas delivered to storage during 
this period is for the benefit of future operations. It necessarily fol- 
lows that, unless a proper adjustment is made to operating expenses 
in this docket, future increased sales will not carry the full cost 
incurred in making those increased sales possible. We find that 
failure to make such adjustment would be contrary to the basic 
principle that there should be a direct relationship between expenses 
and revenues in a given accounting period. 

Based on the foregoing, we find that the Company’s operating ex- 
penses in this docket should be further decreased by an amount of 
$96,601, relating to the cost of handling the excess volumes of gas 
delivered to storage during this period. 

In addition to the above, the Staff proposes certain other adjust- 
ments to the Company’s operating expenses in this docket. 

One of the Staff's proposed adjustments relates to a revision of 
the Company’s method of allocating charges for the use of its air- 
plane by the other operating companies in the American Natural 
group, as well as use by officials of American Natural. 
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The record shows that the associated companies and Michigan- 
Wisconsin had almost equal hourly use of the plane during the test 
period (Tr. 3481, 1681-84). The Staff’s proposed elimination of the 
total amount of $32,614 of claimed airplane expense from the cost 
of service results in an allocation of the actual airplane expense on 
the basis of hourly use. We find the Staff’s adjustment to be proper. 

We also accept as reasonable the Staff’s distribution of this ad- 
justment to the expense accounts to which the Company had pro- 
rated its claimed cost. 

We shall, therefore, adjust the operating expenses in this docket 
by the amount of $32,614 claimed as airplane expense by deducting 
$24,460 from transmission expenses and $8,154 from administrative 
and general expenses. 

The Staff also proposes a reduction in operating expenses re- 
lating to Michigan-Wisconsin’s lease rental payments to Michigan 
Consolidated for storage facilities during the 12-month period end- 
ing April 30, 1952. The essence of this proposed adjustment con- 
cerns the percentage of tax savings resulting from the filing of a 
consolidated tax return by the parent company, American Natural. 

The monthly bills to Michigan-Wisconsin for lease rental in the 
year 1951 were based on a Federal income tax rate of 50.75%, less 
an estimated saving of 6% due to filing of consolidated returns. 
The actual savings, however, amounted to 8.28% in that year (Ex- 
hibit 182). The Staff, therefore, revised the computation of Fed- 
eral income taxes included in the lease rental for the months of May 
through December, 1951, to give effect to the actual savings. That 
revision results in an effective tax rate of 46.548% for that year 
as compared to the effective rate of 47.75% applied by Michigan 
Consolidated to the lease rental billing in 1951. Dollar-wise the 
Staff’s computation shows a difference of $17,557 for the period 
May through December, 1951. 

Similiarly, the monthly bills rendered by Michigan Consolidated 
for lease rental in the year 1952 were based on a tax rate of 52% 
less 6% savings on consolidated return, or an effective rate of 49%. 
As will be shown hereafter, infra, p. 373, the percentage of tax 
savings which will be realized beginning in 1952 is 7.78%, resulting 
in an effective rate of 47.95%. Applying the effective rate of 47.95% 
to lease rental payments for the months of January through April, 
1952, the Staff computed a difference of $10,228 to be deducted 
from lease rental cost for those months. 

We agree with the Staff’s proposed adjustment, and find that 
the total amount of $27,785 ($17,557 for the period May-December, 
1951, plus $10,228 for the period January—April, 1952) should be de- 
ducted from Underground Storage Expense in this docket. 
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Both the Staff and the Company represent that the recorded Ad- 
ministrative and General Expense should be increased by an amount 
which would give effect to the amortization of the Company’s 
estimate of rate case expenses applicable to Docket Nos. G—-1678 and 
G-1996 and the allocation case expense in Docket No. G—1769. 

The total estimated cost of the proceedings in those dockets ag- 
gregates $300,000, of which $13,595.73 was designated as being ap- 
plicable to the allocation case, and the balance of $286,404.27 esti- 
mated for the rate proceedings. 

The Company proposes an amortization of the total amount of 
$300,000 over a five-year period whereas the Staff suggests amortiz- 
ing the amount of $13,595.73 of allocation case expense over a 12- 
month period beginning in September, 1951, and the $286,404.27 over 
a five-year period beginning in May, 1951. Thus the Staff’s pro- 
posal would include in the cost of service in this docket $9,064 of 
the expenses applicable to the allocation case and ¥%, or $57,281, 
of the estimated cost of the rate proceedings. 

We adopt the Staff’s proposal insofar as it relates to the amortiza- 
tion of the expenses applicable to the allocation case. We are of 
the opinion, however, that under the circumstances present in these 
proceedings including the filing of one rate case upon the heels of 
a preceding one, it would be equitable to deviate from the practice 
of five-year amortization of rate case expense. 

We find, therefore, that the Administrative and General Expense 
in this docket should be increased by the amount of $104,536, which 
will effect amortization of the amount of $286,404 of rate case ex- 
penses applicable to Docket Nos. G—1678 and G—1996 over a three- 
year period beginning May 1, 1951, and amortization of the $13,595 
designated as expenses relating to the allocation case at Docket 
No. G—1769 over a one-year period beginning September 1, 1951. 

We also find that based on our adjustment of plant account for 
capitalization of excess interest during construction there must 
necessarily be a concomitant reduction of the cost of service for 
Depreciation Expense. That reduction at the annual accrual of 
depreciation expense at 3.5% per annum on plant account as herein 
adjusted amounts to $5,352. 

Three further adjustments to the cost of service in this docket 
require consideration. Each of these adjustments relate to tax items. 

In view of the recent decision of the United States Supreme Court 
invalidating the Texas Gas Gathering Tax, we deem it unnecessary 
to prolong any discussion of this item of expense other than to note 
that we have eliminated entirely the $341,108 shown on the Com- 
pany’s books as the amount of such tax applicable to the cost of 
service in this docket. 
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The second tax item adjustment concerns the Staff’s proposed 
elimination of $136,209 of the ad valorem taxes recorded by the 
Company for the 12 months ended April 30, 1952. The Staff bases 
this adjustment on the fact that the Company’s books reflect an 
overstatement of accruais of ad valorem taxes for the calendar year 
1951 and on the further fact that the Company’s recorded book ac- 
cruals for the year 1952 were based on an over-estimated amount of 
such taxes to be experienced in the year 1952, whereas the Staff used 
actual assessments and tax rates known at the time it developed 
the amount to be included in this item, infra, p. 370. 

The details of the computation resulting in the adjustment of 
$136,209, based upon 8 months of the 1951 tax and 4 months of the 
estimated 1952 tax, are set forth by the Staff in its Exhibit 150, 
page 11, and need not be repeated here. We need only point out 
that the amount of ad valorem taxes used by the Staff in its com- 
putation as applicable to the calendar year 1952 matches quite closely 
the actual amount of such taxes for that year (Tr. 4682-88). 

We find that the Staff’s adjustment of ad valorem taxes in this 
docket is reasonable and proper. 

The third tax item adjustment we have to consider relates to State 
and Federal income taxes. 

Appendix A hereto sets forth the details of our computation of 
those taxes and shows that State income taxes applicable to this 
period amount to $120,670, or $6,070 more than the amount shown 
on the books, while the Federal income taxes in this docket should 
be increased by the amount of $460,726 over that booked by the 
Company, or a total of $3,179,326. 

Our income tax computation is based on a 6% rate of return on 
net investment rate base of $104,480,518. 

The Staff suggests that the rate to be applied in this docket to 
determine Federal income taxes is a composite rate of 47.01%. 

Michigan-Wisconsin effects a savings in Federal income tax by 
the inclusion of its taxable income in a consolidated tax filing by its 
parent, American Natural. In 1951 the actual saving experienced 
was 8.28% (Exhibit 182) and for the future, beginning with 1952, 
the Staff has derived a tax saving of 7.78%, which we find to be 
proper, infra, p. 373. Application of those tax savings to the tax 
rates of the respective calendar years results in an effective rate of 
46.55% for 1951 and 47.95% for 1952. 

Thereafter the Staff prorated the effective rate of each year in 
accordance with the number of months of that year included in 
the test period in this docket and arrived at the composite federal 
income tax rate of 47.01% to be used in calculation of Federal income 
tax in this docket. 
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We find that composite rate to be proper and adopt it for pur- 
poses of this docket, and through its use in our computation in 


Appendix A, infra, determine that the adjustments to 
Federal income tax, noted above, are reasonable. 


State and 


Summary.—From the facts in the record, and the foregoing dis- 
cussion of the issues before us, we find that the proper net cost of 
service for establishing the rate applicable to the period of im- 
poundment in Docket No. G—1678 is $30,197,327, as shown on the 


summary table below: 


MICHIGAN-WISCONSIN PIPELINE CoO. 


SUMMARY OF COST OF SERVICE FOR THE 12 MONTHS ENDED APR. 230, 1052 


BASED ON 6 PERCENT RETURN 
Description 
Operating revenue deductions: 
Gas purchased (total purchases 108,345,828 Mcf): 
Dedicated acreage: 
6.6997¢ X 2845 & 1.0058=7.54718525¢ x 72,230,913 Mef 
Stratford acreage: 
8.933¢ X 1.0058=8.9848¢ X 36,114,915 Mef 
Production tax- - - - 


Total cost of gas purchased 


Amount 


$5, 451, 401 


3, 244, 853 
20, 130 


~ 8, 716, 384 


Gas from underground storage—24,901,351 Mef @ 8.04496505¢ 


Dr- 


Gas to underground storage—24,901,351 Mcf @ 8.04496505¢— 


tei stand ning de Giantl> ae ated bin Rik eats 
Gas used by company—9,675,291 Mcf @ 8.04496505¢—Cr 


CN OF ee oil ti in etna rien ko senda 


Other operating expenses: 
Purchased gas expenses -_-_-- 


$11, 121 
-- 2,331, 424 
3, 633, 265 


Underground storage expenses___-_ 
Transmission expen 


SE MEN, baie anaunnacadwsanaen 136, 301 
Administrative and general expenses-_---_--_----- 1, 778, 633 
Total operating expenses. ___.......------ cokdindkaaened 
RIOIOINT 8 So chon dened edhaeuabuwe abana 
Taxes: 


Total cost of service 


Average rate per Mcf based on cost of service of $30,197,327 ap- 
plied to total sales of 96,823,681 Mef in the test period in Docket 
G-1678 


Excess per Mef to be refunded in Docket G—1678__.........----- 





2, 003, 305 


(2, 003, 305) 
(787, 733) 
7, 928, 651 


7, 890, 744 


15, 819, 395 
3, 822, 136 


936, 927 
98, 068 
120, 670 
3, 179, 326 
23, 976, 522 
48, 027 
23, 928, 495 
6, 268, 832 
30, 197, 327 





31. 19¢ 
31. 50¢ 


. 3l¢ 
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It will be noted that application of the $30,197,327 net cost of 
service to the actual sales volume of 96,823,681 Mcf in this test 
period results in an average rate of 31.19¢ per Mcf or 0.31¢ per 
Mcf less than the 3114¢ per Mef collected under bond during the 
period October 1, 1951 to December 12, 1952. 

We find and determine that the just and reasonable rate applicable 
to sales by Michigan-Wisconsin during the period October 1, 1951 
to December 12, 1952 is 31.19¢. Accordingly, our order herein will 
direct that Michigan-Wisconsin recompute the billing applicable to 
the sales of natural gas to each of its customers during the period 
October 1, 1951 to December 12, 1952 and make appropriate refund 
to such customers. 


Docket No. G-1996 


Rate base—We have under consideration in this docket the just 
and reasonable rates for the future to be charged by Michigan- 
Wisconsin. 

The Company contends that the total rate base to be used in the 
determination of such future rates is $108,298,503, whereas the Staff 
represents that it is $103,956,370. The difference is attributable, in 
large part, to the same factors we discussed in Docket No. G—1678 
with respect to net utility plant in service and in part to the working 
capital allowances included in the computations. 

Based on the cost of plant in service as of April 30, 1952, the 
end of the test period in this docket, and giving effect to the Com- 
pany’s estimated miscellaneous additions to plant in progress of 
construction to complete the original plans for construction of facil- 
ities utilized in the realization of the estimated 110,595,000 Mcf an- 
nual sales, there is a difference between the Company and the Staff 
in cost of plant in the amount of $2,359,666. That difference results 
in its entirety from the Staff’s proposed adjustments to the Com- 
pany’s recorded cost of pipe and plate and claimed interest during 
construction. 

Pursuant to our determination on those proposed adjustments, 
supra, pp. 331-337, we adopt for the purposes of this docket the 
amount of plant in service shown in Company’s Exhibit 49 in the 
amount of $115,009,737, which includes $112,009,482 of plant in service 
as of April 30, 1952 and $3,000,255 of estimated additions. From the 
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$115,009,737 total plant in service we deduct the amount of $153,135 
found by us to be excess interest during construction capitalized, 
thus deriving an adjusted utility plant in service in the amount of 
$114,856,602. 

The average of the beginning and ending balances of the reserve 
for depreciation as shown in Exhibit 51 is $10,653,024. The Staff’s 
proposed adjustment to that reserve relates entirely to the accrued 
depreciation to April 30, 1953, applicable to its proposed adjustment 
of the plant account. It follows, therefore, that the Staff’s pro- 
posed adjustment to the depreciation reserve must be disallowed, 
except to the extent noted below. 

We find that to give effect to our adjustment for excess interest 
during construction capitalized, the reserve for depreciation in this 
docket should be adjusted by deducting the amount of $10,405, com- 
prised of $7,725 accrued depreciation to April 30, 1952, and $2,680 
of average accrual of depreciation expense for the period May 1, 
1952 to April 30, 1953. 

Our conclusion from the record with respect to the net utility 
plant to be included in the rate base in this docket may be sum- 
marized as follows: 


Net utility plant in service as adjusted 


Description Amount 
Utility plant in service: 
Plant in service—per exhibit No. 49__.-.---------------- $115, 009, 737 
Less: Adjustment relating to excess interest during 
Te ee ea 153, 135 
Adjusted utility plant in service. -................--- 114, 856, 602 
Deduct: 
Reserve for depreciation: 
Average balance per exhibit No. 51_---- $10, 653, 024 


Less: Effect of adjustment re excess in- 
terest during construction capitalized: 
Accrued depreciation to Apr. 
SO RWEES Si iclana a Heana -- $7, 725 
Average accrual of deprecia- 
tion expense for May l, 
1952 to Apr. 30, 1953___. 2, 680 10, 405 10, 642, 619 





Net utility plant in service—as adjusted___.-....-...---.----- 104, 213, 983 


We find to be reasonable and include in the rate base for the 
purposes of this docket the sum of $104,213,983 for net utility plant 
in service. 
468918— 





61——26 


































362 FEDERAL POWER COMMISSION 


Working capital—Michigan-Wisconsin shows a total working 
capital of $6,662,247 (Exhibit 52) in this docket and claims that 
$3,941,790 of that amount should be included as part of the rate 
base. The Staff, on the other hand, calculates a total working 
capital of $4,297,536 and deducts 85% of the Federal income tax 
accruals to arrive at the amount of $1,723,659 to be included in 
the rate base. 

The following tabulation illustrates the differences between the 
Company and the Staff in the components and methods of com- 
putation: 


Docket No. G-1996 




















Description 
Per com- Per staff Company 
pany App. “A” | over (under) 
Exh. 52 p. 2 to brief | staff 
Working capital: | 
Cash working capital: 
Allowance for 45 days operating expenses-_..........- $1,120,457 | $1, 036, 458 $83, 999 
Minimum bank balances.............--..-.- vaciara epiinabes 1, 500, 000 |__..- 1, 500, 000 
Sl irtscdesnincommiiawinietnomiiianaite 100, 000 101, 011 (1, 011) 
RO I it ec etc ncennnen’ cknsamehieuies 99, 160 | (99, 160) 
a fff om 
Total cash working capital 2, 720, 457 | 1,236,629 | 1, 483, 828 
Materials and supplies............. 1, 268, 864 1, 044, 995 223, 869 
Rr a III I i i ec esenienmaieiiignne ah 2, 672, 926 2, 015, 912 657, 014 
ES ee 6, 662, 247 | 4, 297, 536 2, 364, 711 
Less offset of Federal income tax accruals: } 
Per Co.: (cash working capital amount—or approxi- | 
mately 60 percent of tax accruals) .-__..........--- (2, 720, 487) j.......- sis Ihe canbicseiines sts 
Per staff: (85 percent of Federal income tax accruals) -.|_............- | (2,573, 877)) 146, 580 
Net working capitel...............-...--.--«< fein 3, 941, 790 1, 723, 659 2, 218, 131 





The $1,011 difference in prepayments shown above results from 
the Company’s use of an estimated amount of $100,000 whereas the 
Staff used the average of the balances in that account as shown on 
the Company’s books for the 12 months ended April 30, 1952. We 
find the amount of $101,011 thus derived by the Staff to be proper. 

The Company’s claim of $1,268,864 for materials and supplies is 
an estimate described as the minimum base stock required for op- 
erations at 110,595,000 Mcf annual sales (Exhibit 52), whereas the 
Staff’s figure of $1,044,995, arrived at by the usual, conventional 
method, is based on the average of the monthly balances of materials 
and supplies shown on the Company’s books for the 12 months 
ended September 30, 1952. 

The record shows that the monthly book balances of materials 
and supplies have shown a gradual, though slight, increase during 
the 12 months ended September 30, 1952 and, further, that the 
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Company was not operating during that period on an annual sales 
volume of 110,595,000 Mcf upon which we are here determining 
future rates. 

We shall therefore allow in working capital in this docket $1,100,- 
000 for materials and supplies. 

The $657,014 difference, between the Company and the Staff, in 
working capital for average investment in gas in underground 
storage shown in the above tabulation revolves primarily around the 
issue of what is the proper average volume of gas in underground 
storage required for the operation of the Company’s system at a sales 
capacity of 110,595,000 Mcf on a normal year basis. A subsidiary 
issue arose with respect to the unit price per Mcf to be applied to 
the proper average volume of gas in underground storage. The 
latter issue is resolved by the determination of proper unit prices, 
supra, p. 350. 

The Company’s claimed amount in working capital for investment 
in gas in underground storage is calculated on the basis of an aver- 
age volume of 28,210,000 Mcf whereas the amount urged by the Staff 
is computed on the basis of an average balance in storage of 23,490,- 
000 Mcf. 

The evidence presented by the Company in this docket relative to 
the working capacity of the underground storage facilities shows 
that such capacity was increased from the 37,100,000 Mcf claimed 
in Docket No. G-1678 to 44,020,000 Mcf (Exhibit 52). 

The record indicates that the Company’s upward revision of work- 
ing storage requirement is based upon the availability of additional 
volumes of gas for storage during the summer of 1952 because of 
reduced industrial sales by Michigan Consolidated in the Detroit 
area brought on by a steel strike and because the abnormally mild 
winter season of 1951-52 resulted in a larger than normal balance 
of gas in storage at the end of that heating season (T. 2339). 

Three facts militate against our acceptance of the Company’s up- 
ward revision of working storage requirement. 

First, the repeated testimony of the Company’s witness most quali- 
fied to speak on the matter of underground storage operations, that 
the 44,020,000 Mcf of gas in storage used to develop working capital 
requirements in this docket is a temporary situation (Tr. 2236, 2251) 
and that it is not intended that the storage fields be operated at a 
higher capacity than 37,100,000 Mcf at 600 lbs. top pressure (Tr. 
2937, 2951). 

Second, another Company witness, in apparent contradiction to 
the testimony just cited, testified to the effect that his computations 
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for the higher working storage capacity were based on requirements 
to provide for 12% colder than normal weather and the maintenance 
of such balance on a permanent basis, while at the same time admit- 
ting that despite design of the system for such purpose, weather 
colder than 12% below normal had not occurred since the year 1900, 

Third, although the second Company witness recognized that the 
additional gas which would be made available to Michigan-Wiscon- 
sin by increase in working storage capacity to 44,020,000 Mcf would 
result in sales in excess of the normal year’s volume of 110,595,000 
Mcef, no effort was made by the Company in this proceeding to in- 
crease its estimate of sales revenues to give effect to additional sales 
above the so-called normal year capacity. 

The Staff’s evidence on this subject shows that Michigan-Wiscon- 
sin’s schedule of storage field operations, based on the Company’s 
own estimates of firm requirements (Exhibit 81), require a maxi- 
mum balance in storage of 38,027,000 Mcf and that the required 
average balance in storage for working capital purposes is 23,490,000 
Mef. 

On basis of the evidence of record as here summarized, we agree 
with and adopt the Staff’s average balance of gas in underground 
storage of 23,490,000 Mcf, for the purposes of this docket. 

However, on the basis of our determination of the proper unit 
cost per Mcf of gas purchased, supra, pp. 346-350, we derive and 
allow an average unit cost per Mcf of 8.0452¢ at 14.735 psia, or an 
average investment of $1,889,817 for gas in underground storage. 

Michigan-Wisconsin’s claimed working capital requirements also 
include an amount of $1,500,000 representing minimum bank bal- 
ances. The Company through its witness attempts to assign a num- 
ber of reasons for inclusion of such an amount in the working capital 
requirements (Tr. 639-645). The sum total of those reasons, on the 
Company’s own admission, shows that the minimum bank balances 
represent a claim for cash over and above the 14th of annual operat- 
ing expenses accepted and included by the Company and the Staff 
in their respective computations of cash requirements for working 
capital. Thus, the Company witness testified that he included the 
claim for additional cash allowance to cover such items as an assumed 
loss in revenues due to the possibility of a decrease in sales volume; 
possible insufficiency of the 45-day lag used in computing working 
capital; alleged necessity for bank balances to maintain a line of 
credit and to avoid payment of banking service fees; and the claimed 
need to provide funds for at least a minimum program of con- 
struction. 
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We find the Company’s contention in this matter to be without 
merit. 

We view the reasons advanced by the Company for additional cash 
as highly conjectural and not coming to grips with the actual expe- 
rience of the Company, i.e., its growing sales volume, its ability to 
obtain bank loans in large amounts at going interest rates, and the 
indication that the lag between the incurring of expenses and collec- 
tion of revenues does not exceed 35 days on an average basis. 

In addition to our allowance for cash requirements based on 
45-days operation and maintenance expense, less purchased gas costs, 
it is a matter of record that the accruals of ad valorem taxes in 
advance of payment generate a considerable amount of cash working 
capital for Michigan-Wisconsin (Tr. 1350-52). Based upon our 
views of the claimed need for additional cash and on the fact that 
we do not adjust the claimed working capital requirements through 
deduction of any portion of such ad valorem taxes collected a year 
to a year-and-one-half in advance of payment, we feel there is no 
reason to include minimum bank balances in working capital require- 
ments. We shall, therefore, disallow the $1,500,000 of minimum 
bank balances claimed by the Company for that purpose. 

Both the Company and the Staff include in their computations 
an allowance for 45 days operating expenses as cash working capital. 
The difference between them is due not to method but to the oper- 
ating expenses developed in their respective costs of service. Based 
upon our determination of cost of service in this docket, infra, p. 368, 
we find the adjusted operating expenses to be $18,738,695 from which 
we deduct $9,980,860 as cost of gas purchased and $300,914 repre- 
senting depreciation charged to expenses through clearing accounts 
to derive the amount of $8,456,921 representing cash operating ex- 
penses. One-eighth of the last named amount is $1,057,115 which 
we allow as cash requirements. 

In addition to the foregoing amounts allowed we include $65,452 
of rate case expense based on a 3-year amortization period, and 
arrive at a gross working capital of $4,213,395. 

We have previously reiterated our position and basis for deducting 
from gross working capital the appropriate percentage of cash work- 
ing funds provided by the Company’s customers through monthly 
accruals and collections by the Company of Federal income taxes 
many months in advance of the time that such taxes are actually 
paid, supra, p. 353. 
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Contrary to its position in Docket No. G-1678, the Company, in 
this docket, offsets approximately 60% of its calculated Federal 
income tax accruals against the cash items of working capital only. 
The Staff, on the other hand, recommends that 85% of such accruals 
should be deducted from total gross working capital to establish the 
proper amount of working capital to be included in Michigan- 
Wisconsin’s rate base. 

Based on our disallowance of the Company’s claim for minimum 
bank balances, its proposed offset of approximately 60% of the Fed- 
eral income tax included in its cost of service only against cash items 
of working capital would result actually in an offset of only 2614% 
of such taxes. We find such approach grossly inappropriate. 

We similarly do not regard as proper the Company’s claim that 
only 60% of its Federal income tax should be used as an offset. That 
claim is based principally on the over-emphasis given by the Com- 
pany’s witness to the ratios existing during about four months of 
the year between the percentage of tax accruals available and the 
percentage of balances of gas in underground storage. The Company 
claims that those ratios indicate that the needs for working capital 
are greatest when the amounts of its Federal income tax accruals 
making up the average are lowest. We believe the Company’s claim 
merely points up the propriety of our continued use of yearly aver- 
ages in this matter. 

The Staff’s contention for offset of 85% of Federal income taxes 
is based upon the average accruals which will be available to Michi- 
gan-Wisconsin over the period ending in 1955, and thus gives effect 
to the accelerated basis of payment of Federal income taxes adopted 
in the Revenue Act of 1950 (Exhibit 154). 

Since we are here determining rates for the future we shall dis- 
count the percentage of tax accruals applicable to 1952 and use the 
average of the percentages shown on Staff’s Exhibit 154 as being 
applicable to the years 1953-55, or 80%. 

We find, therefore, that there should be deducted from gross work- 
ing capital, 80% of the $3,818,861 of Federal income taxes included 
in our determination of cost of service, infra, p. 368, or $3,055,089. 

We shall, therefore, allow $1,158,306 ($4,218,395 minus $3,055,089) 
for working capital as part of the rate base. 

Summary.—F rom the evidence of record in this docket and on the 
basis of the foregoing discussion, we conclude that the proper rate 
base for the purpose of determining just and reasonable rates and 
charges to be hereafter observed and in force, is as follows: 
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Summary of rate base as adjusted 


Description Amount 
Net utility plant in service: 
ee ee $104, 213, 983 
Working capital: 
Phaterials Gd GUNNS. 6c 56 is id ccnciosaane $1, 100, 000 
ONIN . Saidacinte as cneninonsaeeenauaarsn 101, 011 
Rate case expense, based on 3-year amortization pe- 
I ak i cca dace ales aia aap abigca Rae 65, 452 
Gas in underground storage, 23,490,000 Mcf @ 
as tha sictncecdedacb deeded 1, 889, 817 
Cash requirements: 
Operating expenses_-_._.------ $18, 738, 695 
Less: Gas pur- 
a ee $9, 980, 860 
Depreciation 
charged expense 
through clearing 
accounts_____-- 300, 914 10, 281, 774 


Adjusted operating expenses - - -- 8, 456, 921 


SOht G0 GIGI 5 vic Serene eee 1, 057, 115 





Gross working, capital. ...........6066..0c5c0 4, 213, 395 
Less 80 percent of Federal income taxes available 
SOF WORKING GRINUNE « c.6 ccc dnt dcccecmaucesd 3, 055, 089 1, 158, 306 


ONE TS Wo i iii ieecacdcdiiacmstec neta 105, 372, 289 


Cost of service—The cost of service developed by the Staff in this 
docket is $33,847,872 as compared to the Company’s claim of $38,863,- 
081. The differences between them relate to (1) the effect of the 
escalator clause and adjustment of volume of gas purchased; (2) 
difference in rate of return and difference in rate base to which 
applied; (3) difference in Federal and State income taxes; and 
(4) other adjustments, relating to operating expenses, depreciation 
and taxes other than income. 

We feel, in view of our prior discussion, supra, pp. 346-350, that the 
unit price per Mcf of gas purchased, as shown in Appendix B, infra, 
is self-explanatory. 

Application of the prices shown in Appendix B to total purchases 
of 124,059,891 Mcf of gas, calculated as the normal year requirements 
for sales volumes of 110,595,000 Mcf, and giving effect to a relatively 
small adjustment of $7,748 related to reduction in volume of gas 
used by the Company, we arrive at a net deduction of $1,783,064 
from the Company’s claimed cost of service. 

The following table sets forth the cost of service in this docket 
as claimed by the Company and as adjusted by this opinion. 
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To the extent that we have discussed the principles underlying 
adjustments to the same accounts in Docket No. G-1678 we shall not 
repeat that discussion here. 

Thus, the Staff proposed and we adopt as reasonable the adjust- 
ment to cost of service in this docket in the amount of $29,614 
related to airplane expense allocation. We make note that the only 
difference in that adjustment between the two dockets is the result 
of adding the salary of an additional pilot and that the total deduc- 
tion of $29,614 is spread in the cost of service to transmission expense 
($22,210) and to administrative and general expense ($7,404). 

We believe also that no further discussion is required with respect 
to our deduction from depreciation expense accruals of $5,360 based 
upon our adjustment of plant accounts for capitalization of excess 
interest during construction or to our elimination on the basis of the 
recent United States Supreme Court decision of the entire amount 
of $504,729 claimed by the Company in its cost of service as Texas 
Gas Gathering Tax. 

The Staff proposes that the claimed lease rental payments to Michi- 
gan Consolidated for storage facilities should be reduced by the 
amount of $256,764. This adjustment is based on the Staff’s assertion 
that proposed additional investment in storage facilities as of April 
30, 1952, is not required for the storage working capacity herein 
determined necessary for annual sales of 110,595,000 Mcf. The testi- 
mony of record bears out the Staff’s proposal (Tr. 2217-21, 2290-91). 

We, therefore, find the Staff’s adjustment to this account to be 
proper and we deduct the amount of $256,764 from the Company’s 
storage expenses in the cost of service. 

We have also given effect in the column headed “Other Adjust- 
ments” in the cost of service table, to an adjustment in the total 
amount of $75,471 applicable to the Company’s claim for salaries 
and wages. That total amount has been spread among the expense 
accounts as follows: 


Storage operation and maintenance 
Transmission operation and maintenance 
Distribution operation and maintenance 
Administrative and general 
Taxes—payroll 


75,471 


The Staff has calculated total salaries and wages required for a 
normal year on the basis of annualized salaries of 748 employees. 
In its calculation the Staff has included the salaries and wages of 
the actual number of 744 employees on the payroll at August 31, 
1952, at the rates then in effect plus a wage increase for hourly 
workers effective October 1, 1952. It has also included the salary 
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for a new position of Secretary of the Company added to the pay- 
roll on September 3, 1952 and the salaries of four additional engi- 
neers placed on the payroll after September 1, 1952. 

The Company’s claim for salaries and wages is based upon an 
estimated 759 total number of employees. In view of the fact that 
the Company’s previous estimate in Docket No. G-1678 proved itself 
unrealistic in the light of subsequent actuality and the further fact 
that its evidence in support of the present estimate lacks certainty, 
we are of the view, and find, that salaries and wages should be 
allowed only for the number of employees on the payroll known 
of record. 

The final adjustment in the column headed “Other Adjustments” 
relates to our reduction of the Company’s claim for ad valorem 
taxes by the amount of $354,562. That amount represents the dif- 
ference between the $1,413,194 estimated by the Company and the 
$1,058,632 calculated by the Staff as the proper amount of ad valorem 
taxes to be included in the cost of service. 

In developing the amount of $1,058,632, the Staff had before it the 
actual assessments for eight of the ten States traversed by the Com- 
pany’s pipe-line system, and for the two remaining States it used 
the amounts reported for assessment purposes in 1952. Similarly 
with respect to the rate of tax, the Staff considered the actual known 
rates for 1952 for two locations and in all other instances used the 
estimated tax rates employed by the Company. The rates thus 
developed by the Staff on the basis of known factors represent an 
average increase on a composite basis of 7.77% over the 1951 actual 
tax rates (Exhibit 152). 

In contrast, the Company’s estimate of $1,413,194 of ad valorem 
taxes for the normal year represents an increase of 61.31% over the 
actual tax paid in 1951. 

The extent of the percentage increase claimed by the Company 
does not in itself necessarily indicate impropriety of its estimate. 
However, in this instance, our search of the record clearly shows that 
the derivation of the estimate is almost entirely a judgment figure 
of the Company’s witness, sought to be supported by data we deem 
to be of little probative value. 

We find the Staff’s approach in this matter to be reasonable and 
proper. 

We therefore adopt the Staff’s proposed adjustment and deduct 
from the Company’s claim for ad valorem taxes to be included in the 
cost of service in this docket the amount of $354,562. 

Administrative and general expenses.—As can be readily noted in 
the cost of service tabulation herein, we have set up a separate 
column with respect to a further adjustment of administrative and 
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general expenses in addition to the adjustments to that item hereto- 
fore discussed. That latter adjustment is in a net amount of $145,600 
and is comprised of several adjustments as follows: 


Summary of administrative and general expenses per company and as adjusted 





| | 
Account number and title Total per | Amountof | Totalas 
company | adjustment | adjusted 
| 
| 














790 Salaries of general officers and executives ____-_-_- i OT OO EE $138, 092 
791 Other genera! office salaries_. e ties Se er 750, 554 
792.1 Expenses of general officers... ....-.-.-. -.------------- | a ad 26, 867 
792.1 Expenses of general office employees- --- atasiusl 39, 385 |... | 39, 385 
79 General office supplies and expenses. -- - - aaa 108, 553 ($3, 439) | 105, 114 
7 Management and supervision fees and expenses__ | 219, 313 aio 9l 3) | 200, 000 
795 Special services.......... eaiiaiacaiasicatalabe tial TR ED bacittennncnennfeenccas Seine 
7 Special legal services Koh nih ankal | 119, 694 | (39, 694) | 80, 000 
797 Regulatory commission expomses....................- | 60, 000 | 35, 472 95, 472 
I i ect 5 | 64, 926 (2, 000) | 62, 926 
799 Injuries and dam ages. sais ea, cae eae eS) 124, 891 (7,268) 117, 623 
800.1 Employees welfare MINI es ce 2 es a | 61, 110 | (501) | 60, 609 
Se se alae 121, 629 (17, 257) 104, 372 
801 Miscellaneous general expe | NR SS ee as j | 114, 546 ls | 114, 546 
802 Maintenance of general property. 5 sendmail 002 |... am 5, 092 
803 | ee ae | 148, 374 iene iced 148, 374 

IN sith tn tictaacepnes hcsiermcbccichaesdeaubaliabiiminiadiaieiinisinateiianeibiinaaiad 2, 194, 626 (145, 600) 2, 049, 026 


The adjustment shown above for Account 793 represents cost in- 
curred by the Company for a stenographic transcript of the pro- 
ceedings before this Commission in a docket involving another 
company. We believe such cost to be a non-recurring expenditure 
which has no place in the development of a cost of service upon 
which future rates are determined. 

The Company claims a total amount of $310,913 in its cost of 
service for management and supervision fees and expenses and spe- 
cial services. A portion of those costs ($16,246) relates to gas supply 
exploration services. The facts of record (Tr. 3509) indicate that 
the Company is guaranteed sufficient gas supplies for the next 20 
to 27 years. On the other hand no evidence has been submitted by 
the Company to indicate that its supplies of gas are deficient or that 
its supplier will be unable to continue to furnish the reserves dedi- 
cated under the gas supply contracts. 

Another portion of those expenses ($42,852) represents charges 
for various services rendered in connection with rate matters. We 
agree with the Staff’s position that such charges are more properly 
classified in Account 146.3 used by the Company to accumulate 
Regulatory Commission Expenses subject to amortization of such 
expenses as in this opinion determined. 

In addition to the above, it appears from the testimony of record 
that portions of the total amount of $310,913 represent either ex- 
penses of a non-recurring nature or are duplicative of expenses 
charged to other accounts. 
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We find that an amount of $200,000 is a reasonable estimate of 
future expenses for services includible in Accounts 794 and 795. 

The amount of $119,694 claimed by the Company as Special Legal 
Services expenses to be applicable to the future represents actual 
expenditures for such services in the test year. We believe that 
amount should be adjusted to the extent that it includes legal fees 
which the record shows will not necessarily be incurred in the future 
(Tr. 2819-33), amounts which should have been charged to construc- 
tion (Tr. 2820-29) and, of course, such amounts as relate to can- 
celled retainer arrangement. 

We find on the basis of the above that the amount of $80,000 
represents a proper estimate of special legal services expenses to be 
incurred in the future. 

We have previously (supra, p. 357) set forth our views with respect 
to adjustment of the Company’s claimed regulatory commission ex- 
penses. We, therefore, believe it unnecessary to further elaborate 
on our adjustment of that account as shown in the above table. 

We feel, also, that we need not dwell on the $2,000 adjustment to 
Account 798, Insurance, other than to note that it represents an 
unexplained item in the Company’s claimed expenses in that account. 

To the same extent we believe that no prolonged discussion is 
required by our adjustments to Accounts 799 and 800.1. We borrow 
the Company’s terminology to indicate that those are “resulting ad- 
justments.” Thus the deduction of the amount of $7,268 in Account 
799 represents an adjustment to Liability Insurance and Workmen’s 
Compensation brought about by our allowances in this docket for 
wages and salaries, and the deduction of $501 in Account 800.1 repre- 
sents an adjustment to Group Insurance in line with our salaries 
allowance. 

The Staff proposes that the Company’s claim for Pensions expenses 
in the amount of $121,629 should be adjusted by $17,257. The Staff’s 
adjustment arises from its reduction of the effective cost rate of 3.3% 
of gross salaries of the participating employees used by the Company 
to 2.77% based on the actual experience for the year ended April 30, 
1952, adjusted by a non-recurring credit. 

We find the Staff’s proposed adjustment to be reasonable and 
adopt it for the purposes of this docket. 

Based on the evidence in the record, as briefly summarized in the 
foregoing discussion, we conclude that the administrative and gen- 
eral expenses claimed by the Company in its cost of service in this 
docket should be reduced by a net amount of $145,600, in addition 
to our adjustment of that item by the amount of $51,951, as herein- 
before determined. 
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Income taxes—State and Federal.—As we have previously indi- 
cated, Michigan-Wisconsin effects a savings in Federal income taxes 
by the inclusion of its taxable income in a consolidated tax filing by 
its parent, American Natural. The record shows that the consoli- 
dated Federal income tax return filed by American Natural embraces 
the combined taxable income of Michigan-Wisconsin, Michigan Con- 
solidated, Milwaukee Gas Light and the parent. 

On the basis of a consolidated return, Michigan-Wisconsin used 
a saving of 6% which results in an effective rate of 48.88%, in lieu 
of the current prevailing rate of 52% on a separate return basis. 

In calculating the 6% saving the Company employed a series of 
estimates and assumptions (Exhibit 66). We fail to perceive any 
testimony in the record supporting those estimates and assumptions 
other than a somewhat ambiguous and much qualified explanation 
by the Company witness during cross-examination (Tr. 1464-65). 

In contrast to the Company’s method, the Staff, through use of 
the latest available actual data of record, has derived a 7.78% saving 
in this docket, on the basis of actual savings of 8.28% experienced 
by the Company in 1951 adjusted downward to give effect to a non- 
recurring tax deduction applicable to Milwaukee Gas Light in 1951 
(Exhibit 182). 

We conclude, therefore, that the proper savings due to filing of a 
consolidated return is 7.78% which results in an effective Federal 
income tax rate of 47.95% applicable to this docket. 

Appendix C, infra, sets forth in detail our computations of State 
and Federal income taxes in this docket which result in the adjust- 
ments to those items shown in the cost of service table herein. 

We note for the record that the amount of $2,165,472 of deductions 
for tax purposes shown in Appendix C, infra, does not include the 
$500,000 interest on outstanding short-term loans. We have, hereto- 
fore, set out our views concerning the Company’s proposed program 
to refinance the short-term loans, supra, p. 343. 

Based on the evidence in the record, and our foregoing discussion 
and conclusions with respect to the issues before us, we find that a 
proper cost of service for the determination of just and reasonable 
future rates and charges totals $34,117,774, as set forth in the cost 
of service table, supra, p. 368. 

Application of the cost of service in this docket as here determined 
to the 110,595,000 Mcf of annual sales, adopted herein as the esti- 
mated designed capacity of Michigan-Wisconsin’s system, results in 
average rate of 30.85¢ per Mcf, which we find to be the just and 
reasonable rate to be charged by the Company to all of its customers 
effective on and after December 12, 1952. 
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The Commission further finds, for the reasons given and upon the 
findings hereinbefore set forth: 

(1) The increased rates and charges as contained in Michigan- 
Wisconsin’s First Revised Sheet No. 5 to its FPC Gas Tariff, Volume 
No. 1, filed March 30, 1951, and in Second Revised Sheet No. 5 to 
that same tariff filed June 11, 1952, have not been shown to be just, 
reasonable or otherwise lawful under the provisions of the Natural 
Gas Act. 

(2) The just, reasonable, nondiscriminatory and nonpreferential 
rate or charge applicable to Michigan-Wisconsin’s sales of natural 
gas for resale in interstate commerce in Docket No. G-1678 during 
the period October 1, 1951, through December 11, 1952 is not more 
than 31.19¢ per Mcf, and such rate or charge provides the proper 
basis for computation of refunds by Michigan-Wisconsin during the 
period October 1, 1951 through December 11, 1952. 

(3) The rate or charge of 30.85¢ per Mcf, as hereinafter made 
effective in Docket No. G-—1996, will provide just, reasonable, non- 
discriminatory and nonpreferential rates and charges for the sale of 
natural gas for resale in interstate commerce by Michigan-Wisconsin 
from and after December 12, 1952. 

The Commission orders: 

(A) The motion of the City of Detroit, Michigan, to reopen these 
proceedings for the taking of further evidence be and the same 
hereby is denied. 

(B) The increased rate of 3114¢ per Mcf contained in First 
Revised Sheet No. 5 to its FPC Gas Tariff, Original Volume No. 1, 
filed by Michigan-Wisconsin on March 30, 1951, and the increased 
rate of 35¢ per Mcf contained in Second Revised Sheet No. 5 to the 
same tariff, filed by Michigan-Wisconsin on June 11, 1952, be and 
the same hereby are disallowed. 

(C) Within 30 days from the date of issuance of this order, Michi- 
gan-Wisconsin shall file a substitute First Revised Sheet No. 5 to 
its FPC Gas Tariff, Original Volume No. 1, acceptable to the Com- 
mission, giving effect to the rate of 31.19¢ per Mcf to be applicable 
to its sales of natural gas for resale in interstate commerce during 
the period October 1, 1951 through December 11, 1952, and a sub- 
stitute Second Revised Sheet No. 5 to the same tariff, acceptable to 
the Commission, giving effect to the rate of 30.85¢ per Mcf to be 
applicable to its sales of natural gas for resale in interstate com- 
merce from and after December 12, 1952. 

(D) Within 45 days from the date of issuance of this order, 
Michigan-Wisconsin shall refund to its customers the difference 
between the amounts collected under bond under the rates contained 
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in its proposed First Revised Sheet No. 5, herein disallowed, and 
amounts as computed under the rate of 31.19¢ per Mcf herein found 
just and reasonable in Docket No. G-1678 for the period October 1, 
1951 through December 11, 1952, and the difference between the 
amounts collected under bond under the rates contained in its pro- 
posed Second Revised Sheet No. 5, herein disallowed, and the 
amounts as computed under the rate of 30.85¢ per Mcf herein found 
just and reasonable in Docket No. G-1996, from and after Decem- 
ber 12, 1952, together with interest at the rate of 6% per annum 
from the respective dates of receipt of such excess amounts in both 
refund periods to the date of refund. Michigan-Wisconsin shall 
bear all costs incidental to the making of such refunds. 

(E) Within 60 days from the date of issuance of this order, 
Michigan-Wisconsin shall report to the Commission in writing and 
under oath the details of its calculations resulting in the refunds 
ordered pursuant to paragraph (D) above, together with copies of 
releases from its customers with respect to such refunds. 

(F) In determining the cost of service in Docket No. G—1996, 
Federal income taxes have been computed upon the basis of a 52% 
income tax rate on the assumption that there would be no reduction 
in such tax rate for the year 1954 or thereafter. In the event that 
the actual corporate Federal income tax rate payable by Michigan- 
Wisconsin from and after April 1, 1954 is fixed at less than the rate 
of 52%, then Michigan-Wisconsin shall (1) file within 60 days from 
the date when such reduced tax rate became effective, revised the 
tariff sheets satisfactory to the Commission to reflect the reduction 
in Federal income taxes payable by Michigan-Wisconsin, and (2) 
refund to its customers, upon an equitable basis approved by the 
Commission, the amount represented by the difference between the 
52% Federal income tax rate allowed in the determination of the 
cost of service in Docket No. G-1996 and whatever lesser percentage 
rate is payable from and after April 1, 1954 to the date on which 
the revised tariff sheets provided in (1) herein are made effective. 

Commissioner Digby stated that he concurs in the results reached 
in the foregoing opinion and order but does not rely upon the 
Supreme Court decision in the Phillips case nor upon the order 
regulating independent producers, No. 174, by this Commission. 
Commissioner Stueck not participating. 








FEDERAL POWER COMMISSION 


APPENDIX A 
MICHIGAN-WISCONSIN PIPELINE CoO. 


CALCULATION OF INCOME TAXES BASED ON 6% RETURN FOR THE 12 MONTHS ENDED 
APR. 30, 1952 


[Docket No. G—1678] 


Application of Tar accruals apvail- 








formula to known able for working 
Description amounts ca pital Adjusted rate base 
Rate base: 
Net utility plant in service. $104, 146,406 -____-_-___- $104, 146, 406 
Working capital___------- WEEG WES Si cecncceus 3, 116, 022 
Federal income tax accruals: 
Available for working 
| i oh goed ohne chads ($2, 781, 910) (2, 781, 910) 
Total rate base____----- 107, 262,428 (2,781,910) 104, 480, 518 
Rate of return............... UG -ceaadecnuces 6% 
Re os ates Seer see . add ceeekwn 6, 268, 832 
Deductions for 
calculation of 
income taxes: 
$2,673,374 X 
0. 45512490_ $1, 216, 719 
Surtax exemp- 
Gin ns 5, 211 1, 221, 930 
BUMMER oteccneeuwenns 5, 213, 816 
Calculation of “‘Ig’”’ in formula: 
$5,213,816+-0.5448751 =Ig_ 9, 568, 828 
Calculation of income taxes: 
State income taxes: 
Gross operating income 
Rr Dla ans ari ce pracerie 9, 568, 828 
Deductions for tax pur- 
soc ci ceeaus 2, 673, 374 
Taxable income -- 6, 895, 454 
State tax rate (com- 


I eSiitecaticnaniind 1. 75% 


— ' 





pera aienie ee 120, 670 





| 
j 





Calculation of income taxes 
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Application of 
formula to knour 
amounts 


Description 





Continued 
Federal income taxes: 





Tar accruals avail- 
able for working 


capital Adjusted rate base 


Taxable income as 
above_._._.-- i $6, 895, 454 

Deduct State income 
We Se cious 120, 670 
Taxable income _-_ 6, 774, 784 


Federal tax rate (net)_ 


Total a2, 3, 184, 
Surtax exemption___- - 5, 
Oak aanéewaeds 3, 179, 


oe | 
87% percent of Federal in- 
come taxes = $2,781,910 


326 


47. 01% 


826 
500 


$3, 179, 326 


9, 568, 828 


APPENDIX B 


MICHIGAN-WISCONSIN PIPELINE Co. 


PURCHASED GAS COST 


[Docket No. G—1996] 


Description 


imount 


Total purchases, 124,059,891 Mef @ 14.735 psia 


Dedicated acreage: 


28 


6.6997¢ X 25 X 1.0058 =7.54718525¢ X 82,705,767 Mef 


Stratford acreage: 


8.933¢ < 1.0058=8.9848¢ & 41,354,124 Mef 
PE Gs sits Sacco ceccakdeestmenes 


Total cost of gas purchased 


Average price pert Midi. .... ....-220<6<«<<-- 


468918—61——_-27 





eee $6, 241, 957 
3, 715, 590 
23, 313 


9, 980, 860 
8. 0452¢ 
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ApPpENDIX C 





MICHIGAN-WISCONSIN PIPELINE COMPANY 


CALCULATION OF INCOME TAXES AND AMOUNT OF FEDERAL INCOME TAX ACCRUALS 
FOR WORKING CAPITAL 


AVAILABLE 


[Docket No. G—1996] 


Description 
Rate base: 

Net utility plant in serv- 
ice—as adjusted __-_-_-_--- 
Working capital_--------- 
Federal income tax accruals 
Available for working 
ee 


Total rate base_____---_- 
Rate of return_____-- cates Rese 


Deductions for calculation of in- 
come taxes (‘‘D’”’ in formula): 
$2,165,472 X 
0.46599553 _ $1, 009, 100 
Surtax Exemp- 


tion_______-_ 5, 236 


Calculation of ‘‘Ig’’ in formula: 
$5,491,307 ~0.53400447 = 


Calculation of income taxes: 
State income taxes: 

Gross operating in- 

come; “‘Ig’”’ as above- 

Deductions for tax pur- 

oO 


Taxable income -_ ____-_ 
State tax rate___-_- 


State income taxes____ 


Application of 
Jormula to 
known amounts 


$104, 213, 983 
4, 213, 395 


108, 427, 378 
6% 


6, 505, 643 





1, 014, 336 


5, 491, 307 





10, 283, 260 


10, 283, 260 


2, 165, 472 
8, 117, 788 
1. 75% 


142, 061 


Tax accruals 
available for 
working capital 


Adjusted rate 
base, return and 
income tares 


$104, 213, 983 
4, 213, 395 


($3, 055, 089) (3, 055, 089) 


(3, 055, 089) 105, 372, 289 
6% 


6, 322, 338 


142, 061 


EE a 
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Caleulation of income taxes—Continued 


Application of Taz accruals Adjusted rate 
formula to available for base, return and 
Description known amounts working capital income tazes 
Federal income taxes: 
Taxable income _ as 
BGs 6.3 ota cca eees $8, 117, 788 
Deduct State income 
Wc ckadcods 142, 061 
WOES Sawateabeces 7, 975, 727 
Federal income tax 
ee ee 47. 95% 
We eeuswkacen- 3, 824, 361 
Surtax exemption __-- 5, 500 
Federal income taxes _ - 3, 818, 861 $3, 818, 861 
“El Oe GOR eo nec cetncmuaddbeuees ties aesarkeGen 10, 283, 260 


80 percent of federal in- 
come taxes= $3,055,089 


Clarification of statements in Opinion No. 275 
MICHIGAN-WISCONSIN PIPE LINE CO. 
Docket Nos. G-1678 and G-1996 
August 17, 1954 


The following language appears at pages 6 and 42 of opinion 
No. 275: 


We have given effect in this opinion to the recent decision in the Phillips 
case and have adjusted the unit price to be paid by Michigan-Wisconsin for 
gas purchased to accord with that decision and the rates and charges which 
may be lawfully collected by Phillips. In that regard, we wish to point out 
that in determining the cost of gas purchased by Michigan-Wisconsin in 
Docket No. G-1996 we have excluded $143,930 representing the disallowance 
of increased costs attributable to the minimum wellhead price established 
by the Oklahoma Commission.? The gas produced in the State of Oklahoma 
and delivered by Phillips to Michigan-Wisconsin as a part of the latter’s gas 
supply amounted to 6,161,368 Mcf during the test period here in question. A 
part of this gas was produced by Phillips and a part was purchased from 
others but the record does not show the relative volumes. To the extent 
that a portion of this gas was produced by Phillips, there is no justification 
for attributing to such volume any increase above the established contract 
price by reason of the Oklahoma minimum wellhead price order in question. 
(In the Matter of Northern Natural Gas Company, Opinion No. 228, issued 
June 11, 1952, 11 F. P. C. 123, affirmed in Northern Natural Gas Co. v. 
F. P. C., 206 F. 2d 690, cert. den. 346 U. S. 922, rehearing denied 74 S. Ct. 
862.) To the extent that the minimum price requirements of the Oklahoma 
order may properly be reflected in the price at which gas is sold by Phillips 
to Michigan-Wisconsin (gas purchased by Phillips for resale) and disallowed 


2 2.33601475¢ X 6,161,368 Mcf @ 14.735 psia = $143,930. 
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by our action herein, this element of cost to Michigan-Wisconsin is offset 

by the increased sales and revenues that Michigan-Wisconsin may realize 

above the estimates for the test year in question. 
- + * * 7 * * 

We note further that in Docket No. G-1996 Michigan-Wisconsin also claims 
an adjustment of the unit price paid to Phillips for gas produced in Okla- 
homa to reflect the minimum well-head price established by the Oklahoma 
Corporation Commission’s order effective August 1, 1952. Other volumes 
which are involved in the proposed adjustment are volumes purchased by 
Phillips for resale to Michigan-Wisconsin. However, the record does not 
show the volumes so purchased by Phillips or justify any increase to Michi- 
gan-Wisconsin. Since the adjustment relates in part to sales of natural gas 
purchased by Phillips which are subject to this Commission’s jurisdiction, 
the allowance of such an adjustment would be inconsistent with our deci- 
sion in the Northern Natural case, Opinion No. 228, issued June 11, 1952, 
affirmed in Northern Natural Gas Co. v. F. P. C., 206 F. 2d 690, certiorari 
denied, 346 U. S. 922, rehearing denied, 74 Sup. Ct. 862. 


The Commission hereby corrects and clarifies these statements. On 
the basis of the record in this docket the Oklahoma minimum well- 
head price on the entire 6,161,368 Mcf of natural gas produced in 
the State of Oklahoma, during the test period, and delivered by 
Phillips to Michigan-Wisconsin represents costs which may be prop- 
erly considered in determining Michigan-Wisconsin’s cost of service. 
Commissioners Draper and Smith not participating. 


In THE MATTERS oF 


AMERICAN LOUISIANA PIPE LINE COMPANY, G-2306; 
TEXAS GAS TRANSMISSION CORPORATION, G-2311; 
MICHIGAN WISCONSIN PIPE LINE COMPANY, G-2327; 
MICHIGAN CONSOLIDATED GAS COMPANY, G-—2328 


Opinion and Order Granting Certificates Subject to 
Certain Conditions 


October 1, 1954* 
Syllabus 


1. Commission concludes that there exists a market sufficient to support the 
construction of a project of the magnitude proposed by American Louisiana. 


P. 384. 
2. Commission determines that American Louisiana can sell natural gas at a 
price which will support the project. P. 386. 


* Designated Commission Opinion No. 276. Rehearing denied by order of the Com- 
mission issued November 15, 1954. 
Epitor’s Note: Affirmed 219 F. 2d 729 (CA 8, 1955) certiorari denied 349 U. S. 945. 
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3. Commission discusses the evidence necessary to show adequate gas reserves 
to meet requirements of proposed natural gas pipeline system. P. 387. 

4. Certificate authorization conditioned to require American Louisiana’s sup- 
pliers to fully comply with the Natural Gas Act, as interpreted by the 
Phillips decision, before American Louisiana may commence construction of 
the project. P. 390. 

5. Existing natural gas pipeline company is not aggrieved by the authorization 
of a new pipeline company to serve same area where existing company had 
not proposed to meet additional needs of customers in area to be served. 
P. 391. 

6. Commission issues certificates of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to American Louisiana and Texas Gas. P. 393. 


Chairman Kuykenpa.it and Commissioner Diesy dissenting. 


By THe Commission: 
Opinion 


These proceedings involve interrelated applications’ seeking au- 
thorizations for certificates of public convenience and necessity for 
the construction and operation of natural gas facilities to serve 
important consuming areas in the United States. 

American Louisiana Pipe Line Company (American Louisiana) 
by its application seeks a certificate of public convenience and neces- 
sity under Section 7 of the Natural Gas Act (Docket No. G-2306) 
authorizing the construction and operation of a new pipe-line system 
approximately 1,300 miles in length, which would extend from North 
Tepetate, Louisiana, to termini at Bridgman and Detroit, Michigan. 
The proposed pipe-line system would have an initial capacity of 
approximately 300,000 Mcf of natural gas per day and estimated 
cost of $130,700,000. American Louisiana proposes to obtain its gas 
supply, in part, from various producing fields in southern Louisiana 
(approximately 250,000 Mcf per day), and in part from Texas Gas 
Transmission Corporation (Texas Gas) (approximately 50,000 Mcf 
per day). 

Texas Gas seeks authority (Docket No. G—2311) to construct and 
operate the initial facilities which would enable it to deliver to 
American Louisiana at Slaughters, Kentucky, approximately 50,000 
Mcef of natural gas per day. The estimated cost of Texas Gas’ addi- 
tional facilities is $4,300,000. 

American Louisiana, from its initial capacity of 300,000 Mcf per 
day, proposes to deliver 100,000 Mcf per day to Michigan Wisconsin 
Pipe Line Company (Michigan Wisconsin) and 200,000 Mcf per day 





2 The above-entitled matters involving one or more questions in common respecting gas 
supply or proposed markets were consolidated for the purpose of hearing by an order 
issued February 8, 1954. 
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to Michigan Consolidated Gas Company (Michigan Consolidated). 
Michigan Wisconsin (Docket No. G-2327) and Michigan Consoli- 
dated (Docket No. G-2328) have timely filed the necessary applica- 
tions to enable them to receive and deliver such gas. Hearings on 
these applications have not been completed, and accordingly are not 
disposed of herein. 

Hearings in these consolidated proceedings were commenced on 
March 8, 1954 and recessed August 6, 1954. Following the Com- 
mission’s rejection of motions filed by various parties, American 
Louisiana, Michigan Consolidated, and Michigan Wisconsin on 
August 17, 1954, filed a joint “Application for Rehearing,” and 
requested the Commission to enter an order: (1) Directing the Pre- 
siding Examiner to certify immediately the completed record to the 
Commission and omitting the intermediate decision procedure; (2) 
Fixing the time for the filing of briefs and oral argument so that 
the Commission may consider and determine the merits of the appli- 
cations of American Louisiana and Texas Gas prior to October 1, 
1954, the date by which American Louisiana must obtain a certifi- 
cate of public convenience and necessity to prevent possible termina- 
tion of its gas purchase contracts; and (3) Reserving for subsequent 
hearing and determination subsidiary issues presented, such as deter- 
mination of additional markets to be served by American Louisiana 
and Michigan Wisconsin and questions involving allocation of gas, 
rates, financing, and related matters. Thereafter on September 3, 
1954, the Commission issued an order setting these matters for oral 
argument on September 8, 1954, and permitting the parties to file 
briefs by that date. The matters were fully argued to the Commis- 
sion on September 8, 1954, and briefs were filed. 


MARKETS 


The markets Applicant proposes to serve are in the present market 
areas of Michigan Wisconsin and Michigan Consolidated. Certain 
intervenors seek natural gas directly from American Louisiana for 
other communities not now served, but as yet have had no oppor- 
tunity to present testimony as to their needs. 

There are about 1,000 pages of testimony and 14 exhibits dealing 
with the markets or some part thereof. Delivery will be made 
directly to Michigan Consolidated at Detroit, the largest part of the 
total market, and elsewhere to the other markets delivery will be 
made by Michigan Wisconsin utilizing the increased volumes avail- 
able to it. Since, however, no specific portion of the market pro- 
posed to be served by American Louisiana is reserved for it, it is 
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necessary to examine the entire market, particularly in relation to 
supply now available to these areas. 

According to the testimony the present supply available for resale 
from all sources aggregates 156,950,000 Mcf annually. There can 
be no question but that this quantity is clearly inadequate; not only 
has this Commission found it necessary to restrict the growth of the 
load through the tariff of Michigan Wisconsin, but the Michigan 
and Wisconsin Commissions have found it necessary to impose strin- 
gent restrictions on the growth of load in their respective juris- 
dictions. The questions that need to be determined are: (1) Is 
there a sufficient market above the present supply to justify a project 
of the magnitude of American Louisiana, and (2) In view of the 
increased costs to the proposed markets associated with the Ameri- 
can Louisiana project, can the gas be sold at a price sufficient to 
support the project? 

In view of the importance of the market we will examine it in 
some detail. During 1958, the expected third year of full operation, 
it is estimated that residential and commercial customers, including 
those using gas for space heating, will require 197,728,000 Mcf. This 
portion of the load was estimated by multiplying the expected num- 
ber of customers of each type by historically developed customer 
usage factors. The growth in number of customers appears to be 
based largely on past experience, particularly during the period 
when the Michigan Wisconsin system began operating. Evidence 
shows that a total of 60,000 new homes are expected to be connected 
in the Detroit district of Michigan Consolidated in the five-year 
period 1954 through 1958, inclusive. Were a condition of building 
saturation to develop, we would expect the period of diminution of 
new construction to require at least a few years so that we cannot 
find the expected rate of growth—less than two percent per year 
for the next five years—to be unreasonable. The end result of 58 
percent residential space heating saturation in 1958 for the entire 
system appears to be reasonable. It is in line with experience else- 
where, where restrictions on space heating have not been as severe 
as the restrictions have been in these markets. 

In 1958 firm industrial requirements are expected to be 34,986,000 
Mcf annually. This portion of the load was estimated on the basis 
of percentage increase in the total, plus some volumetric increases 
for particular customers. Overall, the increase from 1953 actual 
sales of 25,144,500 Mcf to expected requirements of 34,986,000 Mcf 
in 1958 is an increase of 39 percent. By far the largest proportion 
of the increase is in Wisconsin, which area has been under restric- 
tions on industrial sales practically since natural gas was first intro- 
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duced into the area. The expected rise for Michigan Consolidated 
is nominal, being from 19,372,600 Mcf in 1953 to 20,339,000 Mcf 
in 1958. 

Assuming that all existing supplies of gas to the Michigan Con- 
solidated and Michigan Wisconsin markets were utilized for firm 
service, the record shows that 69 percent of the gas proposed to be 
delivered by American Louisiana to these markets would be needed 
for the remaining firm requirements expected in 1958. Based upon 
firm deliveries only, 69 percent of the total capacity would be insufli- 
cient to support a project of the magnitude proposed by American 
Louisiana. The rest of the market consists of so-called off-peak firm 
industrial and interruptible industrial load. We can find little dis- 
tinction between these classes and will discuss them together. Appli- 
cant claimed a total potential of 51,006,400 Mcf in these classes for 
the year 1958. Evidence presented by the coal interests claimed that 
this potential load included nearly 20,000,000 Mcf of boiler fuel in 
Detroit and Milwaukee alone, which, on the basis of strict economics, 
could and may be served by coal. Applicant points out that by far 
the largest part of this boiler fuel market is now using liquid fuel 
with equivalent costs in 1952 above the expected selling price of gas. 
Under that condition it would be reasonable to expect that gas could 
and would acquire a substantial portion of the load. 

The evidence shows that 11,927,400 Mcf of interruptible gas was 
sold in 1953 with only a limited gas supply and under restrictive 
orders of both this Commission and the respective State Commis- 
sions, which orders were designed to protect the gas supply for 
already attached smaller customers, principally in the residential 
and commercial classifications. We find nothing in the record to 
indicate that such volume of interruptible gas cannot be sold in the 
future. This amounts to nearly eleven percent of the entire volume 
to be made available from American Louisiana. This would give 
a total market for nearly 80 percent of the American Louisiana gas. 
Experience discloses that various pipe lines operating under the 
jurisdiction of this Commission are successfully operating at such 
load factors. 

The record is clear that there exists a substantial additional inter- 
ruptible market in both territories proposed to be served which, in 
fact, is shown to exceed the estimated total volumes of gas to be 
available in 1958 from all sources, including American Louisiana, 
by 19,030,000 Mcf per year. Whether or not the estimate of Ameri- 
can Louisiana that such additional requirements, together with those 
of intervenors seeking gas supplies, will enable it to operate its 
system at 100 percent load factor will require further evidence. The 
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conclusion is inescapable that there exists a market sufficient to sup- 
port the construction of a project of the magnitude proposed by 
American Louisiana. This finding suffices for the present, but our 
order herein will provide, as we have done in numerous cases hereto- 
fore, for continuation of the proceedings to determine more particu- 
larly the disposition of the gas to be made available through these 
projects. 


DESIGN AND FEASIBILITY OF THE PROJECT 


American Louisiana is proposing to build a total of 1,288.6 miles of 
pipe line, and three compressor stations with an aggregate of 30,000 
Bhp installed. The main line from North Tepetate, Louisiana, to 
Detroit, Michigan, will consist of 1,004 miles of 30-inch pipe line 
with the three compressor stations. From a point on the 30-inch line 
near Payne, Ohio, to a point on the Michigan Wisconsin system 
near Bridgman, Michigan, American Louisiana proposes to construct 
117 miles of 22-inch line. From the Krotz Springs Field and from 
a point near Lowry, Louisiana, a total of 81.9 miles of 24-inch are 
proposed. A total of 85.7 miles of smaller diameter supply laterals 
in Louisiana is also proposed. 

The system as designed by American Louisiana is intended to 
deliver an average of 300,000 Mcf per day to Michigan Consolidated 
and Michigan Wisconsin. This is true whether all of the gas is 
taken from the fields in southern Louisiana or a substantial portion is 
taken from Texas Gas Transmission Corporation. The principal 
design question that appears on the record is the need for the 22-inch 
line from Payne, Ohio, to Bridgman, Michigan. Applicant has 
stated that the construction of the 22-inch line is related to the 
matter of the allocation of gas between Michigan Consolidated and 
Michigan Wisconsin. American Louisiana proposes delivery of 
200,000 Mcf to Michigan Consolidated and 100,000 Mcf per day to 
Michigan Wisconsin. Certain intervenors also request gas supplies 
in these proceedings. The appropriate allocation of the total supply 
to be made available must depend on the further proceedings to be 
held as ordered herein. In view of the present state of the record 
it is our belief that the question as to the need or desirability of the 
22-inch line being authorized should be deferred until these further 
proceedings are concluded. 

We find the remainder of the preposed American Louisiana system 
to be reasonably adequate to render the service proposed and to be 
required by the present and future public convenience and necessity. 

While, as noted under the discussion of markets, we expect the 
proposed line will operate at a high load factor, the possibility is 
always present that conditions not foreseen by Applicant may result 
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in a lesser demand for gas than forecast and hence the higher aver- 
age costs associated with lower load factor operation. This and 
other considerations impel us to study the record to determine what 
these costs might be. Applicant’s proposed rate of $2.90 per Mcf 
demand charge and 30 cents per Mcf commodity charge would yield 
the following average rates per Mcf at the load factors indicated: 


RO cases ee ee 42.71¢ 
a seheha  a ae e  B 41.92¢ 
—_—_ EOE 41,22¢ 
Bd cere ee oe ree 40.59¢ 
a i ia a at ee a 40.04¢ 
Naa a ae 39.53¢ 


Michigan Wisconsin has indicated that after the increased supplies 
are received, it expects to be able to sell gas for about 35 cents per 
Mef. While it is probably true that the influx of higher cost Ameri- 
can Louisiana gas into the Michigan Wisconsin system will mean 
some upward adjustment in its rates, such adjustment should not 
increase the cost of service to a point where a rate in excess of 35 
cents would be required. Michigan Wisconsin studies show that a 
35 cent rate will yield a return of 6 percent or more and that the 
company has been selling all the gas it has had at that rate for 
sometime. Michigan Consolidated has indicated and presented evi- 
dence that it can absorb the proposed rate of American Louisiana 
without affecting its existing rates, which are subject to the jurisdic- 
tion of the Michigan Commission. That Commission, as well as the 
City of Detroit, County of Wayne, Michigan, and the Public Serv- 
ice Commission of Wisconsin, have actively participated in these 
proceedings and strongly urge the issuance of the certificate to 
American Louisiana on this record at this time. 

While it is impossible, at this time, to determine precisely what 
the American Louisiana cost of service, and its rates, may be until 
the further proceedings ordered herein have been concluded, it is 
our firm opinion that American Louisiana can sell the gas at a price 
which will support the project. We will, therefore, condition this 
certificate to require that American Louisiana file a schedule of rates 
satisfactory to the Commission at least 60 days prior to commence- 
ment of service. 

American Louisiana proposes to finance its facilities by the issu- 
ance of $97,500,000 of 414 percent first mortgage bonds, $12,000,000 
of interim notes convertible into a like amount of preferred stock 
and $20,500,000 of common stock. The company has already entered 
into bond purchase agreements with two insurance companies cover- 
ing the disposition of the bonds. While it is questionable that the 
financing can be consummated at this time, in the absence of appro- 
priate certificates being issued to the independent producers propos- 
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ing to supply the gas to American Louisiana, we believe there is 
no question that the project can be financed when this requirement 
has been met. 

Under the bond purchase agreements American Louisiana may not 
redeem its bonds during the first ten-year period following the date 
of the bonds at an interest rate of less than 414 percent. We find 
this condition to the purchase of the bonds unsatisfactory. We will, 
therefore, further condition the certificate by requiring American 
Louisiana to submit a plan of financing satisfactory to the Commis- 
sion 30 days prior to commencement of construction. 


GAS SUPPLY 


Gas supply of American Louisiana—American Louisiana’s gas 
supply to meet the estimated requirements of its proposed system is 
to come from two principal sources, namely, reserves dedicated under 
contracts with independent producers and purchases from Texas 
Gas Transmission Corporation. 

The major portion of the supply is to come from its purchases 
under contracts with producers. Testimony of record shows that 
as of September 1953, the recoverable reserves available to American 
Louisiana from this source totaled 2,632,598 MMcf. Reducing this 
volume by 255,395 MMcf, estimated for untested and unproven 
reservoirs, results in an availability life of 14 years to 17 years 
depending upon the recovery factor applied to water drive reservoirs. 

Subsequent drilling has increased the estimated volumes in place 
to 2,958,392 MMcf and reduced the untested and unproven reservoir 
volumes to 184,494 MMcf as of June 1954. Whether or not any of 
such additional reserves can be delivered to the pipe line under the 
proposed plan of operation has not been demonstrated. In the 
absence of a revised study of availability of gas reserves under the 
proposed plan of operation, no definite conclusion can be reached 
as to the precise effect of such additional gas reserves in place on 
the project. It is reasonable to suppose, however, that some portion 
of such additional reserves will be available to this project if needed. 

The correct recovery factor to be applied to a water drive reser- 
voir cannot be ascertained at this time. Opinions of experts in these 
matters differ widely and only future production history can prove 
the correctness of assumptions now made. It is not necessary that 
the Commission determine the correctness of any specific estimate; it 
is sufficient that we find that-the reserves of natural gas are rea- 
sonably adequate to meet the proposed requirement from this source. 
We find that the gas reserves available to American Louisiana under 
purchase contracts are reasonably adequate, in terms of volume and 
deliverability, to meet the requirements of the proposed project 











388 FEDERAL POWER COMMISSION 


from that source. Certain legal considerations relating to this source 
of gas are discussed below. 

The Texas Gas project—Texas Gas is proposing in Docket No. 
G-2311 to sell 18,615,000 Mcf annually (51,000 Mcf on an average 
day) to American Louisiana at a point near its existing Slaughters, 
Kentucky, Compressor Station. In order to make this delivery (up 
to 102,000 Mcf on a day of peak delivery) it is proposing to install 
approximately 48.20 miles of 26-inch loop line along its existing 
system between Memphis, Tennessee, and Slaughters, an additional 
1,500 Bhp compressor unit in its existing Covington station and a 
sales meter station. The delivery will be made utilizing idle, off- 
peak capacity in its existing system south of Memphis. The pro- 
posed additional looping will complete a second 26-inch line from 
Memphis to a point beyond Slaughters. 

The over-all cost of construction is estimated to be $4,281,135. 
Texas Gas proposes to finance this project temporarily with a 
$4,000,000 bank loan, this bank loan to be repaid out of a part of the 
proceeds of a large bond issue expected in the future. Texas Gas 
has been advised by one of the banks with which it is now doing 
business that this loan will be available when required. 

Gas supply of Texas Gas.—Texas Gas proposes to sell 18,615,000 
Mcf of firm off-peak gas annually to American Louisiana from its 
existing sources of supply. Some question was raised as to the 
ability of Texas Gas to supply American Louisiana in addition to 
its existing markets in view of the uncertainties of the future re- 
quirements of the existing customers of Texas Gas, the divergence 
of views of several geologists and engineers concerning the re- 
maining gas reserves in the Carthage Field, and the possible ter- 
mination of certain contracts of Texas Gas with its suppliers. 

We find merit in Texas Gas’ arguments that the proposed sale 
to American Louisiana will ultimately redound to the benefit of 
the customers of Texas Gas in that it will increase the system load 
factor, make it easier for Texas Gas to live within the minimum 
take-or-pay provisions of its gas purchase contracts, enable Texas 
Gas to buy additional gas for future expansion, and provide a 
diversity of load as insurance against decreased sales from mild 
weather or unfavorable economic conditions in the territory being 
served. 

We have also given consideration to the letter to Texas Gas from 
The Ohio Fuel Gas Company (Ohio Fuel) which indicates a desire 
on the part of Ohio Fuel to convert the present interruptible de- 
liveries from Texas Gas to firm service and possibly discontinue 
the interruptible deliveries after 1958. 
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As shown by the Ohio Fuel letter it is impossible to predict at 
this time what the circumstances will be in 1958 when the present 
interruptible contract expires. Texas Gas will at that time, how- 
ever, be required to obtain additional supplies of gas to firm up 
such service, if desired by Ohio Fuel, and in the meantime will, 
under the proposed plan of service to American Louisiana, be main- 
taining its ability to serve a substantial off-peak market, which will 
result in more economical service to its other customers. In any 
event Texas Gas will be able to more effectively plan its gas pro- 
curement program consistent with the future plans of Ohio Fuel and 
its other customers as they materialize. Furthermore, while it ap- 
pears Texas Gas has not completely answered the questions raised 
on the record with respect to its showing of gas reserves in the 
Carthage Field, under the circumstances described above we do not 
believe that we can or need to resolve all these issues at this time. 
Texas Gas should, however, be prepared in any future proceeding 
involving proposed increased deliveries to fully support the avail- 
ability of its Carthage reserves. 

There is no question that the proposed construction and operation 
by Texas Gas is and will be required by the present and future 
public convenience and necessity and that Applicant will be able to 
carry out its proposal as presented. 

Staff objected to the use by Texas Gas of its proposed ACQ-3 
rate schedule because such rate applicable in Zone 3 is greater than 
the company’s present storage rate IS—+ applicable in Zone 4 for 
what is substantially the same type of service. We will condition 
the certificate to Texas Gas on the latter’s filing a satisfactory rate 
for the sale of gas to American Louisiana 60 days prior to the com- 
mencement of service. 

Based on the above, it is concluded that the supply of gas avail- 
able to American Louisiana, including that to be received from 
Texas Gas, is reasonably adequate to support the proposed project 
as presented. 


LEGAL CONSIDERATIONS RELATING TO GAS SUPPLY 


Clearly, except for the Supreme Court’s decision in the case of 
Phillips Petroleum Company v. State of Wisconsin, et al., 347 U. S. 
672, on June 7, 1954, American Louisiana and Texas Gas would at 
this time be granted the certificates which they seek, subject only to 
the conditions as to allocation of gas, rates and financing provided 
herein. That case decided that the provisions of the Natural Gas 
Act require this Commission te regulate the sale for resale of natural 
gas by independent producers in interstate commerce. 
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The Commission, implementing the Phillips decision, issued Order 
174—A, in Docket No. R-138, setting forth the detailed procedures 
to be followed by producers of natural gas in securing the requisite 
certificates of public convenience and necessity and complying with 
the provisions of the Natural Gas Act. The original order required 
producers making such sales to apply for such certificates by Oc- 
tober 1, 1954. However, after a public hearing, and a showing by 
many of the producers affected that the filing requirement by Oc- 
tober 1, 1954, would work a hardship on them, the Commission on 
September 24, 1954, amended Order 174—A, and extended the filing 
date until December 1, 1954. We perceive no valid reason for re- 
quiring American Louisiana’s producers to file their applications at 
an earlier date. On June 7, 1954, there were two major gas cer- 
tificate cases, including the present proceeding, pending before the 
Commission. The record had been closed in the other case, and 
the Commission did not reopen that record on account of the Phillips 
decision, and granted the certificates therein sought. The applica- 
tions under consideration had been filed and a major portion of the 
hearings had been completed. The problem with which we are now 
confronted is a determination of the method to be followed in 
applying the requirements of the Phillips decision to the present 
proceedings. 

Under the Natural Gas Act, Congress delegated to this Commis- 
sion necessary powers to enable it to carry out the over-all purposes 
of the Act. The means and methods which are to be employed in 
effectuating this result are left to the administrative discretion of 
the Commission. We recognize the necessity of securing full compli- 
ance with the Natural Gas Act as interpreted by the Supreme Court 
in the Phillips case and the conditions included in this order so 
provide. We differ with our dissenting colleagues only in the 
method to be followed in bringing about such compliance in the 
particular circumstances of this case so that the public interest may 
best be served. 

American Louisiana’s gas purchase contracts provide that the sell- 
ers shall have the right to terminate same on or after October 1, 
1954, unless American Louisiana shall have notified sellers that it 
has secured a certificate of public convenience and necessity from 
this Commission. In the event such a certificate is not issued prior 
to October 1, 1954, that alone, in spite of the fact that American 
Louisiana’s project is otherwise feasible, might well result in a 
failure of the project. This would deprive the consuming public in 
the area to be served of the much needed gas which American 
Louisiana proposes to provide. It appears from the uncontradicted 
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evidence in these proceedings that there is a crying demand for 
additional quantities of natural gas in the Michigan-Wisconsin area, 
which, if not satisfied by the American Louisiana project, may not be 
satisfied for a considerable period of time. We do not believe that it 
would be consistent with our responsibilities, during this transi- 
tional period resulting from the PAéllips decision, and in view of 
the large unsatisfied demand for natural gas in the area to be 
served, for us to adopt any procedure for enforcing the mandate of 
the Phillips decision, which might result in a collapse of the Ameri- 
can Louisiana project to the detriment of the public welfare. We 
will, therefore, issue a certificate to American Louisiana at this time 
so as to make fully effective its gas purchase contracts, including, 
however, a condition that American Louisiana may not commence 
construction of the project until its suppliers have fully complied 
with the Natural Gas Act as interpreted by the Phillips decision. 


INTERVENERS 


Panhandle Eastern Pipe Line Company, which company also 
serves Michigan Consolidated, has intervened in opposition to the 
granting of the application, alleging competition. We do not find, 
however, any proposal by Panhandle to meet additional needs of 
Michigan Consolidated or of the other customers of Michigan Wis- 
consin. Accordingly, we do not see wherein Panhandle may be 
aggrieved by the granting of a certificate to American Louisiana. 

Interveners representing coal, labor, and railroad interests oppose 
the granting of a certificate to American Louisiana in these pro- 
ceedings upon the ground that natural gas to be made available to 
consumers in the area here involved will cause a displacement of 
coal as a fuel to the detriment of producers and transporters thereof. 
As pointed out above, however, it would appear that such natural 
gas as may be sold for boiler use will largely displace liquid fuels 
rather than coal. The evidence definitely establishes a need for 
natural gas by the consuming public in said area, which should be 
met without further delay. There is, indeed, nothing in the record 
to indicate that it would be in the public interest to deny these 
consumers the use of natural gas as proposed. 


FINDINGS AND CONCLUSIONS 


In reaching the findings, conclusions, and decisions herein, the 
Commission has considered the evidence of record, the briefs and 
reply briefs, the proposed findings and conclusions submitted by 
parties to the proceedings and the oral arguments. On the basis of 
the record herein, all proposed findings and conclusions submitted 
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for the Commission’s consideration are hereby rejected except so far 
as the same have been adopted in this opinion and order. 

Upon consideration of the foregoing and the entire record the 
Commission finds: 

(1) That timely execution of the Commission’s functions under 
the Natural Gas Act imperatively and unavoidably requires the 
omission of the intermediate decision procedure in these proceed- 
ings. 

(2) American Louisiana Pipe Line Company, a Delaware corpo- 
ration having its principal place of business in Detroit, Michigan, 
upon completion of construction authorized herein, will become a 
natural-gas company within the meaning of the Natural Gas Act. 

(3) Texas Gas Transmission Corporation, a Delaware corpora- 
tion, with its principal place of business in Owensboro, Kentucky, 
is a natural-gas company within the meaning of the Natural Gas 
Act, as found by the Commission in Docket No. G-859 (8 FPC 
190). 

(4) The facilities which American Louisiana and Texas Gas pro- 
pose to construct and operate, as more fully described in their appli- 
cations at Docket Nos. G-2306 and G—2311, respectively, for the 
transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(5) The construction and operation of facilities by Texas Gas and 
by American Louisiana, as authorized herein, are required by the 
public convenience and necessity and certificates therefor should be 
issued as hereinafter ordered, upon the terms and conditions of this 
order, which terms and conditions are reasonable and required by 
the public convenience and necessity. 

(6) Texas Gas and American Louisiana are able and willing 
properly to do the acts and to perform the services authorized 
herein, and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder. 

(7) The applications of Michigan Wisconsin Pipe Line Company, 
Docket No. G-—2327, and Michigan Consolidated Gas Company, 
Docket No. G—2328, together with all petitions seeking gas service 
from American Louisiana and Michigan Wisconsin, in these pro- 
ceedings should be reserved for further disposition, together with 
those matters in American Louisiana Pipe Line Company, Docket 
No. G—2306, specified herein, subject to further order of the Com- 
mission. 
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The Commission orders: 

(A) The intermediate decision procedure in the above-entitled 
matters be and the same is hereby omitted. 

(B) A certificate of public convenience and necessity be and 
the same is hereby issued authorizing American Louisiana to con- 
struct the facilities hereinbefore referred to, which are more fully 
described in its application in Docket No. G—2306, for the transpor- 
tation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. The fol- 
lowing conditions are hereby attached to the exercise of the rights 
granted under the certificate issued American Louisiana herein: 

(i) American Louisiana shall undertake the construction of any 
facilities for which a certificate has been issued herein unless there 
have been filed with the Commission prior to December 1, 1954, 
applications for certificates of public convenience and necessity to 
supply gas sufficient to support this project and until such certifi- 
cates have been issued and accepted by the respective applicants. 

(ii) The deliveries and sales of gas to be made by American 
Louisiana, together with the question of the authorization for the 
construction of the 117 miles of 22-inch line hereinbefore referred 
to, are hereby made subject to further order of the Commission 
in this proceeding. 

(iii) American Louisiana shall transport and sell no more than 
111,946,000 Mcf at 14.73 psia per year, the disposition of which is 
hereby made subject to further order of the Commission. 

(iv) American Louisiana shall file a schedule of rates satisfac- 
tory to the Commission not less than 60 days prior to commence- 
ment of service. 

(v) American Louisiana shall file a plan of financing satisfactory 
to the Commission at least 30 days prior to commencement of con- 
struction of the facilities herein authorized. 

(C) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Texas Gas to construct the facili- 
ties hereinbefore referred to, which are more fully described in its 
application in Docket No. G—2311, for the transportation and sale 
of natural gas, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. The following conditions 
are hereby attached to the exercise of the rights granted under the 
certificate issued Texas Gas herein: 

(1) Texas Gas shall not commence construction of facilities until 
suppliers of natural gas from whom Texas Gas purchases gas shall 
comply with Commission Order No. 174-A, as amended, where 
applicable. 
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(ii) Texas Gas shall deliver and sell no more than 18,615,000 
Mcf at 14.73 psia per year to American Louisiana on a firm basis 
unless otherwise ordered by the Commission. 

(iii) Texas Gas shall not undertake the construction of any facili- 
ties for which a certificate has been issued herein until the condition 
contained in the certificate issued to American Louisiana under 
paragraph (B) (i) shall have been complied with. 

(iv) Texas Gas shall file with the Commission at least 60 days 
prior to the commencement of service a rate schedule satisfactory 
to the Commission. 

(D) Hearings on the applications of Michigan Wisconsin Pipe 
Line Company, Docket No. G-2327, and Michigan Consolidated Gas 
Company, Docket No. G—2328, together with all petitions seeking 
gas service from American Louisiana and Michigan Wisconsin in 
these proceedings and the matters specifically reserved for further 
disposition in American Louisiana Pipe Line Company, Docket No. 
G-2306, shall be subject to further order of the Commission. 

(E) These certificates issued in paragraphs (B) and (C) hereof, 
together with the conditions attached thereto, shall be accepted in 
writing by responsible officials of American Louisiana and Texas 
Gas, respectively, within 120 days of their issuance. 

(F) The certificates issued herein are not transferable and shall 
be effective only so long as American Louisiana and Texas Gas con- 
tinue the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, and any pertinent rules, regulations 
or orders heretofore or hereafter issued by the Commission. 

Chairman Kuykendall and Commissioner Digby dissenting. 


KvYKENDALL, Chairman, and Diepy, Commissioner, dissenting: 

We believe our order of August 13, 1954, is correct and should 
stand, and that a certificate of convenience and necessity cannot 
lawfully be issued to American Louisiana on the existing record. 

The assertions that this Commission has by its issuance of said 
order, stood on a bare legal technicality and therefore unnecessarily 
delayed or precluded the delivery of natural gas to large segments 
of the public deserve refutation. No one disputes the fact that the 
decision of the Supreme Court in the Phillips Petroleum Company 
case, 347 U. S. 672, (decided June 7, 1954) makes it mandatory 
that independent producers of natural gas, such as those with whom 
American Louisiana has contracts, obtain certificates of convenience 
and necessity, just as interstate transmission companies must do. 

From experience, this Commission has found that interdependent 
applications for certificates must necessarily be considered and 
processed jointly. Section 7 (e) of the Natural Gas Act requires 
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the Commission to find that the “* * * applicant is able and willing 
properly to do the acts and perform the services proposed * * *” 
before a certificate can be issued. If two or more natural gas com- 
panies propose to share in the construction of one entire project, the 
Commission cannot make a finding that one applicant is “able and 
willing” unless it can find that the other applicants, on whom the 
first applicant depends, are also “able and willing.” 

This Commission’s order No. 163 became effective on September 
15, 1952, more than a year before American Louisiana and the other 
applicants filed their applications herein. Section 157.13 (c) thereof 
provides as follows: 

When an application considered alone is incomplete and depends vitally 
upon information in another application, it will not be accepted for filing 
until the supporting application has been filed. When applications are inter- 
dependent, they shall be filed concurrently. 

After the Phillips decision this Commission adopted Order 174—A 
which contains a similar provision in Section 157.23 (b) thereof 
which is as follows: 

* * * In those instances where a certificate of public convenience and 
necessity is required of a natural-gas company for the construction or opera- 
tion of facilities to enable it to take natural gas from another natural-gas 
company, the applications for certificates of public convenience and necessity 
shall be filed simultaneously. 

Obviously, simultaneous filing was not possible in this instance, 
but that does not mean that no filing at all, by the independent 
producers is or should be required before a certificate is issued. The 
fair and necessary requirement is that the producers file their appli- 
cations so that they may be considered along with the other inter- 
dependent applications. 

We would not require strict and unreasonable adherence to this 
rule during this period of transition and unsettled conditions in the 
natural-gas industry, due to the Phillips decision, if we had any 
satisfactory proof that American Louisiana’s suppliers are able and 
willing to do what must be done, in order to enable American 
Louisiana to do what it proposes to do. But this proof is wholly 
lacking. In fact, two suppliers, representing about twenty-five per- 
cent of the gas American Louisiana had contracted for, have indi- 
cated clearly in petitions seeking reconsideration of our Order 
174—A, which are on file with this Commission, and of which we 
take notice, that they consider their contracts at an end. 

The filing of applications by the producers is a relatively simple 
clerical task, insofar as they are concerned. It is much more than 
fulfillment of a technical requirement insofar as the Commission is 
concerned. Such a filing would show the producers’ willingness, 
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which the law requires. The applicant has already introduced some 
evidence concerning the producers’ ability. Proof both of ability 
and willingness is required under the law. 

The cases which counsel for the applicant has cited, wherein con- 
ditional certificates were issued and upheld, are clearly distinguish- 
able from this case. In the cited cases, the conditions were imposed 
on the applicant, who could meet the conditions, or refuse the certifi- 
cate, as he saw fit, or the conditions were imposed upon a party 
affiliated or associated with the applicant who was controlled by the 
applicant or who had already shown ability and willingness to meet 
the condition if imposed, or the condition was one merely requiring 
compliance with certain laws or regulations, which presumptively, 
as a matter of law, could be done. 

We find no analogy between this case and the Pacific Northwest 
Pipe Line case, Docket No. G—996, et al, referred to but not specif- 
ically designated by the majority, which was decided after the 
Supreme Court’s decision in the Phillips case. The hearing was 
concluded in this case before the Phillips decision and the issue of 
regulation of producers was not presented. Even on rehearing, the 
rival applicant did not raise the issue, and it was not actually pre- 
sented by any other parties in their petitions for rehearing, although 
one or two intervenors made passing reference to the point. Mani- 
festly, we cannot go back into the past and rehear and redecide all 
cases which might have been affected by the Phillips decision. Here 
the issue is squarely presented to us on the record in a pending case, 
the first certificate case of this kind to come to us. 

We are not at all convinced of the soundness of the argument that 
the applicant must have a certificate by October 1, 1954, in order to 
be able to hold its suppliers to their contracts. If the suppliers, by 
their own conduct, have prevented the applicant from performing 
under its contracts, with them, then they, the suppliers, cannot 
escape their contractual responsibility by claiming the applicant has 
defaulted. Hence, the October 1 deadline, which may have existed, 
prior to the Phillips decision, has now been erased. We do not even 
find it necesary, at this time, to impose another deadline on Ameri- 
can Louisiana producers, as the majority has done. 

We have no question concerning the demand for natural gas in 
the market which this project proposes to serve. We have no doubt 
that this market can use all the gas the applicant originally hoped 
to deliver, and more too, provided the price is low enough. It is 
impossible to determine, at this time, what prices are necessary to 


make the project feasible, and whether those prices would be com- 
petitive with other fuels. 
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The applicant, in the hearing, submitted a plan of financing which 
was much more comprehensive and detailed than this Commission 
has required in the past. This plan was based on the applicant 
having a twenty-year gas supply verified by a geologist of the 
investors’ choosing. The geological testimony approving the gas 
supply is not in the record, and of course, the gas supply is not now 
available. 

We do not say that the applicant is restricted to the original plan 
of financing proposed, and we do not say that a suitable plan of 
financing could not be evolved later. We do say that there is nothing 
in the record now to indicate that the project can be financed at 
this time, and it is obvious that it cannot be financed until the appli- 
cant has an adequate gas supply available. 

We recognize that a certificate case is not a rate case. Neverthe- 
less, we are concerned about the producers’ prices, as shown in their 
contracts, which are among the highest, if not the highest, known 
to this Commission. We realize that natural gas from the Gulf 
area necessarily is more expensive than gas from many other areas. 
We are mindful that we now have jurisdiction over the producers’ 
prices, and could, after the producers’ rates are filed, and service 
has commenced (assuming this happens) bring proceedings against 
the producers, looking toward rate reductions. Nevertheless, these 
rates must and should be accepted at the outset. 

We do not pass on the reasonableness of the producers’ rates, but 
we do say this problem, in this first, precedent setting, certificate 
case since the Phillips decision, deserves consideration which is not 
being given here, and cannot be givei, under the present state of 
the record. 

When the hearing recessed on August 6, applicant made it clear 
that it intended to introduce more evidence when the hearing recon- 
vened on September 13. In the meantime, applicant changed its 
position, and stated the record was complete. We are at a loss to 
understand why, and regret that the applicant did not utilize the 
opportunity it had to fill in some of the gaps in the record which 
we have mentioned, including evidence concerning economic feasi- 
bility and marketability. 

Since the available gas supply, if any, of American Louisiana is 
unknown at this time, how can we determine what the design and 
capacity of the pipeline should be? 

Since the available gas supply, the cost thereof, the design, 
capacity, and load factor of the pipeline are not known at this 
time, how can we determine whether or not the project is feasible? 

We do not believe that precipitate action is required in this case. 
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American Louisiana, in its application filed approximately a year 
ago, stated that it did not propose to start construction until the 
spring of 1955. The Supreme Court’s decision on Phillips’ petition 
for rehearing, which probably will be made in October of this year, 
will (no matter what it may be) undoubtedly clarify the position of 
many of the producers. 

We believe that the document which is being issued to the appli- 
cant is not, in law, a certificate of public convenience and necessity. 

We would not be in favor of denying American Louisiana and 
Texas Gas certificates of public convenience and necessity and dis- 
missing their applications. We believe that an order setting forth 
the Commission’s views on questions of fact justified by the record 
and affording an opportunity to the applicants to make further 
proof concerning issues not justified at this time by the record 
would be a sounder approach than that taken by the majority of 
the Commission. We are further of the opinion that an order of 
this character would afford the applicants as much legal protection 
concerning their purchase contracts as does the action of the 
majority. 


In THE MATTER OF 
UNITED GAS PIPE LINE COMPANY 


Opinion and Order Approving Proposed Rates and Providing for 
Further Hearings 


Docket Nos. G-1142, G-1508, G-2019, G-2074, G-2210, G-2220, 
and G-—2378 


November 2, 1954* 
Syllabus 


1. Commission rejects Mississippi’s contention that it is entitled to rates reflecting 
costs limited to specified facilities without regard for over-all costs reflecting 
system operations. P. 415. 

2. Commission accepts proposed settlement under Natural Gas Act between United 
and its customers but allows proceedings in certain dockets to remain open 
for later consideration. P. 419. 


Commissioner Stvgck concurring in the result only. 
Thomas Fletcher, W. O. Crain, George D. Fiser, E. J. Freiberg, 


C. Huffman Lewis, Vernon W. Woods, and W. Scott Wilkinson for 
United Gas Pipe Line Co. 


*Designated Commission Opinion No. 277. Rehearing dismissed by order issued Decem- 
ber 23, 1954. 
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Corp. 


Lambert McAllister, Louis L. DaPra, and Sherman S. Poland for 
the staff of the Federal Power Commission. 


By THE CoMMISSION : 


These are consolidated rate proceedings involving all the rates and 
charges for the sale or transportation of natural gas by United 
Gas Pipe Line Company (United) subject to the jurisdiction of the 
Commission. The record herein has been certified to us for con- 
sideration of a proposed settlement as stated on the record by Staff 


Counsel in open hearing. 


The proceeding at Docket No. G—1142 is an investigation of 
United’s rates and charges for the transportation or sale of natural 
gas for resale, subject to the jurisdiction of the Commission, ini- 
tiated by the Commission by order of October 12, 1948, pursuant to 
Section 5 (a) of the Natural Gas Act, in order to determine whether 
such rates and charges are just and reasonable, and if after hearing, 
they are found to be unjust and unreasonable, to fix just and reason- 


able rates and charges. 


The proceeding at Docket No. G—1508 arose on an order of the 
Commission issued October 16, 1950, requiring United to file on or 
before January 2, 1951, a restatement of its effective rates, charges, 
classifications, practices, regulations and contracts for the transpor- 
tation or sale of natural gas for resale, subject to the jurisdiction 
of the Commission, in the form required by Order No. 144, issued 
October 30, 1948, amending Part 154 of the General Rules and 
Regulations governing the form, composition, filing and posting of 
By order issued November 30, 1950, the 
proceeding at Docket No. G—1508 was consolidated with that at 


rate schedules and tariffs. 


Docket No. G—1142. 


On July 3, 1952, United filed at Docket No. G-2019, its conversion 
tariff designated United’s FPC Gas Tariff, Original Volumes Nos. 1 
and 2. Such filing amounted to substantial compliance with the 
requirements of Order No. 144 and the Commission’s show cause 
It appears, therefore, that for the 
purposes of the settlement of these proceedings the issues involved 
at Docket No. G-1508 must be considered satisfied and the proceed- 


order at Docket No. G—1508. 


ings therein terminated. 


Additionally, Docket No. G-2019 is a proceeding with respect to 
& proposed increase in rates and charges by United to five natural- 
gas companies amounting to approximately $9,500,000 annually, 
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based on estimated sales for the twelve-month period ending April 
30, 1953.2. The rates proposed to be increased are those included in 
Rate Schedules PL—3, T-1, T-2, and T-3. 

The Commission, by order issued August 1, 1952, at Docket No. 
G-2019, pursuant to the authority of Section 4 (e) of the Act, sus- 
pended United’s proposed rate schedules PL-3, T-1, T-2, and T-3, 
and certain proposed notices of cancellation of rate schedules United 
asserted were no longer subject to the jurisdiction of the Commis- 
sion, deferring their use until January 3, 1953, and until such 
further time as such schedules and cancellation notices might be 
made effective in the manner prescribed by the Act. Other provi- 
sions of the conversion tariff not related to the proposed increases 
or cancellation notices were permitted to become effective as of 
August 3, 1952. 

On September 16, 1952, United filed First Revised Sheets Nos. 14 
and 15 to its FPC Gas Tariff, Original Volume No. 1, proposing a 
rate increase of approximately $131,258 annually, to United Gas 
Corporation, its parent, for resale in fifteen communities located in 
northwest Mississippi, based upon estimated sales for the year end- 
ing September 1953. The Commission, by order issued October 15, 
1952, at Docket No. G—2074, pursuant to Section 4 (e) of the Act, 
suspended such proposed increase until March 17, 1953, and con- 
solidated the proceeding upon the proposed increases at Docket No. 
G-2019 with that at Docket No. G-2074. Subsequently, by order 
issued November 26, 1952, the Commission consolidated the two 
suspension proceedings at Docket Nos. G-2019 and G-2074, with 
the rate investigation proceeding at Docket No. G—1142 and the 
show-cause proceeding at Docket No. G—1508. 

On June 24, 1953, United filed First Revised Sheets Nos. 1, 4, 5, 
6, 7, 16, 32, 40, 118, 119, and 120, and Second Revised Sheets Nos. 
23, 31, and 39 to its FPC Gas Tariff, Original Volume No. 1, con- 
taining proposed increased rates and charges for certain town-border 
sales of $1,778,000 annually based on estimated sales for the year 
1953. The Commission, by order issued July 10, 1953, at Docket No. 
G-2210, pursuant to Section 4 (e) of the Act, suspended the effec- 
tiveness of the proposed increases until December 25, 1953, except 
those contained in First Revised Sheets Nos. 32 and 40 and Second 
Revised Sheets Nos. 31 and 39 applicable to sales for resale for 
industrial use only which were permitted to take effect as of July 


1 The five companies are Mississippi River Fuel Corporation, Southern Natural Gas 
Company, Tennessee Gas Transmission Company, Texas Gas Transmission Corporation, 
and Texas Eastern Transmission Corporation. 
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25, 1953, by reason of the proviso of Section 4 (e).? By the same 
order the Commission consolidated the proceeding upon the rate 
increases at Docket No. G-—2210 with the proceedings at Docket 
Nos. G—1142, G—-1508, G-2019, and G—2074. 

On June 30, 1953, United filed First Revised Sheets Nos. 11-A 
and 28—A to its FPC Gas Tariff, Original Volume No. 1, proposing 
to cancel its Rate Schedules DG-4J and G—4J as filed on June 29, 
1953, in compliance with the Commission’s Opinion No. 252 and 
accompanying order issued June 1, 1953, Jn the Matter of Willmut 
Gas & Oil Company, et al., v. United Gas Pipe Line Company, 
Docket No. G—1158, 12 F. P. C. 1382. The purpose of the June 30, 
1953, filing was to eliminate the rate made available to Willmut 
Gas & Oil Company by compliance with the June 1, 1953 order at 
Docket No. G—1158 and to make effective as to Willmut Gas & Oil 
Company the increased rates and charges contained in Rate Sched- 
ules DG—J and G—J filed at Docket No. G-2210. The Commission, 
by order issued July 31, 1953, at Docket No. G—2220, pursuant to 
Section 4 (e) of the Act, suspended the effectiveness of United’s 
First Revised Sheets Nos. 11-A and 28—A until January 1, 1954, 
and consolidated the proceeding upon the proposed cancellations 
at Docket No. G-2220 with the proceedings theretofore consolidated 
at Docket Nos. G—1142, G—-1508, G-2019, G-2074, and G—2210. 

By order issued October 22, 1953, at Docket No. G—2074, the 
Commission permitted United to file Second Revised Sheet No. 14 
and Original Sheets Nos. 40—-A and 40—-B to its FPC Gas Tariff, 
Original Volume No. 1, to be effective as of July 28, 1953, in substi- 
tution for the sheets previously suspended in that proceeding by 
order issued October 15, 1952. The substitution reflected a reduc- 
tion in the amount of the increase proposed by United to United 
Gas Corporation at Docket No. G—2074 from $131,258 to approxi- 
mately $18,000 annually. 

On January 25, 1954, United filed two service agreements with 
Arkansas Louisiana Gas Company proposing an increase in rates 
and charges of approximately $347,000, or 45%, per year, based on 
estimated sales for 1954. The rates and charges to Arkansas Louisi- 
ana Gas Company proposed to be increased by United were con- 
tained in United’s Rate Schedule FPC No. 69, and supplements 
thereto, which was the subject of a proposed notice of cancellation 
filed by United at Docket No. G-2019 on the ground that its sale 
to Arkansas Louisiana Gas Company was not subject to the Com- 
mission’s jurisdiction. As noted previously, the aforesaid notice of 
3 The proviso of Section 4(e) referred to, specifies: “That the Commission shall not 


have authority to suspend the rate, charge, classification or service for the sale of natural 
gas for resale for industrial use only.” 
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cancellation of Rate Schedule FPC No. 69 had been suspended 
until January 3, 1953, and until such further time as it might be 
made effective in the manner prescribed by the Act. At the date of 
the filing of the proposed increase to Arkansas Louisiana Gas Com- 
pany the cancellation of Rate Schedule FPC No. 69 was under sus- 
pension. Concurrently with the filing of the proposed increase, 
United requested permission to withdraw its notice of cancellation 
of Rate Schedule FPC No. 69. The Commission, by order issued 
March 1, 1954, at Docket No. G—-2378, pursuant to Section 4 (e) of 
the Act, suspended the effectiveness of the proposed service agree- 
ments until August 1, 1954, and also allowed the withdrawal of the 
notice of cancellation of Rate Schedule FPC No. 69. Additionally, 
the Commission consolidated the proceeding upon the rates increase 
at Docket No. G-2378 with the proceedings at Docket Nos. G—1142, 
G-1508, G-2019, G-2074, G-2210, and G-2220. 

By orders issued January 14, 1953, at Docket No. G-2019 and 
April 1, 1953, at Docket No. G—2074, the Commission permitted, 
upon motions filed by United, the respective rate increases in those 
proceedings to become effective, under bond and subject to refund, 
as of January 3 and March 17, 1953, respectively. As noted previ- 
ously, the reduced increase at Docket No. G-2074 became effective 
as of July 28, 1953, by order issued therein on October 22, 1953. 
Subsequently, by orders issued January 25, 1954, at Docket Nos. 
G-2210 and G—2220 and August 16, 1954, at Docket No. G-—2378, 
the Commission permitted, upon motions filed by United, the 
respective rate increases in those proceedings to become effective, 
under an undertaking and subject to refund, as of December 25, 
1953, January 1, and August 1, 1954, respectively. Thus, all the 
increased rates proposed by United in these various proceedings 
are currently contingently effective under bond or undertaking and 
subject to refund. 

By various orders of the Commission a number of persons, mainly 
customers of United, have been permitted to intervene in one or 
more of these consolidated proceedings. They include Willmut Gas 
& Oil Company (Willmut), Mississippi River Fuel Corporation 
(Mississippi), Southern Natural Gas Company (Southern), Texas 
Eastern Transmission Corporation (Texas Eastern), Tennessee Gas 
Transmission Company (Tennessee), Texas Gas Transmission Cor- 
poration (Texas Gas), Tyler Gas Service Company (Tyler Gas), 
Mobile Gas Service Corporation (Mobile), and Mississippi Valley 
Gas Company (MVG), which are customers of United. Also, 
Louisiana Public Service Commission and the Alabafha Public Service 
Commission. The City of Tyler, Texas (Tyler), also filed a notice 
of intervention. And Memphis Light, Gas & Water Division, City 








UNITED GAS PIPE LINE COMPANY 403 


of Memphis, Tennessee, (Memphis), which is a customer of Texas 
Gas which in turn buys gas from United, was also permitted to 
intervene. 

As noted above the various proceedings were consolidated from 
time to time for purposes of hearing. Hearings were first held in 
March of 1953. Subsequently, other hearings were held in June and 
July, 1953, and in March, 1954. At such hearings all parties of 
record, including the interveners and Staff Counsel, had full oppor- 
tunity to participate and to conduct as much of their cross-exami- 
nation as they were then prepared to undertake, pursuant to the 
procedure specified in the order issued November 26, 1952, herein. 

Following the recessing of the hearings on March 25, 1954, repre- 
sentatives of United and of the Staff conferred from time to time 
during the period April through August 1954, for the purpose of 
checking and rectifying differences resulting from the Staff’s exami- 
nation of the books and records of United. When the hearings 
resumed on August 11, 1954, the other parties were apprised of the 
conferences held between representatives of United and of the Staff. 
Thereupon, Staff Counsel moved that the hearings be recessed in 
order to afford the parties to these proceedings an opportunity to 
confer with respect to the facts and figures developed by the Staff 
in its examination of the books and records of United. Conferences 
were held on August 11 through 13, inclusive, and on August 16, 
1954. At such conferences, which were attended by all parties to 
the proceedings except the Louisiana Public Service Commission 
and Memphis, the cost of service for the year 1952 adjusted, alloca- 
tion, and resulting rates tentatively agreed upon by representatives 
of United and the Staff, were presented to the parties as Documents 
A through D, inclusive. After full discussion, the hearings, which 
had been recessed from day to day during the conferences, were 
resumed on August 17, 1954, at which time Documents A through 
D, inclusive, as modified in conference, were received in evidence as 
Exhibit Nos. 77 through 80. 

The terms of the proposed settlement have been agreed to by all 
parties, except Mississippi. Tyler and Tyler Gas have stated on the 
record their qualified acceptance of the terms of the proposed settle- 
ment subject to the outcome of litigation now pending in the United 
States Court of Appeals for the Fifth Circuit concerning the 
legality of United’s filing at Docket No. G—2210 so far as it relates 
to sales to Tyler Gas. Mobile stated on the record its approval of 
the settlement terms relating to the sale of natural gas to Mobile 
for domestic, commercial and other uses. Mobile expressly reserved 
from approval United’s rates to Mobile for resale for industrial 
use only to Ideal Cement Company. Mobile states its exception of 
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approval of such rate on the ground that the United States Court 
of Appeals for the Third Circuit held, in an opinion filed September 
7, 1954, that United’s proposed increase of rates and charges to 
Mobile for resale to Ideal Cement Company should be rejected. 

Pursuant to order issued August 19, 1954, oral argument was had 
before the Commission on September 9, 1954, in Washington, D. C., 
concerning the matters involved and issues presented by the pro- 
posed settlement. All parties to the proceedings participated in the 
oral argument save Louisiana Public Service Commission, MVG, 
and Memphis. Previously, however, the latter two had signified 
their assent to the proposed settlement. At the oral argument the 
parties adhered to their position as expressed upon the record prior 
to argument except that Mississippi River Fuel Corporation ad- 
vanced a counter proposal designed to coincide with the views ex- 
pressed by its president upon the record and yet grant to United 
substantially the same amount of dollars which it would obtain 
under the proposed settlement. Thus, these proceedings are before 
us for disposition upon the proposed settlement and consideration of 
the counter proposal submitted by Mississippi River Fuel Corpora- 
tion which was rejected by all customers affected by it. 

United is a “natural-gas company” within the meaning of the 
Act as heretofore found by the Commission in its order of Novem- 
ber 10, 1942, Jn the Matter of United Gas Pipe Line Company, 
Docket No. G—232, 3 F. P. C. 863. It is engaged in the transporta- 
tion and sale for resale of natural gas in interstate commerce. It 
transports by means of its integrated pipe-line system natural gas 
produced from fields in Texas, Louisiana, and Mississippi and 
delivers and sells it to industrials, other pipelines, and distribution 
companies in the foregoing States and also in Alabama and Florida. 

On the basis of the 1952 test year, as adjusted, and the sales vol- 
umes used for such test period, the increase in rates and charges 
under the suspended rates to jurisdictional business amounts to 
$10,370,280. The rates provided in the proposed settlement pro- 
duce charges of $6,171,386 less than sought by United by its various 
filings at Docket Nos. G-2019, G-2074, G-2210, G-2220, and G—-2378. 

The basis of the settlement is reflected in Exhibits Nos. 77, 78, 79, 
and 80, which are of record in these proceedings. These exhibits 
were prepared after an extensive field examination of the books, 
records and operations of United by representatives of the Staff. 
Exhibit No. 77 (page 1) shows a total rate base investment devel- 
oped by the Staff for the test year of $291,406,069 with no allow- 
ance for working capital because of available income tax accruals, 
and adjusted to reflect the elimination of $9,282,553 in Account 
100.5, Gas Plant Acquisition Adjustments. Total rate base in- 
vestment developed by the Staff is $21,361,748 less than urged by 
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United for the test year, due primarily to differences in working 
capital, Account 100.5, and gross plant in service. United has 
agreed to a rate of return of 6%, which, when applied to the total 
rate base determined by the Staff, results in a return of $17,484,364. 
Previously, United had contended for a rate of return of 634% on 
the record, or an allowance of $21,111,828 based on its determination 
of total rate base investment for the test year of $312,767,817. 

The Staff, as a result of its investigation of United’s operations 
for the test period, developed a cost of service of $143,628,905.23, 
including return at 6%. This cost of service reflected various 
adjustments proposed by the Staff amounting to a net reduction of 
$14,013,864. Principally, the difference between the cost of service 
determined by United and by the Staff is accounted for by adjust- 
ments for purchased gas, depreciation, amortization of Gas Plant 
Acquisition Adjustment, taxes, and return, all as shown on page 2 
of Exhibit No. 77. 

For the reason that not all of United’s sales are subject to the 
Commission’s jurisdiction it was necessary to make an allocation of 
cost of service to determine the costs to be borne by the jurisdic- 
tional business. The United System is divided into nine operating 
districts, designated as the San Antonio, Houston, Beaumont, South- 
west Louisiana, New Orleans, Dailas, Shreveport, Monroe, and 
Jackson districts, all as shown in Exhibit No. 4. The New Orleans 
District is divided into New Orleans +5, which United conceives 
to be intrastate in nature; and New Orleans #6, which is intercon- 
nected with its interstate facilities. The Jackson District includes 
Northwest Missisippi which is not physically interconnected by 
existing gas transmission pipe lines. The sales and services rend- 
ered in United’s so-called Northern Area, which includes the Dallas, 
Shreveport, Monroe, and Jackson districts, are subject to the juris- 
diction of this Commission. The sales and services rendered in 
United’s so-called Southern area, which includes the San Antonio, 
Houston, Beaumont, Southwest Louisiana, and New Orleans districts, 
are not subject to the jurisdiction of this Commission.’ 

The allocation of the total cost of service as between districts and 
between sales from the production and transmission systems—sub- 
divided in turn as between direct sales and sales for resale as well 
as pipe line and town border sales—and gas transported for others 
is shown in detail on Exhibit No. 78. 

It is clear from a study of the exhibit pertaining to the allocation 
of the cost of service that the allocation procedures recognize and 
follow the principles adopted by the Commission in its Opinion No. 
225, In the Matter of Atlantic Seaboard Corporation, Docket No. 


8 Except certain sales of natural gas in interstate commerce for resale which are made 
by United in the Beaumont District. 
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G-1175, et al, issued April 25, 1952, 11 F. P. C. 43, and in its Opin- 
ion No. 228, Jn the Matter of Northern Natural Gas Company, 
Docket Nos. G—1382, et al, issued June 11, 1952, 11 F. P. C. 123. 

Using the standard Atlantic Seaboard allocation procedures, the 
total cost of service in United’s Northern area is found to be $74,- 
412,999, exclusive of Northwest Mississippi. As indicated by page 1 
of Exhibit 78, United’s total revenues in the Northern Area under 
the rates and charges in effect immediately prior to the proposed 
increased rates in these consolidated proceedings amount to $70,353,- 
224, or $4,058,998 less than the cost of service for the Northern 
Area. The amount of $4,058,998 represents then the deficiency in 
United’s rates and charges and the amount which it would require 
in order to recover its cost of service for the Northern Area. A 
breakdown of the deficiency or excess for sales for resale from the 
transmission and production system as between pipe line and town 
border sales in the two rate zones in the Northern Area—as well as 
the deficiency in the transportation rates prior to January 3, 1953— 
is shown on lines 12 through 25 and column 7 of page 1 of Exhibit 
No. 78 and this allocation of cost of service has been agreed upon 
by all parties except Mississippi. 

Rates designed to recoup the cost of service detailed in Exhibit 
No. 78 as to each classification of service in the particular rate zones 
are shown in Exhibit No. 79. A comparison of the rates presently 
in effect, either under bond or undertaking and subject to refund, 
and the proposed settlement rates may be summarized as follows: 


SALES TO PIPE-LINE COMPANIES 
Jackson Zone Present 


Central Zone ! Present settlement settlement 
Firm service: 
DIE 0 tc cachneduecondbesinceuen PL3 PL4 PL2 PL-C PLI PL-J 
Se $0. 65 $0. 96 $1.30 $0.75 $1.30 $1. 03 
Commodity charge. ................... 9. O¢ 11. 6¢ 12. 5¢ 10¢ 12. 5¢ 12¢ 
Emergency service: 
EE ee ee oo) = PLE-C PLE PLE-J 
i ETT DRIED tteccenns 12. 5¢ 16. 77¢ 15. 4¢ 
TRANSPORTATION 
{All Central Rate Zone] 
Present Settlement 
I iiss cctrinintssendinscininininsmeenss Tl T2 T3 Tl T-2 T3 
BI ie cus sterandibestinidbiinedocinttiesie $0.79 $0. 182 $0.79 $0. 60 $0. 25 $0. 60 
Commodity charge. ..................... 1¢ l¢ l¢ 


TOWN BORDER 
Northwest 
Central Zone Jackson Zone Mississippi Zone 


Present Settlement Present Settlement Present Settlement 
Small General Service (3,000 


Mef per day or under): 


Designation --.. ace G-C G-B G-C G-J G-J a-NW G-NW 
Commodity charge. ..... 18¢ 17¢ 16¢ 24¢ 19¢ 42. 5¢ 4l¢ 
Large General Service: 
Designation .............. DG-C DG-B DG-C DG-J DG-J None DG-NW 
EE a cai ininn nicconen 20¢ 15¢ 17¢ 25¢ 20¢ None 46¢ 
2d Block -. er 12. 5¢ 10¢ 12. 5¢ 16. 5¢ 15¢ None 30¢ 
Large vclums industrial for 
resale: 
Designation.............. IND-C -....... IND-C IND-J IND-J. IND-NW None 
Commodity __.........-- 13¢ “ 12. 5¢ 14. 5¢ 14. 5¢ 33. 5¢ None 


1 The Central Zone includes the Dallas, Shreveport, a’ d Monro> districts. 
2 lst Block rate is applicable to all gas de ivered during the b lling month up to that number of Mef ob- 
tained by multiplying the billing demand for the month by 8. The second block rate is applicable to alt 
gis delivered during the billing month in excess of the gas billed at the first block rate. 
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A comparison of the impact of such proposed settlement rates and 
the rates presently in effect, either under bond or undertaking and 
subject to refund, may be summarized as follows: 


NORTHERN AREA—EXCLUDING NW MISSISSIPPI 
1952 ADJUSTED 





Revenues under present } 
settlement Decrease Percent 





















































Customer or class of service tit _______ | nider settie- | decrease 
' ment Rates 
Rates Rates 
Pipeline companies: } 
Mississippi River Fuel Corp.: | | 
eS Re eee $15, 503,388 | $14, 554, 978 $948. 410 | 6.1 
Southern Natural Gas Co.: —-= = = 
COOGEE 1ONO SIO... ccctecccucuncccesanesene | 2, 653, 177 | 2, 972, 864 1 319, 687 | 
II ain denis navedmnnecioniiiel 4, 845, 000 4, 426, 429 418, 571 | 
nk | 7,498,177] 7,399, 293 98, 884 | 1.3 
Texas Eastern Transmission Corp.: | —S_ ———==—=_J|J = 
I I acs a cctnistiabachcsceonppliieeiiciall 5, 800, 847 6, 492, 850 | 1 692, 003 
JODEEEE TERS GEER. 2... o0cccccnccccsseseccces | 23, 249,050 21, 485, 662 | 1, 763, 388 | 
} — — - | 
HOG SUD GNIS gucnctcccancbitncdad 29,049,897 | 27,978, 512 1, 071, 385 3.7 
Texas Gas Transmission Corp.: ; | 
Cee Oe Ca ckinadccussnecccesennneset 9, 224, 980 7, 809, 175 | 1, 415, 805 15.3 
Total pipeline companies.. .................- 61, 276, 442 57, 741, 958 | 3, 534, 484 5.8 
Transportation, total: | | 
i clea wi accnennemnillann 2, 744, 836 1, 510, 27: 1, 234, 564 45.0 
Town Border —— ee See 
IN its cn cntcdiimieiegemanemeieidnen | 3, 981, 685 3, 588.177 | 393, 508 | 9.9 
GE CUP i. dé. cenadéecdcdadescsucetsnnecn 12, 720, 539 11, 711, 709 | 1, 008, 830 7.9 
sictgueaialimgai patinchoneabangneaaeniiil 
DON Sans stct ents lidi sedans | 16,702,224 | 15,290,886 | 1, 402, 338 
CNTR id cto | 80,723,502 | 74,562,116 | 6, 171. 386 | 7.6 








1 Indicates increase. 


Exhibit No. 79 clearly shows that the proposed settlement rates 
will generate annual revenues to United from sales and service in 
the Northern Area in an amount of $74,552,116, which is an increase 
of $4,198,894 over the revenues which would have been generated 
under the rates in effect immediately prior to the effective dates of 
the increased rates filed in these consolidated proceedings. Such 
revenues, however, are $6,171,386 less yearly than the revenues which 
would be generated under the increased rates filed by United, and 
which rates its customers are presently paying subject to refund. 

Exhibit No. 80 constitutes the FPC Gas Tariff which United 
would file to effectuate the terms of settlement. Pursuant to the 
terms of the settlement, United proposes to file its FPC Gas Tariff, 
First Revised Volume No. 1, to take effect as of August 1, 1954. 
Such revised volume would supersede United’s present tariff and 
would reflect the terms of the proposed settlement. Such tariff is 
to be filed in the event the Commission approves the proposed settle- 
ment. 

In addition, the parties supporting the proposed settlement have 
agreed that the refund due any customer in these consolidated pro- 
ceedings will be equal to the difference between (a) the amounts 
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actually billed by United under the applicable increased rate filed 
by it at Docket Nos. G—2019, G-2074, G-2210, and G-2220, which 
were suspended by orders of the Commission and which are cur- 
rently contingently effective, and (b) the amounts which would have 
been collected if such customers were billed (1) under the appli- 
cable proposed settlement rate, or (2) under the rates superseded by 
the increased rate filed by United in the consolidated proceedings, 
if such superseded rate is higher than the settlement rate, for the 
respective periods beginning with the effective date of the increased 
rates. No refund would be contemplated at Docket No. G—2378 in 
view of the fact that such increased rate became effective on August 
1, 1954, the date at which the proposed settlement rate would become 
effective. 

In addition to the foregoing, the parties supporting the proposed 
settlement have agreed to the following: 

(1) The rate investigation proceeding at Docket No. G-1142 will 
be dismissed and terminated, in the event the Commission enters an 
order approving the proposed settlement. 

(2) The order to show cause at Docket No. G—1508 is now moot 
because United has filed its conversion tariff and the Commission 
has allowed it to become effective in part as of August 3, 1952, and 
in remainder part as of January 3, 1953, under bond and subject 
to refund. United will forthwith, upon acceptance of the proposed 
settlement, move to dismiss the suit filed by it on or about October 
19, 1950, in the United States Court for the District of Columbia, 
Civil Action No. 4680-50 and styled United Gas Pipe Line Company 
v. Federal Power Commission, et al. 

(3) United will move to withdraw certain proposed notices of 
cancellation with respect to certain sales which United asserted were 
not subject to this Commission’s jurisdiction. The proposed notices 
of cancellation to be withdrawn are listed in Part I of Appendix A 
to this order. The applicable town-border rate agreed upon by the 
parties will be the rate which United will charge these town-border 
customers on and after August 1, 1954. 

(4) United will file with the Commission executed service agree- 
ments for certain town-border utility customers listed in Part IT of 
Appendix A to this order. The town-border rate which may be 
applicable to these particular customers will be effective on and 
after August 1, 1954. 

(5) Certain proposed notices of cancellation filed by United at 
Docket No. G-2019 shall become effective as of January 3, 1953. 
The proposed notices of cancellations which are to become effective 
are listed in Part III of Appendix A to this order. 

(6) Certain reservations be made that by agreeing to the proposed 
‘settlement neither United or the Commission’s staff nor any other 











UNITED GAS PIPE LINE COMPANY 409 


affected party is to be considered as agreeing with the methods used 
for determining cost of service, or with the principles underlying 
the results reflected in the proposed settlement. 

(7) The proposed settlement will not prejudice the rights or con- 
tentions which any of the parties are asserting or may assert in any 
proceeding now pending or arising in the future before this Com- 
mission. 

(8) The parties will recommend the waiver of the necessary pro- 
visions of the Commission’s General Regulations under the Natural 
Gas Act so far as to enable the proposed tariff (as exemplified by 
Exhibit No. 80) to become effective as of August 1, 1954. 

(9) The settlement is conditioned upon the Commission’s approval 
of the terms and conditions stated in the record. 

As noted previously, Mobile, an intervener at Docket No. G-2210, 
expressly reserved from the settlement its purchase of gas from 
United for resale for industrial use only to Ideal Cement Company. 
This reservation is based upon the decision of the United States 
Court of Appeals for the Third Circuit in Mobile Gas Service Cor- 
poration v. Federal Power Commission, 215 F. 2d 883 (1954).5 The 
Court held that the contract entered into between Mobile and United 
for a stated period of years for the sale of gas by United to Mobile 
at a stated price for resale to the particular industrial consumer 
cannot be unilaterally set aside by a filing of a higher rate by 
United, but can be altered only if it should be first determined that 
the existing contract rate is unreasonable; and that the Commission 
erred in not rejecting United’s Revised Sheets Nos. 39 and 40 filed 
at Docket No. G—2210 in so far as they affected the Mobile-Ideal 
Cement Company contract. 

Also, as noted previously, Tyler Gas and Tyler have accepted the 
proposed settlement with certain qualifications. These interveners 
at Docket No. G—2210 have stated that they do not object to the 
establishment of the rate proposed for sales by United in its Central 
Rate Zone except to the extent that their establishment is founded 
on the conclusion that such rates are lawful or just and reasonable 
for sales by United to Tyler Gas. Such interveners, proceeding on 
the theory that the rates provided in the existing contracts between 
United and Tyler Gas are binding upon United until set aside as 
unjust and unreasonable in a proceeding under Section 5 of the Act, 
instituted a suit in the District Court of the United States for the 
Eastern District of Texas, Tyler Division, in Civil Action No. 1662, 
styled Tyler Gas Service Company et al. v. United Gas Pipe Line 
Company, to enjoin United from moving to put into effect rates 


5 The decision of the Court arose from a review of an order of the Commission issued 
December 7, 1953, In the Matter of Mobile Gas Service Corporation, Docket No. G-2227, 
12 F. P. C. 1422. 
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filed at Docket No. G-2210 applicable to Tyler Gas. Upon dismissal 
of such action by the District Court, Tyler Gas and City of Tyler 
noted an appeal to the United States Court of Appeals for the Fifth 
Circuit. That appeal is now pending. 

In view of the Mobile decision, we shall provide herein that the 
proceedings at Docket No. G-2210 remain open for the determination 
of what is a just and reasonable rate to be charged by United to 
Mobile for resale to Ideal Cement Company, following such time 
as the United States Court of Appeals for the Third Circuit’s deci- 
sion becomes final. 

Similarly, in view of the appeal noted by Tyler Gas and Tyler in 
the United States Court of Appeals for the Fifth Circuit and the 
allegations in their petitions to intervene, we shall provide that the 
proceedings at Docket No. G—2210 also remain open for the deter- 
mination of the issues raised in said petitions to intervene by Tyler 
Gas and Tyler. Accordingly, the suspension of the rates and charges 
of United to Tyler Gas shall continue subject to the undertaking 
and refund, but we shall stay our orders at Docket No. G-2210 to 
the extent that Tyler Gas is required to pay more than the proposed 
settlement rates applicable to it. 

Willmut, also an intervener in these consolidated proceedings, 
accepted the proposed settlement with the reservation that it be 
operative and effective from and after January 1, 1954, in view of 
a suit it has initiated against United in the Chancery Court of For- 
rest County, Mississippi. However, since the lower rates provided 
by the settlement are effective from August 1, 1954, and further that 
refunds due Willmut are to be measured from January 1, 1954, at 
Docket No. G—2210, there is no need to condition this order with 
respect to Willmut. 

We have carefully reviewed the various contentions made by 
Mississippi and its stated reasons for refusing to accept the basis 
of settlement recommended by the other parties to these consoli- 
dated proceedings. Mississippi expresses regard for United because 
United would not, under the settlement proposal, receive the full 
increase in rates for which it filed. Mississippi thinks that perhaps 
the producers, under the Phillips decision, should be paid some 
amount different from that now paid to them and thus the cost 
of gas to United would be different than that agreed to by the 
parties. But the cost allowed in the proposed settlement as cost of 
gas purchased by United represents current volumes at current 
prices. The cost of gas in this case cannot be determined on any 
other basis. Mississippi’s suggestion that we institute more than 
six hundred rate cases to determine finally whether the rates paid 
by United, under more than six hundred gas purchase contracts, are 
fair and reasonable, is unreasonable. 
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Equally untenable is Mississippi’s assertion that it is looking for 
stability in rates for the future. It seems to envisage that if the 
pending proceeding is delayed until gas purchase costs are deter- 
mined at the conclusion of countless rate proceedings, the economic 
conditions at that time, whenever that is, will have a greater degree 
of stability than under the proposed settlement. But there can be 
no such assurance in rate making. 

Mississippi further says that it objects to the methods of alloca- 
tion employed in determining the cost of service upon which the 
proposed settlement was based. But neither Mississippi’s president 
in voicing objection to the settlement, nor its counsel, at any time, 
took exception to a single figure or named so much as one isolated 
circumstance where basic and recognized principles of allocation 
had not been employed. Furthermore, no claim was made that any 
peculiar fact or facts warranted or required deviation from funda- 
mental and established methods of allocation pronounced by the 
Commission in its prior decisions and employed in these proceed- 
ings in determining the cost of service agreed upon. 

But we can only find from a full consideration of the record and 
all that has been said on behalf of Mississippi, that it seeks only to 
maintain two separate rates for gas purchased from United because 
it now has two rates established under fortuitous past circumstances. 

Counsel for Mississippi stated Mississippi’s position as follows: 

I should say in that connection that Mississippi’s basic prime objection is 
that the two separate contracts under which Mississippi buys gas—one 
having been made in 1929 and amended from time to time, covering gas 
from the Carthage fields in Texas and Northern Louisiana sources, that is 
a separate contract, and a new contract under which we buy gas from the 
Corpus Christi line starting deliveries in 1952—are by this settlement pro- 


posed to be merged and one average rate established instead of the two rates 
that have heretofore been in effect. 

Mississippi’s position has been right from the start, and still is, that we 
will not agree voluntarily to that rolled-in rate principle applied to these 
two contracts *** (Tr. 3101) 


Counsel for Mississippi stated further: 


* * * this proposed settlement establishes the single rate in substitution 
for two separate rates under two separate contracts now in effect, and which 
have always been in effect since their initiation—that is, we are not suggest- 
ing anything new when we ask for a continuation of that situation. Missis- 
sippi is firmly opposed to the elimination of the separate identity of these 
two service agreements, and is opposed to the application of the rolled-in 
rate principle to these two contracts. 

o * ° . 2 * s 

As to the rolled-in rate principle, United has been the principal source of 
gas for Mississippi since the company started in 1929. Prior to 1952, all of 
the gas was purchased from United pursuant to this 1929 contract, and all 
of it came from either East Texas or Northern Louisiana fields. 








412 FEDERAL POWER COMMISSION 





Starting in 1952, additional gas has been purchased under a second con- 
tract made in December 1951. That is the one * * * referred to as the G-1447 
facilities and the contract. That gas comes separately and entirely from 
the Texas Gulf Coast through a pipe line 500 miles long that is devoted to 
no other purpose except bringing that gas up to the Monroe field for sale to 
certain pipe line companies and other customers. 

Mississippi deems it essential to maintain the separate identity of these 
two contracts and the gas which is purchased under the two contracts. 

The 1929 contract has been amended a number of times, and in 1987 it 
was amended to include some Rodessa gas, Cotton Valley and other fields 
in Northwest Louisiana. In 1945 it was amended to provide for the construc- 
tion of the Carthage-Sterlington line which brings gas from the Carthage 
field in East Texas to the Monroe field for delivery. That contract fixed a 
rate of 38 cents demand and 5 cents commodity. 

In 1949 an amendment provided for the looping of that line and increased 
the volume to the present contract quantity of 202,000 Mcf per day, and 
increased the rate then by agreement to 45 cents demand and 6% cents 
commodity. (Tr. 3117, 3118, 3119.) 


The president of Mississippi, objecting to the proposed settlement, 


“as a matter of policy,” stated (Tr. 3030-32) : 





* * * Mississippi River Fuel’s position, as a matter of policy * * * is 
that we are opposed to this settlement, which raises the price of gas that we 
receive from United from their Carthage-Sterlington facilities substantially 
above what we are presently paying, and what they filed for. 

The reason for that opposition, as a matter of policy, is that it was the 
contract with Mississippi River Fuel for deliveries from Carthage that was 
very instrumental in causing that facility to be built, way back. At that 
time gas was under contract to United at four cents, from the Carthage 
producers, and we were to pay what now is a very low price for gas from 
that facility. 

* = * 7 ” 7 * 

We feel that Mississippi River Fuel, and our customers, and the people 
in the areas that we served, have a proprietary right in the reserves, in the 
accounting that has been established through the utilization of this facility 
for so many years in the form of depreciation. 

We feel that we and our customers, as a matter of right, have a right to 
the advantages that will enure from those gas contracts in the Carthage 
Field, and in the Sligo Field, and in other fields in North Louisiana, and 
East Texas. 

Those facilities, and the gas flowing through them cost a lot less than the 
new facilities and the new gas purchased to support the new facilities of 
United, which is a 30-inch line from Corpus Christi to Monroe, Louisiana. 

We also buy gas from that line, a lesser volume. We have no objection 
to the rate we are now paying on either of these facilities. [Emphasis 
added. ] 


The statement that the Sterlington line was built to accommo- 
date Mississippi is not correct. The line was authorized in Docket 
No. G-622 (4 F. P. C. 307) for the transportation by United of 
114,000 Mcf of gas per day for Tennessee and 65,000 Mcf per day 
to augment United’s supply to others served in the Monroe Field. 
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In fact, the 1945 contract amendment mentioned by counsel for 
Mississippi was contingent on the Commission’s allowing the Car- 
thage-Sterlington line to be used to supply Mississippi although the 
line was primarily built to transport gas for Tennessee, and inci- 
dentally other United customers in the Monroe Field, including 
Mississippi. This original certificate was amended by the Commis- 
sion’s order of November 9, 1945, in Docket No. G-622 (4 F. P. C. 
1106) which granted authority to transport 172,000 Mcf per day 
over this Carthage-Sterlington line for United’s customers served 
in the Monroe Field. This represents an increase for such custom- 
ers from 65,000 Mcf per day. But nowhere is Mississippi accorded 
any preferential rights. 

Mississippi’s position is based upon the premise that it has a 
“proprietary right” (1) in the gas reserves upon which United 
depends for the gas which it purchases in the Carthage Field in 
Texas, and (2) in the depreciation reserves reflected on the books 
of United as related to United’s Carthage-Sterlington line; that 
Mississippi has a right to have the gas reserves in the Carthage 
Field earmarked for its use because the cost of this gas is less per 
Mcf than the gas supply obtained by United from other sources in 
the intervening years and subsequent to the construction of the 
Carthage-Sterlington line; that accounting-wise the cost of trans- 
porting such gas from the Carthage Field to United’s Sterlington 
compressor station and thence to its point of delivery to Mississippi 
is less than gas from other sources, because substantial depreciation 
has accrued on such facilities so that the net investment today is less 
than the net investment in newer lines where the costs of original 
construction were higher, and lesser amounts of depreciation have 
been accumulated; and that consequently Mississippi is entitled to 
lower rates on earmarked contract volumes from the Carthage Field. 

The president of Mississippi, in stressing proprietary rights to 
support preferential rates for gas out of the Carthage Field, makes 
reference to new facilities as a 30-inch line from Corpus Christi, 
Texas, to Monroe, Louisiana, as being completely and physically 
unrelated. These facilities to which reference is made are facilities 
authorized by the Commission in Docket No. G—-1447 (10 F. P. C. 
35). There the Commission, in referring to such facilities as well 
as other facilities involved in that docket which include a major 
gas-transmission line from Southern Louisiana to Kosciusko, Missis- 
sippi, stated (pages 41, 42) : 

The facilities proposed in Docket No. G-1447 are intended to accomplish 


these general objectives: (1) Provide for a more balanced withdrawal and 
distribution of gas supply from presently connected and from new gas fields ; 
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(2) increase the flexibility of the present system; and (3) enable United 
to meet the increased requirements of present customers and provide addi- 
tional capacity required by the demands of new customers proposed to be 
served. 
* * * om * 2 - 

In addition to accomplishing these general objectives, United proposes to 
make new sales of gas to Texas Eastern Transmission Corporation (Texas 
Eastern) and to Mississippi River Fuel Corp. (Mississippi River), as follows: 


[Volumes at 14.9 p. s. i. a.] 





Peak day Annual 
(Mcf)” | (Mef) 
PI I aaa scisaacecipeabntoeadobieipinielbipseliaalansonnnnsatagneniiiaaamiaen 390, 250 135, 124, 260 


EE CORO eidccccitinnitiinscnbiiinninnatiidkbaniedsnncatiieaapilie 150, 000 52, 448, 885 


United’s proposed project is designed for a better balancing of gas supply 
in relation to the concentrated markets which United now serves and in- 
tends to serve. A relation of estimated requirements by districts and points 
of delivery in such district to the location of United’s various major sources 
of gas supply, indicates the need for additional facilities if the system is to 
be operated in the manner contemplated. The estimated peak day require- 
ments and volumes of gas, exclusive of gas transported for and exchanged 
with others, which could be made available through existing and proposed 
facilities to meet such requirements, by districts, is shown to be as follows: 


| Peak day 1962-53 
















District | 
| Requirements | Supply (Mcf) 
(Mef) 
ae fas oe ake ah tact eed en einen | 366, 000 | 855, 000 
a al cena igi Se eee 297, 315 451, 000 
eMC Suiits eS See a eee aes RS ale, ns 402, 700 | 632, 700 
IID vcs ensininettsisieiseneeitiniehaidin tres evi nthe iesitnabdh nina in tatiana ite 313, 100 5al, 300 
EG anid dctrinhnnnncceneniils dbbiemee ns 105, 600 | 351. 500 
om soggy Louisiana. «= ar a = a 
EN . Saccucnen we 7, ‘ 
Beaumont....... 264, 300 121, 300 
NE =... cdckiecmabidancchbediGuehpetddeitihedubniodbennannitnte 802, 519 91, 700 
otis ti cision thn thbh blintinbpaenhiimniaanipaaiantl 3, 588, 234 3, 588, 200 





We think that this concentration of major sources of gas supply in the 
southern portion of the United system requires the proposed transmission 
facilities in order to properly balance markets and supply in the existing sys- 
tem, and for the transportation of large volumes of gas from the southern 
part of the system to meet the requirements of customers now served and 
proposed to be served in the Monroe and Jackson district. [Emphasis added. ] 


With respect to the rate proposed by United for the sales of the 
new quantities of gas to Texas Eastern and Mississippi, the Com- 
mission stated (10 F. P. C. 45-46): 


It appears from the record that United assumed a system-wide rate of 
return of 6 per cent and then designed a rate for deliveries to Texas Eastern 
and to Mississippi River which would result in the revenues required to 
reach the assumed over-all return. United submitted a system-wide cost of 
service study including a 6 per cent rate of return which shows an average 
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cost of 13.16 cents per Mcf on the system. However, the record shows there 
is a wide disparity in rates on the system, both above and below the indi- 
cated present average cost of service, and in many instances United presently 
is making sales at a rate less than the average cost of purchased gas. The 
conclusion of the pending investigation of United’s rates should eliminate 
undue discrimination and may result in a revision of the company’s rate 
structure. 


Thus the Commission, in authorizing the so-called G—1447 facili- 
ties, anticipated a revision of United’s rate structure, which is 
exactly what the proposed settlement does, and to which Mississippi 
objects. 

This Commission has never recognized a proprietary right or 
preferential advantage to any one by reason of the terms of a con- 
tract or otherwise, where it might be claimed that such individual 
should be entitled to rates reflecting costs limited to specified facili- 
ties without regard for over-all costs reflecting system operations. 
The Commission has made this abundantly clear in its various deci- 
sions relating to rates. 

The record in this case shows that United receives gas from more 
than 200 gas fields. The gas from these various fields was acquired 
by contract under many varying circumstances and over a period 
of more than 25 years. Likewise United’s gas transmission lines 
were built at various times and at varying costs. The cost of gas 
under different gas purchase contracts varies materially. The cost 
of constructing the individual items of property likewise varies with 
the year of construction. Accrued depreciation with respect to 
different items of property varies with the type of property and the 
length of time the facilities have been in service. It goes without 
saying that it would be physically impossible to design a scheme of 
rates which would reflect costs related to a gas supply and facilities 
for individual customers served by United with full recognition of 
“proprietary rights” in the gas supply and facilities by which they 
are served, as claimed by Mississippi in this proceeding. 

All the gas received by Mississippi from United is measured 
through the same meter station at Mississippi’s Perryville com- 
pressor station. Respecting deliveries of this character by United 
to Texas Gas, less than a mile from Mississippi’s Perryville station, 
the Commission said in Opinion No. 232, issued July 25, 1952, 
11 F. P. C. 227: 


* * * The establishment of two rates for the same service to the same 
customer at the same point of delivery is poor rate practice, * * * 

While we have stated above that the charges resulting from the applica- 
tion of the $1.30 demand charge and the 1244¢ commodity charge would be 
applicable to the additional sales herein authorized to Texas Gas, we believe 
that the rate schedule under which these charges will be developed should 
contain only one rate with a single demand and commodity charge for the 
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service to be rendered to Texas Gas, including both the sales now being made 
under the so-called “Outside Supply Agreement,” dated April 16, 1945, and 
the additional sales authorized herein. Such rate should be designed to 
develop the same revenue as would be developed by the two rates of the 
proposed contract with Texas Gas on the basis of deliveries for the first 
year (1953) after commencement of the additional deliveries herein au- 
thorized. For 1953, total estimated revenues under United’s proposed con- 
tract would be $8,522,895, made up of $6,220,335 commodity revenue and 
$2,302,560 demand revenue. With the 200,000 Mcf per day maximum quan- 
tity demand herein authorized as the billing demand and with estimated 
sales for 1953 of 53,591,000 Mcf, we find the appropriate demand charge to 
be 96¢ per Mcf per month and the commodity charge to be 11.6¢ per Mcf. 
Such a rate will produce revenues of $8,520,556, or within 4%» of 1% of the 
revenues estimated by the company (pp. 62, 63). 


The settlement rates are recommended by the Commission staff 
after full investigation of United’s books and records, accepted by 
United, and approved by all interveners except Mississippi. How- 
ever, we will afford to Mississippi an opportunity to be fully heard 
on its claim that it has a right to separate rates as opposed to a 
rolled-in rate reflected in the settlement. 

Because we find it to be fair and reasonable, we will approve the 
proposed settlement as to all other parties except Mississippi, as 
provided in the rate settlement, and require United to maintain its 
present schedule of rates applicable to sales to Mississippi as they 
now are and until further order of the Commission. 

Our order will provide for prompt hearing as to Mississippi’s 
right to separate rates as claimed, rather than a rolled-in rate for 
its total service. 

The Commission further finds: 

(1) The proposed settlement of these rate proceedings on the 
basis heretofore described, subject to the terms and conditions here- 
inafter ordered, is appropriate and in the public interest in carry- 
ing out the provisions of the Natural Gas Act and should be 
approved and made effective as hereinafter provided and ordered. 

(2) The rates and charges as contained in United’s FPC Gas 
Tariff, Original Volume No. 1, as amended by its filings at Docket 
Nos. G-2019, G-—2074, G-—2210, G-—2220, and G-—2378, heretofore 
described, are not just, reasonable, or lawful under the terms and 
provisions of the Natural Gas Act and should be disallowed and 
denied, as hereinafter provided and ordered, except as to the rates 
and charges presently effective as to Mississippi with respect to 
which a further hearing should be provided. 

(3) Good cause exists for the Commission to waive its applicable 
General Rules and Regulations to the extent that United’s FPC Gas 
Tariff, First Revised Volume No. 1, is substantially the form of 
Exhibit No. 80, with the exceptions heretofore noted for Mississippi, 
may be permitted to become effective as of August 1, 1954. 
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The Commission orders: 

(A) The increased rates and charges contained in United’s FPC 
Gas Tariff, Original Volume No. 1, as amended by its filings at 
Docket Nos. G-2019, G-2074, G-2210, G-2220, and G—2378, hereto- 
fore described, be and the same are hereby disallowed and denied 
except insofar as such rates and charges are applicable to sales and 
services to Mississippi. 

(B) Within 30 days after the date of issuance of this order, 
United shall revise its FPC Gas Tariff, Original Volume No. 1, as to 
all sales and services rendered by it to its utility customers, except 
Mississippi, by filing, in a form satisfactory to the Commission, 
such new schedules of rates and charges for the sale and transporta- 
tion of gas in interstate commerce and containing the rates set forth 
heretofore as being agreed-upon between the parties and to be 
effective on and after August 1, 1954 as are necessary to effectuate 
the settlement and the terms and conditions of this order. 

(C) The provisions of the orders of the Commission issued at 
Docket No. G-2019 on August 1, 1952, and January 14, 1953, relat- 
ing to Rate Schedule PL-3 in so far as it is applicable to sales of 
natural gas to Mississippi, and orders issued at Docket No. G-2210 
on July 10, 1953, and January 25, 1954, relating to Rate Schedules 
DG-C and G-C in so far as they are applicable to sales of natural 
gas to Tyler Gas shall continue in full force and effect until further 
orders of the Commission, Provided, however, That the effect of the 
order issued on January 25, 1954, at Docket No. G—2210 be and it is 
hereby stayed to the extent that it requires Tyler Gas to pay more 
than 17¢ per Mcf for gas purchased under the first block of Rate 
Schedule DG-—C and more than 12.5¢ per Mcf under the second block 
thereof, and more than 16¢ per Mcf for all gas purchased under 
Rate Schedule G-C, all as provided in the settlement, pending deter- 
mination of the issues raised by Tyler Gas and Tyler in their 
petitions to intervene; and Provided further, That Tyler Gas shall 
not be required to pay United more than 12.5¢ per Mcf for all gas 
purchased under Rate Schedule IND-C. 

(D) Within 30 days from the date of issuance of this order, 
United shall refund to its customers, except Mississippi, the differ- 
ence between (a) the accounts actually billed by United under the 
applicable proposed increased rates filed by it at Docket Nos. 
G-2019, G-2074, G-2210, and G—2220, and (b) the amounts which 
would have been collected if such customers were billed (1) under 
the applicable proposed settlement rate, or (2) under the superseded 
rate in the various proceedings, if such superseded rate is higher 
than the settlement rate for the applicable period beginning with 
the effective date of the proposed increased rates, z.e., January 3, 
1953, in Docket No. G-2019, July 28, 1953, in Docket No. G—2074, 
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December 25, 1953, in Docket No. G—2210, and January 1, 1954 in 
Docket No. G—2220, all as heretofore described, together with in- 
terest at the rate of 6% per annum from the respective date of 
receipt of such excess amounts to the date of refund. United shall 
bear all costs incident to the making of such refund. 

(E) Within 45 days from the date of issuance of this order, 
United shall report to the Commission, in writing and under oath, 
the details of its calculations resulting in the refund ordered pur- 
suant to paragraph (D), together with a copy of releases from its 
customers with respect to such refund. 

(F) The Commission reserves the right to reject all or any part 
of the revised tariff or tariff sheets to be filed by United to effectu- 
ate the settlement agreed upon by the parties supporting it, and in 
lieu thereof to prescribe by further order appropriate rates, charges, 
classifications, rules, regulations, and practices, consistent with the 
settlement agreement. 

(G) In view of the claimed right by Mississippi to separate rates 
as opposed to the rolled-in rate reflected in the settlement, a public 
hearing be held on November 16, 1954, at 10:00 a.m. (EST) in a 
Hearing Room of the Federal Power Commission, 441 G Street, 
N. W., Washington, D. C., concerning the issues raised by Missis- 
sippi respecting its right to separate rates and related issues. 

(H) Interested State commissions may participate as provided by 
Sections 1.8 and 1.37 (f) of the Commission’s Rules of Practice and 
Procedure [18 CFR 1.8 and 1.87 (f)]. 

(1) The rate investigation proceeding instituted by the Commis- 
sion in Docket No. G—1142, as heretofore described, be and the 
same is hereby dismissed and terminated in all respects except in so 
far as it relates to the rates and charges applicable to Mississippi, 
Tyler Gas, and to Mobile for resale to Ideal Cement Company for 
industrial use. 

(J) The show-cause proceeding in Docket No. G—1508, as hereto- 
fore described, be and it is hereby dismissed and terminated on 
grounds of mootness, and United shall within 30 days from the 
issuance of this order move to dismiss the suit filed by it on or about 
October 19, 1950, in the United States District Court for the Dis- 
trict of Columbia, Civil Action No. 4680-50 and styled United Gas 
Pipe Line Company v. Federal Power Commission, et al., and shall 
within 5 days from the issuance of an order by such Court thereon 
report to the Commission, in writing, under oath, the Court’s action 
in that respect. 

(K) United shall, within 30 days from issuance of this order, 
move to withdraw the proposed notices of cancellation involving 
those rate schedules listed under Part I to Appendix A to this 
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order, covering sales and services subject to the jurisdiction of the 
Commission, all as heretofore described in this order and in the 
statement of record, and United shall charge such customers the 
applicable town-border rate from and after August 1, 1954. 

(L) United shall, within 30 days from issuance of this order, file 
with the Commission executed service agreements with the custom- 
ers listed in Part II to Appendix A to this order, to cover sales and 
services subject to the jurisdiction of the Commission, all as hereto- 
fore described in this order and in the statement of record, and 
United shall charge such customers the applicable town-border rate 
from and after August 1, 1954. 

(M) Suspension of United’s proposed notices of cancellation filed 
on July 3, 1952, as they may have been amended, and as listed in 
Part III to Appendix A to this order be and the same hereby is 
terminated; and said notices of cancellation be and the same hereby 
are allowed to become effective as of January 3, 1953. 

(N) The rates and charges agreed upon by the parties for the 
sale of gas for industrial use only in the Jackson Rate Zone shall 
not be applicable to the sale of gas by United to Mobile for resale 
to Ideal Cement Company. 

(QO) The proceedings in Docket Nos. G-2019, G—2074, G—2210, 
G-2220, and G-—2378 be and they are hereby terminated in all 
respects, except that (1) the proceedings in Docket No. G—2019 shall 
remain open for the determination of whether separate rates, rather 
than a rolled-in rate shall be applicable to Mississippi; and (2) the 
proceedings in Docket No. G—2210 shall remain open for the pur- 
pose of (a) determining what is the just and reasonable rate to be 
charged by United to Mobile for resale to Ideal Cement Company 
following such time as the decision of the United States Court of 
Appeals for the Third Circuit in the Mobile case shall become 
final, and (b) in view of the pending appeal of Tyler Gas and Tyler 
in the United States Court of Appeals for the Fifth Circuit, re- 
ferred to previously, and their petitions to intervene in the proceed- 
ings in Docket No. G—2210, determining the matters involved and 
issues presented by the petitions to intervene of Tyler Gas and 
Tyler. 

(P) United shall, over the signature of a responsible officer, file 
with the Commission, within 30 days from the date of the issuance 
of this order, in writing and under oath, an original and 4 con- 
formed copies of its acceptance of the terms and conditions of this 
order. 

(Q) This order is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission, and 
is without prejudice to any claims or contentions which may be 
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made by the Commission, United, or any other affected party hereto, 
in any proceeding now pending or hereafter instituted by or against 


United or any other companies or persons. 
Commissioner Stueck concurring in the result only. 


AppenpiIx A 


PART I 
[Proposed Notices of Cancellation to be Withdrawn] 





Customer Community served 





United Gas Corp.. 
Town of Abita Springs_...... 
Louisiana Power & Light... 


Bogalusa, La--_-- 
Abita Springs, La.. aaa 
Amite, Covington, Slidell, 

St. Benedict, Hammon, 





Mandeville, Ramsey, 
Ponchatoula, Independ- 
ence, La. 
Hattiesburg Gas Co. (now United | Harvey and Petal, Miss 
Gas Corp. | 
Gulf South Utilities................--. | 
United Gas Corp | 


EE a 
Arp, Carlisle (now Price), E. Moreland Heights 
(now included with Longview), Fairview Addi- 
tion (now included with Henderson), Henderson, 
Jacksonville, Laird Hill, Lake Lamond Addition 
(now included with Greggton), Melrose Addition 
| (now included with Longview), New London, 


Rusk, Sexton City, Troup, Turnertown (includ- 
ing Joinerville and Selma C ity), Tex. 
Carthage, Crockett, Diboll, Elkhart, 
Grapeland, Groveton, Huntsville, 
Lufkin, Nacogdoches, Riverside, 

son, Trinity, Tex. 


United Gas Corp Garrison, 


Teneha, Timp- 





io he Mz agnolia, McComb, Summit, Miss é 

United Gas Corp............... . .. | — Laurel, Moselle, Leakesville, "Richton, | 
iss 

Willmut Gas and Oil Co-.......-.... | Collins, D’Lo, Hattiesburg, Magee, Mendenhall, 


Original FPC 
| rate schedule 
No 


31 
62 
71 


89 
127 


Overton, Primrose (now included with Greggton), | 


128 


Lovelady, | 


134 
137 


173 


Mt. Olive, Sanatorium, Sanford, Seminary, Whit- | 


field, Miss. 
Rayvil'e, Winnsboro, 
Raskin, La. 
Epps, Oak Grove, Lake Providence, La...........-- 


Louisiana Power & Light Co 


Louisiana Power & Light Co 





1 These schedules were originally proposed to be cancelled only in part. 


PART II 
[Executed Service Agreements to be Filed by United] 


Customer Community served 


| 
| 





United Gas Corp_--- 
The Co-op Gas Co., 
City of Huntington_- é 
Southwest Natural Gas Co. 
Louisiana Power & Light Co 


Near Arp, Tex. 

Huntington, Tex. 

Cotton Valley, La. 

Rayville, Winnsboro, 
Baskin, La. 

Epps, Oak Grove, Lake Providence, and Forest, La. 

Angie, Franklinton, Varnado, East Covington, 
South Bogalusa, and Pearl River, La. 


Archibald, Mangham, 


Louisiana Power & fees bie Niche stelle 
United Gas Corp.. Ck 







DG ini od ehcbeteumia-adea anes dated ..| Monticello, Pri s, Silver Creek, New Hebron, 
Fernw ood, M Ss 
BN ood ic niesahainediieal tina mceeeibadd Brooklyn, Heidelberg , Stonewall, Pachuta, Taylors- 


ville, Enterprise, Lumberton, Purvis, Poplarville, 
Wiggins, Sandersville, and Soso, Miss. 
Tickfaw and Natalbany, La-...............-- 
Bay Springs, Miss. 
Madisonville, La. 
| Seceeenaes, La. 
| Kentwood and Roseland, La. 
Quitman, DeSota, Shubuta, and Waynesboro, Miss. 


Louisiana Power & Light Co__--.---} 
Town of Bay Springs... ata 
Town of Madisonville- 
Town of Greensburg -_--_. 
Towns of Kentwood and Roseland. 
Chickasaw hay Natural Gas District 





Archibald, Mangham and 


-| Beckville, Latexo and Tatum, Tex........---.------ 


and | 


|Original FPC 
| rate schedule 
No. 


122 
26 


34 
37 
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PART III 
[Cancellations to be Made Effective] 





| 
j 


| Originrl FPC 


















Customer Community served | rate schedule 
| | No. 
| | 
} 
Palestine Light, Heat & Power Co..| Palestine, Tex. 2 
Louisiana Power & Light Co--. mac Vicinity of ae Orleans, “La.. 17 
New Orleans Public Service, Inc....| New Orleans, aa 18 
Village of Deleambre....-......- --| Delcambre, om hie omadaeedian oes 51 
Town of Glenmora. .--..........- ..| Glenmore, La. ide iciei niciesiilitinhleelgnelinininiitibinlindsiabiiii 52 
COE nn Bit creanane | Kaplan, La...-.-- Sg ie cea ae 53 
Louisiana Pub Se Tree CPO, SL f RAIN, BS cc scenncucocnanascdactsuabdesenieheoie 54 
(Now Gulf Public Service Co. ). 
PG Sn c cepnccccecescescae a a eS a ee 55 
Town of Baldwin_............-.-. --.--| Baldwin, La....-.- 57 
Town of Scott_-__- --| Scott, La... — 58 
Town of Breaux Bridge. | Breaux Bridge, La...................- 63 
Interstate Natural Gas Co. (Now | Working agreement. 7 
Olin Gas Transmission Corp.) 
La Place Gas & Fuel Co......-...... La Place, La 7 
Reserve Public Utilities Corp.......| Reserve, La.......--.--. iaaiesiaii 80 
Ve Oe We re nncccnnacecsned Gonzales, La__..-. 81 
Norco Gas & Fuel Co., Inc_......... Lutcher, Paulina, Gramercy, Norco, Goodhope, 82 
New Sarpy, and Destrehan, La. 
Joseph Hotard (Now O. A. Lowe)_..| Sorrento, La_...-- inthe litlden details 83 
Town of Denham Springs-....-..-..-.- | Denham Springs, La. sn tiliihiniaa 8&4 
Suburban Utilities, Ine_............. | East Baton Rouge, Ber ge oe . &5 
ey Ns dice enemreipsnticinctinas Amelia, Cleveland, Corrigan, Goodrich, Livingston, 29 
| Orange, Saratoga, Shepherd, Sour Lake, Tex 
Po eee | Abbeville, Broussard, bunkie, Cheneyville, Church- 56 
point, Cottonport, "Crowle 7, DeQuincey, DeRid- 
der, Elton, Erath, F lin, Hessmer, lowa, 
| Jeanerette, Jennings, Kinder, Lake Charles, Le- 
| compte, Mansura, Marksville, Merryville, Mil- 
| ton, New Iberia, Oakdale, Oberlin, Opelousas, 
| Ray ne, St. Me artinsville, Sulphur, Sulphur Mines, 
Vinton, Welsh, Westlake, Youngsville, Esther- 
wood, Leesville, and Rosepine, La. 
In THE MATTER OF 
EL PASO NATURAL GAS COMPANY 
Opinion and Order Fixing Rates 
Docket No. G—2018 
November 26, 1954* 
Syllabus 
1. Commission discusses Federal income tax allowances for depletion and in- 
tangible well drilling expense relating to natural gas production. P. 425. 
2. Field price allowed in cost of service for gas produced by El Paso during 
the test period. P. 426. 
3. Investments and operations of El Paso’s subsidiaries should be excluded in 
calculating rate base and cost of service. P. 427. 
4. Use of facilities is not the proper test for determining when charges to in- 
terest during construction should be terminated. P. 429. 
5. Investments applicable to procurement of gas should be treated as any other 
non-utility investment, and should not be included in the rate base. P. 432. 
6. Tax accruals may be applied to reduce the amount included in the rate base 
for materials and supplies. P. 483. 
7. Federal income tax allowance should be computed at the 52 percent rate 


*Designated Commission Opinion No. 278. 


applicable for individual corporate returns, evep though El Paso files a 
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consolidated return, since there is no justifiable basis for granting a greater 
allowance. P. 454. 

8. Commission rejects El Paso’s method of determining the relative credits to 
non-utility and utility operations for permissible deductions in computing 
their Federal income tax allowance. P. 434. 

9. It is not proper to include payment made under state gathering tax statute 
in the test period cost of service, where this statute has now been ruled 
unconstitutional, even though El Paso did not pay this tax under protest 
and the money is now beyond recovery. P. 437. 

10. It is not reasonable to include in cost of service an allowance for increase 
in state production tax, where statute did not become effective until 20 
months after test period and the record does not provide adequate basis 
for calculating the effect of this new increase in tax. P. 438. 

11. Commission cannot ignore a decline in interest rates and bond rates any 
more than it could ignore the reverse thereof. P. 440. 

12. Exclusive use of future earnings to determine the fair rate of return on 
equity capital is not proper. P. 4438. 

13. Commission finds that a 6 percent rate of return is fair and reasonable, and 
will adequately compensate El] Paso for any risks it might incur in the 
marketing of residue gas. Pp. 443, 444. 

14. Facilities of El Paso constitute an integrated system and should not be sepa- 
rated into divisions for cost allocation purposes. P. 447. 

15. Treatment of production costs as commodity costs and their assignment to 
customers in proportion to annual sales to such customers is proper. P. 448 

16. Commission approves allocation of costs on the basis of the principles an- 
nounced in the Atlantic Seaboard case, and rejects El Paso’s classification 
based on the decision of the Court of Appeals in the Mississippi River Fuel 
Corporation case. P. 450. 

17. Application of the demand-miles and commodity-miles theory of zone cost 
allocation rejected in this case. P. 452. 

18. Slight deviation from the allocated cost of service for each zone is justified in 
at least a token recognition of the fact that the predominant use of Bl 
Paso’s system is now for the supplying of gas for resale in California. 
P. 454. 

19. Although Commission is precluded by statute from prescribing and fixing a 
higher rate than El Paso has proposed for a particular sale, they are not 
prevented from recognizing that the revenue deficiency attributable to this 
sale results from El Paso’s design to maintain an inadequate rate and that 
other customers should not make up this deficiency. P. 454. 

20. Service agreement provisions with California customers dedicating zas re- 
serves should be eliminated because they may subject other customers of 
El Paso to undue prejudice or disadvantage. P. 457. 

21. Commission determines under Section 4 of the Natural Gas Act the just and 
reasonable rates and charges applicable to El Paso’s sales of natural gas 
in interstate commerce for resale. P. 459. 


Commissioners Strurck and Diepy concurring in part and dis- 
senting in part. 

Commissioners Draper and Smiru dissenting in part. 

Allen R. Grambling and Harry S. Littman for El Paso Natu- 
ral Co. 


W. Russell Gorman and Jacob Goldberg for the staff of the 
Federal Power Commission. 
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By THE CoMMISSION : 
OPprInion 


El Paso Natural Gas Company (El Paso or Company), on June 
30, 1952, filed new rate schedules to its FPC Gas Tariff, Original 
Volume No. 1.1 At the time of the filing thereof, it was estimated 
that the new rate schedules would result in an increase of approxi- 
mately $15,287,000 annually in the cost of gas to some twenty-seven 
customers of E] Paso purchasing gas for resale, based on then antici- 
pated sales during the twelve-month period ending July 31, 1953.? 
El Paso proposed that the schedules of increased rates be made 
effective as of August 1, 1952. 

The Commission, pursuant to Sections 4 and 5 of the Natural Gas 
Act; by order entered and effective as of July 31, 1952, entered 
upon a hearing and investigation concerning the lawfulness of the 
proposed increased rates and suspended and deferred the use of the 
proposed rate schedules until January 1, 1953, excepting those gov- 
erning the sale of gas for resale for industrial use only, and until 
such further time thereafter as said schedules should be made effec- 
tive in the manner prescribed by the Natural Gas Act. 

The hearing not having been concluded and an order made at the 
end of the suspension period, the suspended rate schedules, upon 
appropriate motion of El Paso, were made effective as of January 1, 
1953, subject to such refund as might thereafter be ordered by the 
Commission. 

Pursuant to proper orders of the Commission, hearings in this 
matter were held commencing July 29, 1953, and, after necessary 
recesses, concluding on February 12, 1954. In all, sixteen hearing 
sessions were held. Upon motion of El] Paso, concurred in by all 
parties present in the hearing at the time, the intermediate decision 
procedure was omitted by order issued March 18, 1954. Oral argu- 
ment was heard by the Commission on May 13, 1954, and a re- 
argument was heard on September 28, 1954. 

The City of Los Angeles, Pacific Gas and Electric Company 
(Pacific), Southern California Gas Company and Southern Coun- 
ties Gas Company of California (Southern California Companies), 
upon proper petitions therefor, were permitted to intervene and 
each participated throughout these proceedings. 





1 These proposed new schedules are contained in Fourth Revised Sheets Nos. 4 and 6. 
Third Revised Sheet No. 8, Sixth Revised Sheet No. 10, Fourth Revised Sheets Nos. 11, 
12, 13, 14-A and 15, Third Revised Sheet No. 17, Fourth Revised Sheet No. 19, Third 
Revised Sheet No. 19-A, Fourth Revised Sheet No. 22, Fifth Revised Sheet No. 25, and 
Original Sheets Nos. 11-A, 27-B, 27-C and 27-D. 

2 For the test period used in these proceedings, the twelve-months ended December 31, 
1952, the amount of annual increase was estimated to be $13,307,238. 

352 Stat. 822 and 823; 15 U. 8. C. 717¢ and 717d. 
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El Paso is a Delaware corporation having its principal place of 
business at El Paso, Texas. It owns and operates, among other 
facilities, a natural-gas transmission pipe-line system in the States 
of Texas, New Mexico, and Arizona. By such operations El Paso is 
engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission. Therefore, as is admitted, El Paso 
is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of January 
11, 1944, at Docket No. G-288, 4 F. P. C. 486. 


THE TEST PERIOD 


In the presentation of its case in support of the proposed rates 
El Paso utilized the experience in the calendar year 1952 as the 
basis, with adjustments for known changes. The Staff also adopted 
the calendar year 1952 as the test period, and introduced evidence 
bottomed upon El Paso’s experience in that year with adjustments 
for known changes. 

We find the year 1952 provides an appropriate test period. As 
noted previously, the increased rates which are the subject of this 
proceeding became effective January 1, 1953, subject to refunds if 
so ordered. Thus, the year 1952 represents the twelve-month period 
immediately preceding the earliest date upon which our decision 
herein can be made effective. 


RATE BASE 


Gas producing properties—E] Paso’s primary case is submitted on 
the basis of the substitution of the “current field price” of gas for 
the actual cost of gas which it produces. A secondary presentation 
is made by El Paso using the so-called “rate base” approach for 
gas-producing properties and operations. 

Under the field price method, all of the expenditures and costs 
related to the exploration, development, and production of natural 
gas by El Paso up to the well mouth are excluded from the rate 
base and operating expenses. Using this approach, the cost of com- 
pany produced gas at the well mouth is stated by El Paso on the 
basis of the “current field price” for gas produced. 

Under the “rate base” approach these expenditures and costs for 
exploration, development, and production of gas are included in 
the rate base and operating expenses. 

In each of these two alternative approaches, E] Paso computes 
Federal income taxes without the allowable deductions for depletion 
and intangible well-drilling expenses. It is the position of E] Paso 
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that these are benefits to which the stockholders are entitled whether 
the field price or rate base method is followed. 

The staff of the Commission introduced evidence using the rate 
base method only. In computing the allowance to be made for Fed- 
eral taxes on income, the Staff included in the cost of service an 
amount estimated to be the actual payment required after allow- 
ances for depletion and intangible well-drilling expense. 

Subsequent to the hearing in this proceeding and the filing of the 
principal briefs herein, the Commission issued its decision in the 
Panhandle case.* In that case we reached the conclusion that Pan- 
handle was entitled “to receive for the gas which it produces a price 
reflecting the weighted average arm’s-length payments for identical 
natural gas in the fields * * * where it is produced than through the 
application of the ‘rate-base’ method to this commodity.”®> We also 
stated in that decision our finding that “this conclusion logically 
carries with it * * * the adjustments for giving full effect to the 
statutory tax provisions regarding depletion and intangible well- 
drilling expense relating to natural-gas production.”® 

Thus, we concluded, in effect, that gas produced by a natural-gas 
company had the same value as a commodity at the well head as 
gas produced by an independent producer, and that such value 
should be attributed to it in determining the rate to which the 
natural-gas company was entitled for sales at distant points. 

However, subsequent to our decision in the Panhandle case, the 
Supreme Court of the United States handed down its opinion in 
the Phillips case." In that case the Court held that sales of natural 
gas in interstate commerce by so-called independent producers for 
resale are subject to provisions of the Natural Gas Act, and the 
jurisdiction of this Commission. In the Opinion and order of this 
Commission which were under revew by the Court, we had expressed 
our view that the Phillips Petroleum Company was not a “natural- 
gas company” within the meaning of the Natural Gas Act, and, 
therefore, not subject to our jurisdiction. 

The effect of the Court’s decision in the Phillips case is a great 
enlargement of the Commission’s responsibilities by requiring that 
we regulate the price of gas sold in interstate commerce by inde- 
pendent producers, in addition to the duty of fixing the amount to 
be allowed interstate transporters as the price of their own pro- 
duced gas. This decision, like past decisions of the Supreme Court, 
leaves the Commission free to choose the method to be followed in 


4Opinion No. 269, In the Matters of Panhandle Eastern Pipe Line Company, et al., 
issued April 15, 1954, 13 F. P. C. 53. 

5 Ibid., page 76. 

* Ibid., page 76. 

7 Phillipa Petroleum Company v. State of Wisconsin, et al., 347 U. S. 672. 


468918—61——-30 
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the future in regulating the price of gas sold by the independent 
producer as well as the price to be allowed interstate transporters 
for their own produced gas. 

At this time, with so little experience in the exercise of our newly 
found jurisdiction over independent producers, we are not prepared 
to permit the decision in the Panhandle case to stand as a precedent 
which would exclude, in the future, consideration of other methods 
and principles in determining the amount to be allowed in the cost 
of service for gas produced by a pipe-line company or an inde- 
pendent producer. We are, however, presently of the view that such 
method as may be adopted in the future should be employed for both 
the independent producer and the pipe-line company. 

To facilitate the reaching of an informed opinion on this question, 
the Commission has issued a notice of proposed rule making inviting 
all interested parties, including producers, gatherers, transmission 
companies, distributors, state commissions, municipalities, and repre- 
sentatives of consumer interests to submit their views to the Com- 
mission concerning principles and methods to be applied by it which 
could be used in regulating the price of natural gas sold by pro- 
ducers in interstate commerce for resale. Presumably such prin- 
ciples and methods could also be applied to gas produced by trans- 
mission companies. 

In the case now before us it makes relatively little difference 
whether El Paso is allowed the so-called field price for its own pro- 
duction or actual cost as determined under the rate base approach. 
El Paso contends it should be allowed the field price for gas pro- 
duced in the amount of $4,973,958. Alternatively El Paso contends 
that during the test period gas producing expense to the well mouth, 
together with the interest on debt related to gas producing invest- 
ments, totalled $5,060,749 before any profit and Federal income tax. 
The difference is only $86,791, which is relatively insignificant in the 
total cost of service. Since we would compute Federal income tax in 
the same manner under either method, this amount represents the 
difference that would result under the two methods; but without any 
allowance for profit in the rate base method of computation, except 
to the extent interest is included on gas producing investments. 

In view of these facts and circumstances we find it appropriate to 
allow in the cost of service the amount of $4,973,958 which El Paso 
contends should be included for gas produced by it in the test period. 
And, we also eliminate gas production property investment from 
the rate base, as proposed by El Paso. 

Subsidiary companies.—E] Paso has included in its cost of serv- 
ice computation all expenses related to and a return upon its net 
plant investment in two wholly-owned subsidiaries, Cia Occidental 











EL PASO NATURAL GAS COMPANY 427 


de Gas, S. A., de Capital Variable (Cia Occidental) and El Paso 
Gas Transportation Corporation (El Paso Transportation). The 
Staff, however, excluded all such costs and expenses in its calcula- 
tion of the rate base and cost of service. 

Cia Occidental was organized under the laws of the Republic of 
Mexico for the purpose of constructing and operating a single pipe 
line for the transportation of natural gas from the point of receipt 
from El Paso on the international border near Naco, Arizona, to 
Cananea, State of Sonora, Republic of Mexico. The sole purpose 
of this facility is to transport gas for El Paso to the point of de- 
livery to a single industrial customer located at Cananea. 

The principal function of El Paso Transportation has been and 
is to transport gas from the point at which it is received from El 
Paso in the suburbs of the City of El] Paso to a point within the 
city where it is delivered to the local distribution company, and 
to other points in or nearby the city where deliveries are made to 
certain large industrial customers of El Paso and another distribu- 
tion company. 

Cia Occidental is, of course, wholly without the jurisdiction of 
the Commission, even if the separate corporate existence be ignored, 
as suggested by El] Paso, and it be considered as an extension or 
subdivision of El Paso’s system. Whether its earnings are insufli- 
cient or grossly excessive is a matter not subject to our control. 

El Paso Transportation is a natural-gas company subject to regu- 
lation under the Act. It has on file with the Commission an FPC 
Gas Tariff containing a single rate schedule governing the trans- 
portation in interstate commerce by it of natural gas for El Paso 
and certain of El Paso’s customers. During the test period, 65.4 
per cent of the volume of gas transported under the tariff by El 
Paso Transportation for others than El Paso was for the account of 
Southern Union Gas Company, and 65.4 per cent of its revenues 
other than those received from El Paso during this period were 
derived from this service. Southern Union Gas Company (Southern 
Union) purchases the gas from El Paso for resale in or near the 
City of El Paso. The point of delivery by El Paso to Southern 
Union is at the city gate, as it is with all other customers, except- 
ing one. 

Under these circumstances, it seems neither necessary nor appro- 
priate that the investments and operations of these subsidiaries be 
reflected in the rate base and cost of service of El Paso in this 
proceeding. The fact that for convenience the transportation charge 
for service by El Paso Transportation is included in the billings of 
E] Paso, as pointed out by the Company, does not alter the fact 
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that the transportation charge is collected pursuant to a tariff other 
than that of E] Paso, which is not in issue in this proceeding. 

Actually, it seems to be of relatively little importance whether 
these subsidiary companies are or are not considered with El Paso. 
The total indicated deficiency in revenues attributed to them is 
only approximately $25,798. The rate base is reduced by $423,492 
by the elimination of the investment in these companies. 

Interest during construction —An issue of some importance has 
been interjected by the Staff’s proposed adjustment of charges to 
interest during construction as recorded by El] Paso. These charges 
relate to construction of facilities prosecuted pursuant to authoriza- 
tions granted by two certificates of public convenience and neces- 
sity. Although there was an interval of some six months between 
the issuance dates of the two certificates, the construction of the two 
groups of facilities was, in effect, performed as a single project. In 
fact, it has been usually referred to as the “430 MMCF Project.” 

El Paso has capitalized as interest during construction of the 
“430 MMCF” facilities an amount of $3,529,565. The Staff proposes 
an adjustment to eliminate $901,927 of the amount claimed by 
El Paso. 

Of this total proposed adjustment, $886,006 results from differing 
opinions as to dates upon which interest should be terminated upon 
segments of the construction work. These differences are occasioned 
by diverse interpretations of the Commission’s Uniform System of 
Accounts for Natural Gas Companies, particularly Gas Plant In- 
struction 5(17) which defines interest during construction.® 

In calculating charges to interest during construction the Staff 
has followed this instruction and the accompanying note. Interest 


*By order issued March 1, 1949, at Docket No. G-1051, et al. (7 F. P. C. 908), El 
Paso was authorized to construct and operate additional facilities to enable the sale 
and delivery to customers in Texas, New Mexico and Arizona of additional volumes up to 
a total of 80,000 Mcf per day, and to the Southern California Companies of additional 
volumes up to a total of 100,000 Mcf per day. 

By order issued March 1, 1949, at Docket Nos. G-1019, et al. (8 F. P. C. 726), as amended 
by order issued March 22, 1949 (8 F. P. C. 772), El Paso was authorized to construct 
and operate other additional facilities to enable the sale and delivery to Pacific of volumes 
up to 250,000 Mcf per day. 

9 Gas Plant Instruction 5(17) of the System of Accounts reads as follows: 

“Interest during construction” includes the net cost of borrowed funds used for con- 
struction purposes and a reasonable rate upon the utility’s own funds when so used. 
Interest during construction shall be charged to the individual job upon which the funds 
are expended and shall be credited to Account 536, Interest Charged to Construction—Cr. 
The period for which interest may be capitalized shall be limited to the period of construc- 
tion. No interest charges shall be included in these accounts upon expenditures for con- 
struction projects which have been abandoned. 

Note.—When a part only of a plant or project is placed in operation or is completed 
and ready for service but the construction work as a whole is incomplete, that part of 
the cost of the property placed in operation, or ready for service, shall be treated as “Gas 
Plant in Service” and interest thereon as a charge to construction shall cease. Interest 
on that part of the cost of the plant which is incomplete may be continued as a charge 
to construction until such time as it is placed in operation or is ready for service, except 
as limited in item 17, above. 
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on a facility comprising a part of the combined project was thus 
terminated by the Staff when it was completed, tested, and placed in 
operation or was ready for service. In multiple unit installations, 
such as compressor stations where several units were completed or 
installed on different dates, an average date was determined for 
terminating charges to interest for the completed facility. 

The record shows that the dates used by the Staff as the deter- 
minative time when a facility or part of the project was placed in 
service or completed and ready for service were supplied by El Paso, 
and, in the words of an officer of the company, represent “the dates 
on which construction was completed on various segments of the 
project, and, in most instances, the dates such facilities were inter- 
connected with the present pipeline system.” 

The method employed by El Paso in fixing the period during 
which interest during construction should be charged on various 
parts of the project has been generally explained by it as follows: 

It was * * * determined that the most equitable basis for establishing the 
effective date the project or any part thereof was available for the service 
for which it was intended was from the effect of the use of the facilities on 
the deliverability of the pipe line system as reflected by increased gas deliv- 
eries. During the period of construction transfers to Gas Plant in Service 
were made from time to time when increases in capacity developed, as de- 
termined by increased deliveries made during the period, and the cost of 
those facilities then completed which were determined to have been used in 
making such increased deliveries was transferred to Gas Plant in Service and 
interest charges to construction were terminated with respect to such costs. 
Once a facility was transferred to Gas Plant in Service, interest charges 
ceased and were not resumed in the event deliveries subsequently fell off 
and such facilities were idle and not producing revenues. Certain facilities 
including field lines and plants and transmission branch lines were trans- 
ferred to Gas Plant in Service upon completion of construction. Interest 
on the balance of the facilities was capitalized until they were available for 
some significant portion of the service for which they were intended. 


It seems clear that, by the application of this method, instead of 
terminating interest as a charge to construction on the date when 
a “part only of a plant or project is placed in operation or is com- 
pleted and ready for service,” as contemplated by the System of 
Accounts, El] Paso has continued beyond such date to charge interest 
to construction until such time as actual deliveries to the customers 
show that the partially completed or completed project has actually 
been used in making increased system sales. As one of El Paso’s 
witnesses stated it: “When the increased volumes were delivered, 
that is the point at which it was indicated these facilities were 
used.” And that is the point when interest charges were terminated 
by El Paso on those facilities. 

Use of facilities, of course, is not the proper test for determining 
when charges to interest during construction shall be terminated. 
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If this theory is proper, which it is not, then, as El Paso’s witness 
testified, facilities could be completed and ready for service, but 
charges would be continued to be made thereafter for interest dur- 
ing construction so long as the customers for any reason failed to 
take volumes of gas greater than the volumes taken prior to such 
construction. Certainly a theory that produces such results is 
improper. 

The allowance of interest during construction as a capital cost 
is based upon the economic concept—from which the accounting 
treatment emanates—that the cost of funds invested in the project 
is an actual part of the construction cost. Accordingly, from an 
accounting standpoint—that is, to determine the amounts to be 
reflected on the books—the Uniform System of Accounts provides 
that the amount to be capitalized includes “the net cost of borrowed 
funds used for construction purposes and a reasonable rate upon 
the utility’s own funds when so used.” The System of Accounts 
also provides that— 


The period for which interest may be capitalized shall be limited to the 
period of construction. 


El Paso’s method of capitalizing interest during construction goes 
beyond permissible limits. The result is to capitalize interest not 
only to refiect the cost of funds invested in construction—but also 
to capitalize interest during a period after completion of construc- 
tion because the additions are not used to generate additional rev- 
enues through increased sales. In effect this is to capitalize a loss 
of anticipated revenue through the guise of interest during construc- 
tion. Deficits arising from operating losses traceable to idle in- 
stallation cannot properly be capitalized as a construction cost. 
In the Matter of Chelan Electric Company, 1 F. P. C. 91, 97-98. 
See also, among others, Jn the Matter of Chelan Electric Company, 
1 F. P. C. 102, 113; Jn the Matter of Chicago District Electric Gen- 
erating Corporation, 2 F. P. C. 412, 422. 

El Paso has lost sight of the fact that, as Commissioner Draper 
stated for the Commission in the Opinion Jn the Matter of Clarion 
River Power Company, 1 F. P. C. 269, 287— 

What is sought is not the date of beginning commercial operation but 
rather the date upon which the property became available for use, as it is 
the latter date which marks the termination of the period during which 


interest and taxes and other items can be charged into the capital account 
of the project. 


For the purposes of this case, we find that El Paso has included 
improper and excessive charges to interest during construction as 


Gas Plant in Service, and that the adjustment of $888,006 proposed 
by the Staff should be reflected in the rate base. 
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We also find that El Paso has failed to sustain the 


431 


burden of 


supporting charges for interest during construction in an amount 
exceeding $17,372 for the period prior to the initial deposit to the 
construction fund on September 10, 1948. The record does not 


provide substantial evidence supporting El] Paso’s claim 
orders including additional interest in the total amount 


that work 
of $15,921 


related to construction constituted a part of this “430 MMCF 


Project.” This latter amount is, therefore, disallowed. 


A correlative adjustment in the amount of $81,903 should be re- 


flected in the reserve for depreciation to eliminate accrua 
interest adjustments. 
Other adjustments.—Other adjustments proposed by 


ls on these 


the Staff, 


which we consider proper, result in a net elimination of $6,078 from 
the claimed net plant investment. These adjustments result from 
the distribution by the Staff to well-mouth functions of items of 
intangible plant. None were so attributed by the Company. 


Working capital—As computed by El] Paso, the rate ba 
include any separate allowance for cash working capital. 


se does not 
It is the 


position of the Company that sufficient cash will be provided through 
accruals for Federal income taxes. E] Paso, however, does include 
in the claimed rate base $3,172,015 for materials and supplies, and 
an item of $10,458,123 which is represented to be “Investments 


last day of the test period. 


Applicable to Procurement of Gas” as of December 31, 1952, the 


The Staff in its computation of working capital requirements, as 
adjusted, preliminary to any consideration of off-setting tax ac- 


cruals, has included $2,074,320 for cash working capital, 


$2,958,112 


for materials and supplies, $411,034 as an allowance for prepayments, 


and $6,667,410 for other investments. 


In their preliminary computations of cash working capital re- 
quirements, both El Paso and the Staff followed the formula 
prescribed by the Commission. Operating expenses requiring cash 


working capital were determined and an allowance of 


one-eighth 


thereof was included to provide cash estimated as required for a 


45-day period. 


The differences between El] Paso and the Staff as to the proper 
amount to be included for materials and supplies result from the 


fact that the Staff has made certain adjustments in th 


e recorded 


monthly balances for this item to eliminate amounts included therein 


representing the cost of certain construction materials. 


It appears 


that E] Paso did not consider these refinements necessary, and it 
accordingly made no study to determine the appropriate adjustments 


for this purpose. 





We find the weighted average of monthly bal- 
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ances as adjusted by the Staff to be an appropriate allowance for 
the test period. 

El Paso and the Staff also disagree as to the amount to be in- 
cluded in the rate base for what the Company identifies as “In- 
vestments Applicable to Procurement of Gas.” El Paso contends 
that the balance at December 31, 1952, is the appropriate allowance, 
whereas the Staff contends that an adjusted weighted average for 
the test year should be used. Our disposition of this item makes 
it unnecessary to resolve these differences. 

These investments represent money advanced to others for the 
drilling of exploratory wells, the acquisition and development of 
leases, construction of gasoline plants, as advance payments for gas 
to be purchased, and for deepening and completing wells. In each 
instance of these advances El] Paso acquires a right, either by gas 
purchase contract or lease acquisition, or the purchase of gas 
rights, to obtain any gas supplies that might become available by 
reason of the particular activity for which the advance is made. 
In such event the advance is paid off by deliveries of gas to El Paso. 
If and when so paid the receipts of gas are recorded by El Paso as 
gas purchases and the advances are credited with an amount equiv- 
alent to the recorded “cost” of the gas. 

Upon consideration of these facts, we are of the opinion that 
these advances should not be included in the rate base. Rather, in 
our view they should be treated as any other non-utility investment. 
This disposition seems particularly appropriate in this case where 
El Paso’s own exploration and production operations are treated 
as non-utility. 

We find then that the working capital requirement for the test 
year, preliminary to any consideration of the availability of tax 
accruals, is $5,443,475. 

Since there are present in this case no reasons for departure 
therefrom, it is appropriate to follow our customary procedure in 
the computation of the net working capital requirement to be in- 
cluded in the rate base. We conclude, therefore, for the reasons 
stated at length in earlier decisions,’ that this preliminary computa- 
tion of the working capital requirement should be reduced by an 
amount equal to 75 per cent of the computed Federal income tax 
allowance included in the cost of service for the test year. This 
tax allowance is computed to be $7,391,161, and 75 per cent thereof 


10 Opinion No. 226, In the Matter of Alabama-Tennessee Natural Gas Co., 11 F. P. C. 75; 
Qpinion No. 227, In the Matter of Transcontinental Gas Pipe Line Corp., 11 F. P. C. 94; 
Opinion No. 228, In the Matter of Northern Natural Gas Co., 11 F. P. C. 123, aff’d. in 
part and rem’d in part 206 F. (2d) 690, cert. denied 346 U. S. 922; Opinion No. 235, 
In the Matter of Colorado Interstate Gas Co., 11 F. P. C. 324, aff’d in pertinent part and 
rev'd. and rem’d. in part 209 F. (2d) 717 and 732, rev’d., 348 U. S. 492; Opinion No. 269, 
In the Matter of Panhandle Eastern Pipe Line Co., 13 F. P. C. 53. 
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is $5,543,371. Since the amount available from tax accruals on 
this allowance exceeds the computed preliminary working capital 
requirement, there is no necessity for including in the rate base an 
allowance for working capital. 

We note E] Paso’s contention that it is improper to compute the 
working capital allowance on the theory that tax accruals collected 
in advance of the date of payment of the tax may be used for pur- 
poses other than cash working capital. Specifically, it is contended 
that these accruals may not be applied to reduce the amount included 
in the rate base for materials and supplies. We have repeatedly 
found to the contrary," and the present record discloses no reason 
for departing from these rulings. 

Summary of rate base—In accordance with the foregoing, we find 
the rate base for the test period to be $233,329,819, computed as 
follows: 


I TI Rs i iiiicteic tii earn ie eee ee $269,327 ,532 
Reserve for depreciation $35,488,842 
Reserve for amortization 46,560 35,535,402 


233,792,130 
Contributions in aid of construction (462,311) 


Net plant investment 233,329,810 
Working capital allowance 0 
Total rate base 233,329,819 


COST OF SERVICE 


Operating expenses.—As revised to accord with the earlier finding 
herein as to the treatment to be accorded El Paso’s producing op- 
erations, the Staff’s estimate of total operating expenses is $55,322,- 
415. This is $357,473 more than the total of $54,964,942 originally 
claimed by El Paso. This difference is occasioned by the fact that 
the Staff’s estimate includes a wage increase granted subsequent to 
the introduction in evidence of El] Paso’s cost of service exhibits. 
In our view the Staff’s estimate is reasonable and acceptable. 

Federal income tax—E] Paso’s evidence was presented on the 
basis that the Company would continue, as it has in recent years, to 
file its Federal income tax return on a consolidated basis with its 
subsidiary corporations. For the test year the tax rate for con- 
solidated filing was 54 percent. 

The Staff, however, contends that the Federal income tax allow- 
ance should be computed at the 52 per cent rate applicable for in- 
dividual corporate returns. It is the Staff’s position that the filing 
by El Paso of a consolidated return in 1952 resulted only in the 


11 See cases cited in footnote 10, supra. 
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payment of an additional 2 per cent tax—without any off-setting 
benefits accruing therefrom, and that this would also be true for 
1953. 

While it does not appear to dispute these contentions of the Staff, 
El] Paso adheres to the position that the proper rate to be used 
is the 54 per cent rate used in its exhibits. 

Although El Paso filed its Federal tax return on a consolidated 
basis for 1952, the test year, and, of course, is free to continue to 
do so in the future, we find no justifiable basis in the record for 
including in the cost of service an allowance for these taxes com- 
puted at a rate in excess of 52 per cent. El Paso has failed to 
demonstrate any substantial reason for assessing the rate payers 
with the 2 per cent penalty resulting from the filing of a con- 
solidated return. There is no question but that the Company could 
change to an individual return basis for the year 1953.!* 

Other differences between El Paso and the Staff in the matter of 
the Federal income tax allowance concern the relative credits to 
non-utility and utility operations for permissible deductions in the 
computation of the tax. 

In computing the tax deductions of interest expense, amortization 
of debt and other items relating to debt, and contributions and 
donations, El Paso has applied a formula which purports to sep- 
arate these deductions between those related to rate base investment 
and those related to investment not in the rate base. This formula 
of El Paso requires that there first be determined the percentage 
relationship of the average capitalization for the test year to the 
rate base. This was found to be 88.946 per cent, of which 8.270 per 
cent was considered to represent investment in wells and leases and 
80.676 per cent investment in “utility” plant. The balance of 11.054 
per cent is considered by El Paso to represent “non-utility” invest- 
ment. The tax deductions were credited in accordance with these 
percentages. 

El Paso contends that the Staff’s objections to this approach for 
separating the tax deductions cannot be “valid” because the method 
used by the Company “is almost precisely identical in both form and 
substance with that used by the Commission in its Panhandle 
Opinion No. 269, Table 9, Appendix I.” This statement, however, 
is quite incorrect. 

For the purpose of this separation in the Panhandle case, these 
deductions were—“Allocated on average plant basis to functions 


12 Rev. Rul. 152, I. R. B. 1953-16, 14. The Internal Revenue Code now provides a rate 


of 52 per cent for the year 1954 whether the return is filed on an individual or consoli- 
dated basis. 
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after allocation of 16 per cent of total to non-operating, based on 
ratio of average non-operating investments to capitalization.” 

In this case the average non-operating investments of El Paso in 
the test year were $10,275,892, or 3.34 per cent of the average cap- 
italization for that period. It requires no more than a comparison 
of this percentage with the 11.054 per cent attributable by El Paso 
to non-utility investment to make it clear that the method followed 
by the Company is quite at variance with the approach used in the 
Panhandle case. 

Under El Paso’s approach, deductions for interest, etc., in the 
computation of the Federal income tax to be included in the cost 
of service should be related solely to interest or investments directly 
associated with items included in the rate base. Thus, interest paid 
upon investments providing funds for construction incomplete at the 
year’s end—that is, work in progress—would, under El Paso’s ap- 
proach, be considered as a non-utility item. As such, according 
to El] Paso, any tax benefits derived therefrom should inure solely 
to its stockholders. We fail to see why the stockholders should 
receive this windfall. 

For construction work in progress at the end of the test year 
El Paso will be allowed to capitalize interest during construction. 
El Paso will be entitled to recover a return upon the investment in 
this construction, as well as the amount capitalized for interest dur- 
ing construction, when work is completed and these costs are trans- 
ferred to the plant accounts included in the rate base. And, of 
course, E] Paso will be allowed to recover through its rates and 
charges an annual allowance for the depreciation of the plant asso- 
ciated with this investment. 

The revenues to be generated by the rates and charges herein 
found to be just and reasonable will cover not only the operating ex- 
penses of E] Paso but also the capital cost of the business, including 
service on the debt and dividends on the stock. Since the ratepayers, 
whether in the test year or in the future, must provide the funds to 
service the debt, including all interest payments, it seems only 
appropriate and equitable that the ratepayers rather than the stock- 
holders should receive, although indirectly, benefits from tax savings 
accruing by reason of such interest payments. These benefits will 
be reflected by a lesser allowance for Federal income tax in the 
cost of service—but reflecting the tax liability of the Company 
in these respects. 

For similar reasons we find that El] Paso has improperly com- 
puted its Federal income tax by failing to reflect the available 


38 See Opinion No. 269, supra, p. 53, Appendix I, Table No. 9, footnote 6. 
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deductions for state sales taxes paid on construction materials, and 
Federal and state payroll taxes for construction labor. To be sure, 
as El Paso contends, the taxes so paid because of construction per- 
formed in the test period will not again be paid in another year 
upon the same construction. But it is clear that similar taxes will 
be paid upon other new construction at least during the years im- 
mediately following the test year. 

The record shows that in the year 1953 these taxes were accruing 
at a greater rate than were paid in 1952, the test period. We also 
know that El Paso has embarked upon other expansion projects 
which will cause the incurrence of similar taxes after 1953.14 

Under these circumstances, to assume that the tax liability of 
El Paso will not be reduced by allowable deductions for such sales 
taxes and payroll taxes in years following the test year would be 
contrary to the facts. To exclude these deductions in the computa- 
tion of the Federal income tax would be to reflect a tax liability 
greater than that imposed on the Company. This, in effect, would 
give E] Paso greater net revenues than we herein find it to be 
entitled. 

The appropriate amount to be included in the cost of service as 
an allowance for Federal tax on income is $7,391,161. 

Texas gathering taw.—E] Paso and the Staff each included in the 
cost of service estimates an allowance of $1,022,406 for payments 
by the Company under a Texas statute levying a tax on the occupa- 
tion of “gathering gas.” This was the amount paid by El Paso 
during the test period. 

Subsequent to the introduction of these cost of service studies in 
evidence, and in the closing stages of the hearing, the Supreme Court 
of the United States declared the Texas statute to be unconstitu- 
tional.1® 

In consideration of this fact, the Staff contends, by briefs and 
orally, that the Texas gathering tax should be eliminated from 
the cost of service as a non-recurring cost. El Paso argues, also 
by brief and orally, that it is entitled, as a part of its cost of service, 
to the full amount of $1,022,406, because this was the amount 


14 By order issued June 23, 1952, as amended, at Docket Nos. G-16380, et al., Bl Paso 
was authorized to construct facilities designed to increase its system capacity an additional 
320,000 Mcf per day. At the time of the proceedings in these matters the total estimated 
cost of the proposed facilities was $108,680,164. Under the conditions of the order, as 
amended by order issued December 31, 1953, the facilities were to be completed by 
June 30, 1954. 

By order issued June 29, 1953, as amended, at Docket Nos. G-2106, et al., Bl Paso was 
authorized to construct other facilities designed to provide a further increase in system 
capacity of 404,610 Mcf per day. The total cost of these facilities was estimated to be 
about $169,000,000, exclusive of estimated financing costs. Under the terms of the amended 
order, construction of these facilities is to be completed by January 1, 1955. 

15 Michigan-Wisconsin Pipe Line Co. v. Calvert, 347 U. 8. 157 (1954). 
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actually paid during the test period. It also states that, as matters 
now stand, no part of this tax will be refunded to El Paso. 

In its arguments against the elimination of this tax from the cost 
of service, El Paso recognizes that a similar elimination was ap- 
proved by the Commission in the Panhandle case.* An attempt 
was made by the Company to distinguish on the ground that the 
Panhandle Eastern Pipe Line Company paid the tax under protest 
and has recovered the same, whereas El Paso did not pay under 
protest and is not now entitled to recover the tax payments. We 
are told by El Paso that it paid the tax without protest because 
it was felt that a more onerous tax might be imposed if this 
gathering tax statute was held to be unconstitutional. 

While we are not inclined to question the judgment of company 
management in matters of this kind, it does appear that E] Paso 
should have recognized the possibility that the Texas statute might 
be declared unconstitutional. The statute was enacted in 1951 and 
the tax became effective on September 1st of that year.‘7 Sometime 
prior to August 14, 1952, a District Court of Texas held the statute 
to be unconstitutional.1® This decision on appeal was reversed by 
the Court of Civil Appeals of Texas on February 4, 1953,!° which 
court was in turn reversed by the United States Supreme Court 
as previously noted. It would seem that sometime in the course 
of these events El Paso should have taken notice of the advisability 
of making these payments under protest to protect the possibility 
of a refund to it in the event of an ultimate ruling that the statute 
was unconstitutional. Certainly this could have been simply done 
without entailing any obligation to actively prosecute a suit to 
have the enabling statute declared unconstitutional, which review 
had been timely instituted by the action of a number of other inter- 
state pipe-line systems.”° 

In our opinion, under the circumstances, it would not be proper 
to include payment made under this statute in the test period cost of 
service. To do so would result in the fixing of rates designed to 
recover from the customers an amount equal to the allocated portion 


16 Opinion No. 269, supra, page 53. 

17 Texas Laws 1951, Chapter 402, Sec. XXIII; Art. 7057 f, Vernon’s Annotated Civil 
Statutes of Texas. 

18 Public Utilities Fortnightly, Vol. L, No. 4, August 14, 1952, pp. 254-255. (Fifty-nine 
lawsuits were reported to have been filed at this time by taxpayers seeking refunds (id.). 

19 Calvert v. Panhandle Eastern Pipe Line Company, 255 S. W. 2d 535. 

20 It is reported that 59 lawsuits had been filed by taxpayers seeking refunds of these 
payments at the time the Texas District Court held the law unconstitutional. Public 
Utilities Fortnightly, Vol. L, No. 4, August 14, 1952, pp. 254-255. The number of such 
suits is also reported to have increased to 111 at the time of decision by the Court of 
Civil Appeals. Public Utilities Fortnightly, Vol. LI, No. 5, February 26, 1953, p. 322. 
Later the number of suits totalled 117. Public Utilities Fortnightly, Vol. LII, No. 2, 
July 16, 1953, p. 125. 
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of such tax payment as well as all other items included in the cost 
of service assigned to jurisdictional sales. 

The payment made for this tax in the test year is apparently 
beyond recovery—excepting the possibility of legislative action in 
Texas. And we find no reasonable basis for concluding and pro- 
viding that the ratepayers—rather than El Paso’s stockholders— 
should bear the cost of this tax for the year 1953—which is within 
the refund period. Certainly there is no reason for including this 
tax as an item of cost in fixing rates for the future. 

Nor do we find it reasonable to include in the cost of service, as 
El Paso alternatively suggests, an allowance for the increase in pro- 
duction tax levied by a recent enactment of the Legislature of the 
State of Texas.24_ This act did not become effective until Septem- 
ber 1, 1954, which is twenty months after the end of the suspension 
period, and the test period. Furthermore, the record does not provide 
an adequate basis for accurately calculating the effect of this new 
increase in tax.” 

Summary of Cost of Service.—We find, therefore, the cost of 


service for the test year to be $86,465,943 as detailed in Appendix A 
hereto. 


































RATE OF RETURN 





The increased rates and charges here under consideration were 
designed by El Paso to recover to it the estimated cost of service, 
including a return at the rate of 6 per cent per year. At the time 
of the filing of the increased rates and charges on June 30, 1952, 
E] Paso also filed supporting data in purported justification thereof 
which included in the cost of service a return at the annual rate 
of 6 per cent. 

At the time of the hearing herein in July, 1953, however, the 
evidence offered by E] Paso in support of these rates and charges 
was based upon a rate of return of 614 per cent. And, this is the 
return to which the Company claims it is entitled, even though the 
increased rates and charges are not intended to generate this amount 
of revenue. In fact, a consultant appearing on behalf of El Paso 
testified that the Company is entitled to a rate of return of not 
less than 634 per cent. 

The Staff contends that a rate of return of 514 per cent is fair 
and reasonable. 


21 House Bill No. 15 as enacted by the Texas Legislature became a law upon its signing 
by the Governor of Texas on April 14, 1954. This act amends subsection or paragraph 
(1) and subsection or paragraph (3) of Section 1, of Main Section 1 of House Bill No. 628, 
Chapter 269 of Acts, Forty-ninth Legislature, as amended. which are codified as Sections 
1(1) and 1(3) of Article 7047 b, Vernon’s Annotated Civil Statutes of Texas. 

22 El Paso states in its reply brief that the increase in the production tax would have 
been $616,709 if it had been effective during 1952, the test year. 
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The wealth of evidence introduced by E] Paso and the Staff on 
the subject of rate of return includes yields on bonds of public 
utilities, railroads, and industrials, as well as U. S. Treasury bonds, 
data on public offerings of bonds, preferred stocks, and common 
stocks of natural-gas companies, earnings-price ratios of common 
stocks of natural gas and electric companies, and the capitalization 
ratios of natural-gas companies. The record also includes detailed 
data on the outstanding securities and earnings of El Paso. 

The capitalization of El Paso at August 31, 1953, was as follows: 


Long-term debt?% Amount 
ist mtge. P. L. bonds, 3%, due 1966 $32,880,000 
lst mtge. P. L. bonds, 314%, due 1968. 28,790,000 
1st mtge. P. L. bonds, 344%, due 1964 
ist mtge. P. L. bonds, 314%, due 1965. 
1st mtge. P. L. bonds, 354%, due 1967 
1st mtge. P. L. bonds, 3% %, due 1968 
1st mtge. P. L. bonds, 444%, due 1968 
Sinking fund debs., 344%, due 1968 
Sinking fund debs., 3%, due 1958 
Sinking fund debs., 454%, due 1968 


Total debt 
Preferred Stock?% 

4.10% cumulative, $100 par 
4.25% cumulative, $100 par 
5.50% cumulative, $100 par 
5.36% cumulative, $100 par 
5.65% cumulative, $100 par 
4.25% 2d convertible—1949 series 
4.25% 2d convertible—1950 series 
4.40% 2d convertible—1951 series 
4.40% 2d convertible—1952 series_ 


Total preferred stock 
Common stock and surplus: 
Common stock, $3.00 par, 4,439,989 shares 
Premiums and assessments 
Capital surplus 
Earned surplus 


Total common equity 100,622,000 19% 

Total capitalization 520,741,000 100% 

El Paso contends that we should disregard its historic cost of 
acquiring debt capital. It is the position of the Company that we 
should consider only “current conditions” in determining the allow- 
ance for debt. On this basis, El] Paso claims that the fair allow- 
ance is not less than 4.25 per cent for this type of securities. This 


23 After eliminating sinking fund requirements through 1954. 
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current cost, according to El Paso, is best evidenced by its issue of 
first mortgage 414 per cent bonds in the principal amount of $120,- 
000,000, dated June 15, 1953, and due in 1968, and the $25,000,000 
issue of 45g per cent sinking fund debentures, dated October 1, 1953, 
and due in 1968. These issues—like all other issues of El Paso— 
were sold privately. The net proceeds to El Paso for each of these 
two issues amounted to 99.68 per cent of par, with a consequent 
net cost slightly higher than the coupon rate. 

El Paso concedes, however, that these two most recent placements 
of debt securities were made at a time when bond yields and interest 
rates had reached the highest level in ten years. But, more im- 
portantly, El Paso also recognizes that since that time there has 
been a decline in interest rates and bond rates. Yet, it contends, 
at least in effect, that we should ignore these developments—and 
consider as “current” events which occurred more than a year ago. 
This is not our concept of the meaning of current. We cannot 
ignore this downward trend in the money market any more than we 
could ignore the reverse thereof had the market continued its up- 
ward rise. Nor do we believe that we would have been urged to 
do so had the latter situation obtained. 

The experience of other natural-gas companies clearly evidences 
the decline in interest rates since El Paso last entered the bond 
market in June, 1953, and since October, 1953, the date of its last 
issue of debentures. 

The record shows that in June, 1953, Northern Natural Gas Com- 
pany (Northern) issued 414 per cent debentures, due in 1973, and 
that in November, 1953, Northern again sold debentures, due in 
1973, but at an interest rate of 35g per cent. At the end of October, 
1954, these 35g per cent debentures of Northern were selling at 
104 to yield 3.36 per cent.2* The record also shows that in May, 
1953, Southern Natural Gas Company (Southern Natural) sold 
4 per cent bonds, due 1973, at 99 to yield 4.07 per cent. And we 
take notice of the fact that in March, 1954, Southern Natural sold 
bonds bearing an interest rate of 34 per cent, due 1974, at par to 
yield 3.13 per cent.2® At the end of October, 1954, these 31%’s of 
Southern Natural were selling to yield 3.00 per cent.” 

The evidence also shows that in January, 1954, Michigan Con- 
solidated Gas Company sold $20,000,000 of 33% per cent first mort- 
gage bonds due 1979 to an underwriting group which re-offered the 
bonds at 100.759, whereas in June, 1953, this company rejected a 
bid of 100 for a similar bond with a 5 per cent coupon. The 33 


24 Standard & Poors Bond Guide, November 1954, pages 118, 119. 
25 Standard & Poors Bond Guide, November 1954, pages 152, 153. 
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per cent bonds at the end of October 1954 were selling to yield 3.07 
per cent.** 

El Paso contends, however, that these issues are not to be com- 
pared with similar issues by it, because, it states, there is a large 
and important difference which exists between the problems of debt 
management of El] Paso and the problems of other companies. We 
note, however, to cite one instance, that the experience of E] Paso in 
the market has been quite similar to that of the Tennessee Gas 
Transmission Company (Tennessee). This is well illustrated by the 
following comparison of their activities. 





Bonds 
Tennessee Gas Transmission Co. E] Paso Natural Gas Co. 
Date of issue Cost to com- Date of issue Cost to com- 
pany pany 
Percent 
EE, Si cdctnndutinwngnuininiiann re GE EE ccncncneguianinndesnanane 4.17 
September 1952_.................-..- 3.84 |} August 1952_...................-.... 3.78 
ee Se Beitinncacudiiedntinasseniieiiga 3.69 
Preferred stock ** 
Percent Percent 
September 1953__.............-...... CGE Delp MBLs. -- ihn ccnccdidecetht 5.86 
Sy anna tdnedceniinnpineninnnin’ GG © I Biditiinremcetnisnnccenntinns 5.56 
| 








In December, 1953, Tennessee sold bonds, due 1973, bearing an 
interest rate of 4 per cent. At the end of March, 1954, these bonds 
were selling above the regular call price of 105.38 to yield 3.51 per 
cent,?* and in June, 1954, Tennessee issued $25,000,000 of bonds, due 
in 1974, with an interest of 35, per cent to yield 3.50 per cent.” 
At the end of October, 1954 these bonds were selling to yield 3.31 
per cent.*° 

Furthermore, the record shows that in May and June, 1953, the 
yield on outstanding taxable U. S. Treasury Bonds stood at 3.09 per 
cent, whereas in September, 1954, the yield had declined to 2.51 
per cent.*4 The record shows, too, that Moody’s Public Utilities 
Bonds stood at 3.62 per cent in June, 1953, but they had declined 
to 3.11 per cent in October, 1954.82 This is lower than the yield of 


26 Standard & Poors Bond Guide, November 1954, pages 100, 101. 
2 Indeterminate life basis. 

38 Standard & Poors Bond Guide, April 1954. 

29 Moody’s Public Utilities Cumulative Index, Vol. 25, page 1215. 
© Standard & Poors Bond Guide, November 1954, pages 158, 159. 
Sl Federal Reserve Bulletin, November, 1954. 

32 Moody’s Bond Survey, November, 1954. 
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8.19 per cent on these bonds prevailing in July, 1952, when El Paso 
placed $65,000,000 of 334 per cent bonds, due 1968, at par. 

Upon consideration of these and other facts available from the 
record and current market statistics, it can only be concluded that 
the decline in interest rates since mid-1953 is not less than % of 
1 per cent, and that, if an allowance of 4.25 per cent was fair for 
E] Paso at that time, as it claims, an allowance of at least 14 of 
1 per cent less than that is justified at the present time. We find, 
therefore, as recommended by the Staff, that an allowance of 3.76 
per cent for El Paso’s debt capital is fair and reasonable. This is 
the historic or average weighted cost of El Paso’s debt of $354,- 
571,000 outstanding at August, 1953. 

Scant attention is given by El Paso to the preferred stock, which, 
at August 31, 1953, was outstanding in the amount of $65,548,000, 
representing 13 per cent of its total capitalization. The outstanding 
non-convertible preferred stock of the Company at the end of Oc- 
tober, 1954, was quoted at prices to yield from 4.1 per cent on the 
4.10 per cent series to 5.10 per cent on the 5.36 and the 5.65 per cent 
series.“ In view of these current market prices, we find that the 
cost of 5.29 per cent on all of the outstanding preferred stocks of 
El Paso is a proper and reasonable rate to be allowed in the de- 
termination of a fair and reasonable rate of return for this 
Company. 

El Paso contends that the fair rate of return on its equity capital 
is not less than 1214 per cent. This claim is based upon the con- 
clusion that the investors’ return requirement is approximately 
1134 per cent and that to this should be added 34 of 1 per cent to 
cover necessary issuance expense. This proposed return on equity 
is based on computations designed to measure, and to eliminate from 
the market price that portion which is claimed to be attributable 
to unrealized future earnings and unmatured future prospects, such 
as those that may result from ownership of natural-gas reserves. 
El Paso contends that, by relating the price of stock thus obtained 
to the earnings for the succeeding rather than the preceding year, 
the investors’ requirements can be readily measured. It is also 
contended by El Paso that without the existence of other factors 
the market price of common stock of a utility company regulated 
on the original cost basis could not reasonably be expected to ex- 
ceed 125 per cent of book value. 

We have recently had occasion to express our view of identical 
contentions advanced by Panhandle Eastern Pipe Line Company. In 


83 Standard & Poor’s Stock Guide, November, 1954, pages 66, 67. 
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the previously mentioned Opinion No. 269 in the Panhandle case 
we stated the following at 13 F. P. C. 53, 98: 

Exclusive use of future earnings rather than past earnings represents a 
digression from well-established methods heretofore employed by the Commis- 
sion and would necessitate speculation on our part as to whether or not investors 
accurately forecast future earnings. Furthermore, to accept Panhandle’s theory 
that investors in common stocks of natural-gas companies would not pay over 
125 per cent of book value irrespective of the magnitude of the earnings, past 
or future, is contrary to our experience and better judgment. 

The record shows that numerous electric utility common stocks have been 
selling well above 15 per cent of the book value where the earnings were sufficient 
to justify such a high market price. We see no reason for believing that 
investors in the common stocks of natural-gas companies would not do likewise. 
As a matter of fact, the record shows that the common stocks of four natural- 
gas companies without production facilities have been selling well [above] 125 
per cent of the book value for several years.** 


** Bast Tennessee Natural Gas Co., Texas Dastern Trans. Corp., Trans[continental] Gat 
Pipe Line Corp., Texas Illinois Natural Gas P. L. Co. 


What was there said is equally applicable to the similar contentions 
here advanced on behalf of El] Paso. We find no new or additional 
evidence in this record that would occasion a change in these views. 

The record contains data reflecting earnings-price ratios for a 
group of eight natural-gas companies whose common stocks are 
actively traded on a recognized exchange,** and for a group of five 
companies whose common stocks are traded over-the-counter.*® 

For the group of eight companies, the monthly earnings-price 
ratios since 1945 average under 8 per cent, and range from a high 
of 9.9 per cent in February, 1948, to a low of 6 per cent in March, 
1952, and stood at 7.1 per cent in December, 1953, the latest date 
in the record. For the group of five companies, the earnings-price 
ratios since 1946 average less than 8 per cent and range from a high 
of 10 per cent in May and June, 1951, to a low of 6 per cent in 
February and March, 1950, and stood at 6.7 per cent in December, 
1953. 

The earnings-price ratios of the common stock of El Paso since 
1946 have averaged 8.9 per cent and the average for the year 1952 
was 8.5 per cent. 

Considering all of the foregoing and the evidence of record, we 
conclude that a rate of return of 6 per cent for El Paso is fair, 
reasonable, and adequate.** Based upon the capitalization at Au- 





% Consolidated Gas Utilities Corporation, El Paso Natural Gas Company, Lone Star Gas 
Company, Mississippi River Fuel Corporation, Mountain Fuel Supply Company, Northern 
Natural Gas Company, Panhandle Hastern Pipe Line Company, and Southern Natural 
Gas Company. 

35 Tennessee Gas Transmission Company, Texas Eastern Transmission Corporation, 
Texas Gas Transmission Corporation, Colorado Interstate Gas Company, and Transcon- 
tinental Gas Pipe Line Corporation. 

36 Federal Power Commission v. Hope Natural Gas Company, 320 U. 8. 591, 601, 603. 
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gust 31, 1958, this will provide an allowance of 3.76 per cent on 
debt, and 5.29 per cent for preferred stock, and a return of 14.4 per 
cent on the equity capital of El Paso. The retirement of debt se- 
curities of El Paso, as is required, and the conversion of preferred 
stock to common since August 31, 1953, has resulted in a decrease 
in the long-term debt and preferred stock outstanding at that date. 
As a result of these developments, and the retention of a portion 
of the earnings since August 31, 1953, the present capitalization of 
El Paso reflects a broader—although still quite thin—common 
equity.27 We note too that El Paso has recently filed with the 
Securities and Exchange Commission a prospectus covering the 
proposed sale of 300,000 shares of convertible second preferred stock. 
The rate of return which we herein allow to El Paso should permit 
and encourage it to make further improvement in its capital struc- 
ture. We have observed that the allowance of a similar rate of 
return to other companies in recent cases has enabled them to issue 
additional securities, as required, on most favorable terms. 

El Paso contends quite strongly that its position is unique among 
natural-gas companies because of the fact that it markets unusually 
large volumes of residue gas. We recognize, of course, that this is 
so. However, we know too from the record that El Paso is now 
engaged in large-scale exploration and drilling activities which 
will provide to it increasing volumes of dry gas, which, according 
to El Paso, will reduce the risks claimed to be inherent in the mar- 
keting of residue gas. Furthermore, we believe that any risks of 
this nature are minimized by the fact that, as noted hereinbefore, 
sales to its California customers are made under service agreements 
which required that they must take or pay El Paso for at least 
91 per cent of their contract demands. In the test period, these 
sales to the California customers represented about 70 per cent of 
El Paso’s total sales, and the minimum take or pay for provision 
assured to it approximately 80 per cent of its annual revenue. In 
our opinion the rate of return herein allowed, when considered in 
the light of these facts, adequately compensates El Paso for any 
risks it might incur in the marketing of residue gas. 


37 Preliminary Prospectus, dated November 5, 1954, covering the issuance of 300,000 
shares of convertible second preferred stock, Series 1954, The balance sheet as of July 81, 
1954, contained therein at page 43, shows El Paso’s capitalization to be as follows: 
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ALLOCATION OF COST OF SERVICE 


El Paso’s transmission system, as it existed in the test year, had 
two main divisions—the so-called Permian or Southern division 
extending westerly from gas producing areas in west Texas and 
southeast New Mexico through Texas, New Mexico, and Arizona to 
a point on the Arizona-California boundary, and the so-called San 
Juan division extending westerly from gas producing areas in north- 
west New Mexico and southwest Colorado to a point near Franconia, 
Arizona, some 17 miles east of the Arizona-California boundary, 
where it interconnects with the Permian division facilities. 

The gas transported through this system is sold by El Paso to 
other utilities for resale for ultimate public consumption by do- 
mestic, commercial, industrial, and public authority consumers in 
the States of Texas, New Mexico, Arizona, and California. El 
Paso also sells gas direct to consumers in each of these states, 
excepting California. 

The fact that sales not subject to the Commission’s jurisdiction 
are made by E] Paso from this system necessitates an allocation of 
costs which are common to jurisdictional and non-jurisdictional 
sales. 

For the purposes of cost allocation, E] Paso separated the system 
into two main line divisions, the Permian and San Juan. The so- 
called Permian main lines were divided for cost allocation purposes 
into three zones. The San Juan line was not so divided for this 
purpose. 

The method of cost allocation used by El Paso is generally known 
as the peak responsibility method, with costs classified by functions 
and zones and between demand and commodity costs. It is alleged 
that this method gives effect to load factor, distances of transporta- 
tion and the facilities used by each customer or class of customers. 

The classification by functions and zones, which is E] Paso’s 
first step, is purportedly based upon actual plant cost, depreciation 
reserves, operating expenses, depreciation expense and taxes incurred 
directly in each function and zone. Administrative and general 
expense and certain items relating to general and intangible plant 
have been allocated to functions but not to zones because they are 
not believed to be influenced by distance. 

E] Paso’s second step is the classification of the cost of service for 
each function and zone between demand and commodity costs. “This 
classification,” it is stated, “has been made in accordance with the 
generally recognized definition of demand and commodity costs, 
as stated by the Court of Appeals in the Mississippi Rwer Fuel 
Corporation case.”*8 


38 Mississippi River Fuel Corp. v. Federal Power Commission, 163 F. (2d) 483. 
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After determining the production demand and commodity unit 
costs, the transmission costs for each zone were determined by 
dividing the demand and commodity costs for those facilities by the 
sustained peak period and annual volumes entering the zone. The 
San Juan deliveries and unit costs to the California zone are 
weighted with the Permian deliveries and cumulative costs. The unit 
demand and commodity costs applicable to sales in each zone are 
the cumulative unit demand and commodity costs of the zones 
through which the gas is transported. 

The Staff introduced in evidence separate studies based upon two 
different methods of allocation. The first of these allocations is 
based upon the method generally referred to as the system-wide 
allocation method, which has been most often applied by the Com- 
mission. In the application of this method, the Staff distributed the 
total cost of service to the several functional divisions, which are, 
in this instance, production, storage, and transmission. These costs 
were then classified between the demand and commodity functions 
in accordance with recent decisions of the Commission.*® As so 
classified, the costs were allocated to the several classes of jurisdic- 
tional and non-jurisdictional sales according to the volume of sales 
to each class during the peak and annual periods. 

The second cost allocation presented by the Staff is based upon a 
zone method of allocation. Under this method, the cost of service 
was first distributed to the functional divisions and then classified 
between the demand and commodity functions, again in accordance 
with our recent decisions. 

The next step under this method was the determination of the 
average distance that gas is transported in the producing area in the 
Permian division, that is Zone 1. Following this, there was deter- 
mined for each sale on the system the mileage to each point of deliv- 
ery from the western boundary of the production zone. The distance 
so determined for each delivery point was then added to the average 
miles of transmission of gas in the producing zone to show the actual 
total mileage of transmission required for each sale. 

The mileage so determined for each delivery point was then multi- 
plied by the volumes of gas delivered at that point during the peak 
period and during the test year to produce what are respectively 
termed as Mcf demand-miles and Mcf commodity-miles for each sale 
point. Demand-miles and commodity-miles were then totalled for 
each zone. The same procedure was adopted for the so-called San 
Juan division. 


°F. g., In the Matter of Atlantic Seaboard Corp., et al., Op. No. 225, 11 F. P. ©. 43; 
Op. No. 228, In the Matter of Northern Natural Gas Oo., 11 F. P. C. 123; Op. No. 285, 
In the Matter of Colorado Interstate Gas Co., 11 F. P. C. 324. 
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The next step in the Staff’s procedure was the determination of 
the total demand-miles and commodity-miles for the system, includ- 
ing both the so-called Permian and San Juan divisions—by the sim- 
ple procedure of totalling the demand-miles and commodity-miles 
computed for each sales delivery point. By breaking this total down 
into sales within zones the relative responsibility of each zone for 
demand-miles and commodity-miles was determined. 

The Staff then purported to allocate demand and commodity com- 
ponents of the cost of service in accordance with the relative respon- 
sibility of each zone as reflected by the ratios of demand-miles and 
commodity-miles in the zone to the totals for the system. 

In our view the approach and method of allocation used by El 
Paso is unsound and unacceptable. A fundamental error was com- 
mitted at the outset in considering—for the purposes of cost alloca- 
tion—that the so-called Permian or Southern system and the San 
Juan system should be isolated and the costs associated with each 
separately allocated. As we have heretofore consistently held, the 
facilities of El Paso constitute an integrated system for the produc- 
tion, gathering, transmission, and sale of natural gas. In our Opin- 
ion issued July 14, 1950, wherein we concluded that the facilities 
comprising E] Paso’s initial San Juan pipe line should be certificated 
we made the following findings, among others (9 F. P. C. 170, 182, 
186) : 

The San Juan pipe line is not to be operated as a separate project but will 
be connected to El Paso’s 30-inch line coming from the south, in the vicinity 
of Franconia, some 17 miles east of Topock [Arizona]. Thus connected the 
line will be operated as an integral part of El Paso’s entire system, and the 
150 million cubic feet per day contracted to be delivered to Pacific Gas & 


Electric at Topock will be fulfilled partially from the 30-inch line just men- 
tioned coming from the Permian Basin. 
- * * 7 = 2 * 

In the light of the history of El Paso’s efforts to perform a contract for 
the delivery of 400 million cubic feet daily to Pacific * * *, it would seem un- 
realistic to regard the present docket proceedings (No. G-1177) as no more 
than an isolated pipe line for the delivery of 150 million cubic feet per day. 
Indeed, such line is to be the source of an additional supply of dry gas during 
winter-month peak days and, as such, is indispensable to an efficient opera- 
tion of the Permian Basin pipe-line system in marketing 750 million cubic 
feet per day of flare gas to areas that have conclusively shown the need for 
additional natural gas. 

It would seem that of necessity the San Juan line, extending only to 
Franconia, where it connects with El Paso’s existing 30-inch pipe line carry- 
ing Permian Basin gas, and 17 miles short of the point of delivery to Pacific 
Gas & Electric, must be regarded as an integral part of El Paso’s entire sys- 
tem ; and it will, as we have noted, be actually operated as such. 


The actual operations of El Paso during the test period were not 
different from those contemplated at the time we made the above- 
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quoted findings, excepting that the volumes of gas transported 
through the northern and southern parts of the system may differ 
from the volumes contemplated in such opinion.“ Nor has El Paso 
demonstrated why its total facilities should not be considered as an 
integrated system. Indeed, the contrary is indicated by the great 
emphasis which the Company uses in its arguments that it must 
obtain additional supplies of dry gas in the San Juan Basin to 
supplement its purchases of residue gas in the Permian Basin area— 
upon which it principally relies. 

We again find, therefore, that for the purposes of cost allocation, 
as well as for other purposes, the facilities of El] Paso constitute an 
integrated system.** 

In the future the system of El Paso will be even more closely 
integrated by the construction of a 30-inch main transmission pipe 
line, originating in the Permian Basin and extending in a north- 
westerly direction across New Mexico to a point near Gallup, New 
Mexico, where it is to be connected with the existing 24-inch main 
transmission pipe line from the San Juan Basin. From that point 
west, the new 30-inch line will parallel and loop the San Juan line 
to a point near Kingman, Arizona. Upon completion of this line, 
the operation of the entire system of El Paso should be more flexible 
and the gas reserves from all sources of supply, particularly the dry 
gas reserves of the San Juan Basin, made more readily available to 
maintain deliveries at all points of demand. 

Classification of costs.—Costs associated with production facilities 
and operations were allocated by El Paso according to its theory of 
demand and commodity responsibilities and in varying percentages. 
The Staff, on the other hand, treated costs of production entirely as 
commodity charges. We have heretofore held that :* 

The latter procedure is the more appropriate. It is the uniform practice 
in the industry to purchase gas in the field on a straight commodity basis. 
And there appears to be no justification for a difference in treatments of the 
costs related to purchased or produced gas. The costs are directly related 
to the annual volumes of gas produced and sold. Therefore, we find that 


the treatment of production costs as commodity costs and their assignment 
to customers in proportion to annual sales to such customers is proper. 


#0 The record in the proceedings at Docket Nos. G-1177, et al., indicated that Bl Paso’s 
gas requirements from the San Juan Basin fields would approximate 34 billion cubic feet 
a year (9 F. P. C. 188-184). The present record shows that some 57 billion cubic feet of 
gas were transported through this San Juan pipe line in the year 1952. 

“| Findings to the same effect are contained in the following orders, among others, 
issued subsequent to the above-quoted opinion: order issued June 23, 1952, at Docket Nos. 
G-1630, et al., order issued June 29, 1953, at Docket Nos. G-2106, et al. El Paso has not 
for any purpose heretofore challenged or questioned findings that the whole of its facilities 
constitute an integrated system. 

# This new line was among the facilities authorized by order issued June 29, 1953, at 
Docket Nos. G-2106, et al., supra. 

43 Op. No. 228, In the Matter of Northern Natural Gas Company, 11 F. P. C. 128. 
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Because El] Paso purchases large volumes of residue gas it has certain 
facilities and engages in certain production operations additional to 
those usually performed by other companies. Even so, we are of the 
opinion that all of the expenses associated with these facilities and 
operations should be so classified to commodity. 

In allocating transmission expenses, El] Paso and the Staff each 
assigned equally to the demand the commodity functions—that is 50 
per cent to demand and 50 per cent to commodity—all expenses of 
compressor station operating labor, state income taxes, payroll and 
miscellaneous taxes, Federal income taxes, and return. The Company 
and the Staff are also in agreement on certain other items in that 
both have assigned 100 per cent to commodity compressor station 
fuel expense and compressor station supplies and expenses. 

Supervision and engineering operation expense is classified by El 
Paso according to the classification of labor expense as separated 
between operation and maintenance. Operation supervision and 
engineering expense is classified by the Staff according to supervised 
expenditures, exclusive of compressor station fuel. Maintenance 
supervision and engineering is classified by the Staff according to 
supervised expenditures. 

Maintenance of compressor station equipment and sales promotion 
expense are classified by El Paso 50 per cent to demand and 50 per 
cent to commodity, whereas the Staff has classified each 100 per cent 
to commodity. Administrative and general expense is classified by 
El Paso on a direct labor basis. The Staff classified according to the 
basis of total transmission expenditures, exclusive of compressor sta- 
tion fuel. 

All other transmission expenses are classified by El Paso 100 per 
cent to the demand function, whereas the Staff has assigned these 
expenses equally to demand and commodity. 

Pacific and the Southern California Companies contend that both 
El Paso and the Staff have erred in failing to assign income taxes 
and return 100 per cent to the demand element, and that the Staff 
is wrong in failing to classify depreciation charges and ad valorem 
taxes wholly to demand. 

El Paso’s classification of cost of service between demand and 
commodity costs has been made according to a method or theory 
which it states is “generally recognized”—but from which the Com- 
mission has departed and no longer recognizes. As noted before, and 
as stated by El Paso, the Company’s “classification has been made in 
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accordance with the generally recognized definition of demand and 
commodity costs, as stated by the Court of Appeals in the Missis- 
sippi River Fuel Corporation case.”** In so doing, El Paso refuses 
to give recognition to the fact that the Commission has heretofore 
concluded that more equitable results are obtained by the allocation 
of costs on a basis other than that discussed by the Court in that 
case. The following statement in our opinion in the Atlantic Sea- 
board case is pertinent :*° 


In the final analysis the allocations of cost to these respective [demand and 
commodity] functions are and must be largely dictated by informed judgment. 
Throughout our adminstration of the Natural Gas Act we have continually 
strived to develop—and improve—methods of allocation which would most 
properly apply to the natural-gas industry activities subject to our jurisdiction 
in the matter of rates. The methods used in the determination of early rate 
proceedings [citations] were modified somewhat in our latter decision in the 
Mississippi River Fuel Corporation case [citation] because additional experience 
under the methods first applied indicated the necessity for modification thereof. 
Further experience and knowledge gained since the time of our decision in the 
Mississippi River Fuel Corporation case—continuing study of this troublesome 
question—and the facts in evidence in this proceeding disclose the need for 
further departure from methods of allocation previously applied if results are 
to be obtained which are equitable to the various classes of customers and which 
attribute to each such class their proper share of the cost. 


We have carefully considered the record, including the arguments 
advanced by El Paso, Pacific, and the Southern California Com- 
panies respecting this issue, and find no reason for departing from 
the principles announced in the Atlantic Seaboard case and followed 
by us in other cases involving similar problems, with judicial 
sanction.*® 

As we stated in the Atlantic Seaboard Opinion, supra, p. 54: 


We are unable * * * to accept the premise that merely because certain costs 
do not vary with use they automatically become in toto demand or capacity 
costs. A pipe line would not normally be built to supply peak service, that is 
to say, service on the peak days only. We know from our administration of 
Section 7 of the Natural Gas Act, which involves the issuance of certificates of 


+4 Mississippi River Fuel Corp. v. Federal Power Commission, 163 F. (2d) 433, which 
affirmed in part, reversed in part, and remanded the order of the Commission In the Matter 
of Mississippi River Fuel Corporation, 4 F. P. C. 340. (The proceedings were disposed 
of by the Commission on the basis of an agreement without further formal proceedings, 
7 ¥F. P. C. 802.) 

45 Op. No. 225, issued April 25, 1952, In the Matters of Atlantic Seaboard Corporation, 
et at., 11 F. P. C. 43, 53. 

“HE. g., Op. No. 228, In the Matter of Northern Natural Gas Company, 11 F. P. C. 123, 
aff'd. in pertinent part and rem’d in part, 206 F. (2d) 690, cert. denied 346 U. 8. 922; 
Op. No. 234, 11 F. P. C. 288, In the Matter of Mississippi River Fuel Corporation ; Op. No. 
235, In the Matter of Colorado Interstate Gas Company, 11 F. P. C. 324, aff'd. in pertinent 
part and rev'd in part, 209 F. (2d) 717, cert. granted 347 U. S. 1009; Op. No. 269, Jn the 
Matter of Panhandle Eastern Pipe Line Company, et al., 13 F. P. C. 53. 
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public convenience and necessity, that pipe lines are built to supply service not 
only on the few peak days but on all days throughout the year. In proving 
the economic feasibility of the project in certificate proceedings, reliance is 
placed upon the annual as well as the peak deliveries. Stated another way, the 
capital outlay for the pipe-line facility is made—and justified—not only for 
service on the peak days but for service throughout the year. Both capacity 
and annual use are important considerations in the concept of the project and 
in the issuance of certificates of public convenience and necessity. Both capacity 
and volume, therefore, are what are known as cost factors or incidences in 
respect to the capital outlay for a pipe-line project. It follows that reasonably 
accurate results can be achieved only by allocating the fixed expenses flowing 
from the capital outlay to both operating functions, viz., capacity and volume. 


Among other things, we also stated the following in that Opinion: 


To reiterate—and emphasize—fixed costs or expenses are incurred for both 
peak use and annual use in respect to both demand and volumetric functions. 
They are important cost factors in respect to both services. To achieve a 
reasonbly equitable result—they must be apportioned to both services. 

The determination of how much of the fixed costs is assignable to each 
function, demand or volume, involves judgment. It can only be done by judg- 
ment inasmuch as the facts upon which the determination must be made are 
not susceptible to mathematical computation. We know that both functions 
are very significant. This is not a case where one form of joint use greatly 
predominates. It is our opinion that these significant factors should be weighted 
equally, that is to say, 50% should be assigned to demand and 50% to commodity. 
In this manner all gas transported by the pipe line will share in all of the 
various kinds of expenses incurred to transport the gas. Gas which is associated 
with delivery on the peak day or a group of peak days will share in the total 
expenses including the total of the fixed charges. That gas which is not asso- 
ciated with deliveries on the peak day or group of peak days will not share in 
50% of the fixed costs. 


The above quotations from the decision in the Atlantic Seaboard 
case and the principles of classification there expressed by us are 
equally applicable in this instant case, even though the specific details 
of operation of El Paso and the distribution of sales to various 
classes of customers may be somewhat different than those of Atlan- 
tic Seaboard. Therefore, for these reasons and for other reasons 
stated extensively in the Atlantic Seaboard case—as well as in others 
of our prior decisions—we reject El Paso’s classification of the cost 
of service between the demand and commodity functions.“* For the 
same reasons we find the classifications made by the Staff are appro- 
priate and proper. 


47 Op. No. 225, In the Matter of Atlantic Seaboard Corp., et al., 11 F. P. C. 43; Op. No. 
228, In the Matter of Northern Natural Gas Oo., 11 F. P. C. 123, aff'd. in pertinent part 
and rem’d. in part, 206 F. (2d) 690, cert. denied 346 U. S. 922; Op. No. 235, In the Matter 
of Colorado Interstate Gas Co., 11 F. P. C. 324, aff'd. in pertinent part and rev'd. and 
rem’d. in part, 209 F. (2d) 717 and 732, cert. granted—347 U. S. 1009; Op. No. 258, 
In the Matter of United Fuel Gee Co., 12 F. P. C. 251; Op. No. 269, Im the Matters of 
Panhandle Eastern Pipe Line Co., et al., 13 F. P. C. 53. 
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We do not find in the evidence presented or arguments advanced 
by the California customers valid reasons for returning to the point 
from which we departed in the Atlantic Seaboard case. In our view 
depreciation charges, property taxes, income taxes, and return are 
costs incurred in respect to capacity and volumetric functions, and, 
therefore, should be apportioned to both functions. 

Method of allocationWe have stated why we find El Paso’s allo- 
cation, including the classification of cost of service, unacceptable. 
And we also indicated our acceptance of the Staff’s classification of 
cost between demand and commodity functions. There remains then 
to be determined whether the Staff’s methods of allocation, or either 
of them, are acceptable and appropriate in this case. 

As previously indicated, the system-wide allocation method fol- 
lowed by the Staff has been most generally used by the Commission 
for cost allocation. We find it to be an appropriate method, and it 
has been properly applied by the Staff to the facts of record here 
and provides a satisfactory and acceptable allocation in this case. 

We are, however, unable to reach the same conclusion with respect 
to application of the demand-miles and commodity-miles theory of 
zone cost allocation in this case. This allocation procedure, which 
was introduced by the Staff as an alternative method, is more com- 
plex than the system-wide method we have previously found gener- 
ally acceptable and interjects into the proceedings numerous contro- 
versial questions. Whereas El Paso’s opposition to the system-wide 
allocation is primarily directed to the classification of the costs, it 
is vigorously opposed to the application of the demand-miles and 
commodity-miles method for numerous reasons which we need not 
here enumerate. It is of more than passing interest to note that this 
opposition is not at all diminished by the fact that the application 
of this allocation procedure in this case would attribute almost two 
million dollars more to the jurisdictional cost of service and result 
in rates higher than would be proper under the system-wide method. 

The California Companies, who were the only customers partici- 
pating in the proceedings, are also strongly opposed to this alterna- 
tive method of allocation. 

While it appears that it may be true, as the Staff contends, that 
the demand-miles and commodity-miles theory contains refinements 
in allocation procedure not present in the system-wide method, we 
do not believe that at this time and under the circumstances of this 
case we should depart from the system-wide allocation method and 
we so find. 

The details of the allocation so found to be proper are set forth 
in Appendix B hereto. Tables III and IV thereof show the classi- 
fication of the cost of service. 
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RATE SCHEDULES AND OTHER TARIFF PROVISIONS 


Form and level of rates—In proposing the increased rates which 
are the subject of this proceeding El Paso did not materially alter 
the Company’s established rate practices so far as zoning or form 
of rates are concerned. The schedules provide for the continuance 
of the residential, non-residential, large power plant and small power 
plant classifications. However, El] Paso proposes the elimination of 
all special rates for army camps and the small power plant rate 
formerly available in New Mexico. In the California zone El Paso 
proposes to replace the separate demand and commodity type sched- 
ules applicable to Pacific and the Southern California Companies 
with a single uniform schedule of this type to be applicable to all 
sales in this zone. No objection has been offered to these relatively 
minor modifications of the rate structure. 

The elimination of the schedule for small power plants in New 
Mexico does not affect the availability of this service as it will be 
provided under another schedule governing the sale of gas for non- 
residential use in the state. The record does not disclose any justi- 
fication for the continuance of special and lower rates for sales to 
army camps. We conclude, therefore, that these unopposed changes 
in the rate structure should be permitted as proposed by El Paso. 

Although we have chosen not to accept for the purposes of this 
case the Staff’s alternative method of allocating the cost of service, 
which is intended to reflect the miles of transportation required to 
serve each zone, we do think that some recognition should be given 
to this factor of distance in the determination of the levels of the 
rates in the respective zones. El Paso has historically recognized 
the distance factor through the maintenance of differentials in rates 
between the sales zones. This is simply illustrated by reference to 
the three schedules governing sales for residential use in Texas, New 
Mexico, and Arizona, each of which contains, as they always have, 
a straight price. The rate for New Mexico is two cents per Mcf 
higher than for Texas, and the Arizona rate is one cent higher than 
the New Mexico rate. The sales to the California customers are 
made under a demand and commodity form of rate. 

During the test period approximately 87 per cent of the total 
jurisdictional sales were made to the California customers, which, 
being at the westernmost point of the system, require the longest 
transportation. However, we also recognize that the high load fac- 
tor of purchases by these companies results in an improvement in 
the load factor of operation of El] Paso’s entire system, particularly 
in the Permian or Southern division. This, of course, tends to 
reduce the unit cost of transmission throughout the system to the 
benefit of all customers. Without attempting to evaluate and weigh 
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these factors with preciseness, it is our judgment that a slight devia- 
tion from the allocated cost of service for each zone is justified in 
at least a token recognition of the fact that the predominate use of 
El Paso’s system is now for the supplying of gas for resale in 
California. 

Although the amount of dollars involved in this deviation from 
the straight allocation is relatively insignificant, being slightly more 
than $200,000, the effect is to reduce the rates for sales to other than 
California customers by approximately one-half of one cent per Mcf 
below the levels indicated by strict adherence to the allocation of 
costs to the several zones. The effect on California sales is an in- 
crease of about seven-tenths of one mill per Mcf of gas sold, based 
upon volumes of sales in the test year. 

The cost of service allocated to the single sale made in east Texas, 
Zone 1, under the Rate Schedule X-1 providing for so-called “Spe- 
cial Service,” shows that the rate for this sale should be 14.2 cents 
per Mcf. However, since El Paso has not proposed an increase in 
this rate above 13.02 cents per Mcf effective during the year 1952, 
we are precluded by the statute from prescribing and fixing a higher 
rate. But the fact that we are so precluded from fixing a proper 
level of rate for this rate schedule does not prevent us from recog- 
nizing that the revenue deficiency attributable to this sale results 
from E] Paso’s design to maintain an inadequate rate. Accordingly, 
in the design and fixing of rates for sales in other zones we ignore 
this deficiency in Zone 1 and find to be proper those rates which will 
produce revenues equal to the cost of service allocated to jurisdic- 
tional sales in such other zones. 

The rates which we find just and reasonable for sales to each class 
of customer in each zone are set forth in detail in Appendix C 
hereto, excepting, for the above reasons, Rate Schedule X-1. 

We further find that El Paso has failed to sustain the burden of 
showing that its proposed increased rates—or any rates higher than 
those herein determined to be proper—are just and reasonable, again 
excepting Rate Schedule X-1 as mentioned before. 

The rates which we consider just and reasonable for the several 
classes of customers in each sales zone are set forth in detail in 
Appendix C hereto. 


Tariff Provisions 


Minimum annual bill.—Questions were raised by the Staff in this 
proceeding as to the justness and reasonableness of the minimum 
annual bill provisions of El Paso’s Rate Schedule G governing 
“General Service” provided to the California customers. The effect 
of this section of the rate schedule is to guarantee to El Paso that 
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each of its California customers will take—or pay for even if not 
taken—an annual volume of gas equal to 91 per cent of the effective 
maximum contracted daily demand.*® 

The record shows that the California customers have been and are 
purchasing gas under Rate Schedule G at an annual load factor of 
approximately 100 per cent, based on the contract demand provisions. 
Moreover the testimony of officers of these companies discloses an 
intention of these customers to continue such high load factor pur- 
chases. This is made possible not only by their volume of sales, but 
also by reason of the fact that each operates gas storage facilities 
in California and has local sources of natural-gas supply. 

In view of these and other facts of record, it appears that this 
issue respecting the minimum bill provision presents a moot question 
in these proceedings. In the past there has been no occasion for 
application of the provision, and it does not appear that such an 
occasion will arise in the foreseeable future. Under these circum- 
stances nothing would be gained by further consideration of the 
arguments respecting this provision of the tariff. If at some time 
in the future circumstances are so changed as to present a real 
question as to the actual application of this provision, and the just- 
ness and reasonableness therecf, the way will be open for such action 
as may be required. 

Executed service agreements.—The Staff has also raised questions 
concerning certain filed service agreements which do not appear to 
conform to the requirements of the Commission’s General Rules and 
Regulations, or which may contain provisions that are unduly dis- 
criminatory or preferential. While possibly not directly important 
to the determination of the proper level of rates and charges to be 
fixed, these are matters within the scope of the proceeding and im- 
portant to effective regulation of E] Paso’s operations and the con- 
ditions under which it makes sales of gas for resale. 

With respect to the indicated instances of non-compliance with 
the General Rules and Regulations, it would appear that these are 
matters which can be expeditiously and satisfactorily disposed of 
informally. Indeed an order from us directing that E] Paso com- 
ply with our Rules and Regulations would seem to be the extreme 
of superfluity. Even so, we reserve the right to re-open these pro- 
ceedings if necessary to assure full compliance with the regulations 


48 Section 6 of Rate Schedule G reads in pertinent part as follows: 
MINIMUM ANNUAL BILL 
The minimum annual bill payable during each calendar year shall be the sum 
of (a) and (b): 
(a) the demand charges payable during the year 
(b) 16.0¢ multiplied by a volume of gas equal to 91% of the sum of the products 
of the billing demands in effect for each month of the year times the number of 
days in each such month. 
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respecting the filing of tariffs and service agreements. Under these 
circumstances, it is unnecessary that we here discuss the details of 
the filing deficiencies alleged by the Staff, and made known to El 
Paso. 

The situation is quite different, however, respecting the Staff’s 
contention that certain provisions of the agreements between El] Paso 
and the California companies are preferential and may result in 
undue discrimination against other customers of El Paso. 

Articles V of the presently effective agreements between El Paso 
and Pacific and between El Paso and the Southern California Com- 
panies purport to dedicate to the performance of service to these 
customers certain natural-gas reserves as specified in Exhibits A to 
the respective agreements.*® These purported dedications, which are 
to the exclusion of all other customers of El Paso, provide, among 
other things, that the gas reserves available to El Paso under certain 
specified “gas purchase contracts and/or gas acreage or rights” shall 
constitute a pooled supply dedicated to the fulfillment of El Paso’s 
sales obligations to the California customers. The agreements also 
provide that El Paso may not dedicate to other customers natural 
gas or agreements for the purchase of natural gas originating in the 
Hugoton and Panhandle Fields of Texas, Oklahoma and Kansas, 
in the Permian Basin area of Texas and New Mexico, and in the 
San Juan Basin area of New Mexico and adjacent states, without 
prior written consent of the California customers. El Paso’s total 
gas supply is procured from these areas. 

Consistent with these provisions, the form of service agreement 
and the rate schedules available to customers of El Paso in Texas, 
New Mexico, and Arizona do not provide for the dedication of 
reserves thereunder. Nor do any of the executed service agreements 
with customers in these states so provide. However, the form of 
service agreement available under the tariff for service to the Cali- 
fornia customers does provide for and contemplate such dedications. 

Sub-paragraph “B” of Section 11.2 of the General Terms and 
Conditions contained in E] Paso’s FPC Gas Tariff, Original Volume 
No. 1, also contemplates the dedication of reserves to the California 
customers and purports to restrict the use that may be made by El 
Paso of such reserves so far as service to other customers is con- 
cerned. 

We have carefully considered these provisions of the service agree- 
ments and the related parts of El Paso’s tariff and conclude that 


49 The presently effective agreements between El Paso and these customers were allowed 
to take effect as of January 1, 1954. Prior agreements between these parties, including 
those in effect during the test period, contained substantially similar provisions. 
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they are each unjust and unreasonable, and, therefore, unlawful 
under the Natural Gas Act. These provisions make or grant, or are 
intended to make or grant, undue preference or advantage to Pacific 
and each of the Southern California Companies, and, if enforced 
as intended, may subject other customers of El] Paso to undue preju- 
dice or disadvantage. Moreover, these provisions of the agreements 
and tariff might have the effect of permitting El Paso to maintain 
an unreasonable difference in service and conditions of service be- 
tween localities. We find, therefore, that these provisions should be 
eliminated from the service agreements and the tariff and the order 
herein will so provide. 

E] Paso, Pacific and the Southern California Companies each con- 
tend that it would be improper for the Commission to consider and 
pass upon the allegations of the Staff respecting these particular 
matters, because these matters were not interjected as an issue in 
these proceedings prior to the filing of the Staff’s initial brief herein. 
El Paso also makes the point that the dedication provisions con- 
tained in the service agreements are in harmony with the dedication 
of gas reserves set out in the pertinent form of service agreement 
contained in the tariff “that was accepted for filing by the Federal 
Power Commission.” Similar arguments are advanced by the South- 
ern California Companies, who also contend that these provisions 
are of benefit to their customers and in the public interest. Pacific 
contends that the statements of the Staff as to undue preference and 
discrimination should be disregarded as they are not supported by 
evidence or reasoning. Furthermore, Pacific states, the importance 
of these provisions to the California Companies and their reliance 
thereon in making “huge” capital investments in pipe line facilities 
should be apparent. 

It appears true, as contended, that it would have been better pro- 
cedure for the Staff to have raised these issues during the course of 
the hearings herein, rather than in the brief. But this should not 
deter us from considering this particular matter, nor will it. It is 
also true that other superseded service agreements between E] Paso 
and the California Companies containing identical or substantially 
similar provisions have heretofore been accepted for filing. How- 
ever, the acceptance for filing of a service agreement or tariff does 
not constitute approval thereof, or even any connotation of ap- 
proval. Indeed, if such a filing complies with existing and pertinent 
General Rules and Regulations and does not constitute a change in 
a prior filing, we do not have authority to suspend and can only 
accept it for filing; subject, of course, to the right to institute an 
investigation as to the lawfulness thereof. 

468918—61——32 
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We, therefore, put aside these last mentioned objections to our 
consideration as not being controlling. This is the first time that 
these matters have been brought to our attention in a formal pro- 
ceeding, and it is, therefore, the first opportunity for formal con- 
sideration and action with respect thereto. Whether we could have 
or should have, on our own motion, made these matters the subject 
of earlier proceedings is unimportant. 

In recognition of certain of the arguments advanced against our 
consideration of and action upon the allegations and contentions of 
the Staff respecting these particular matters, it should be stated that 
in our opinion evidence with respect to the effect of these provisions 
of the agreements and the tariff is not required to demonstrate that 
they contravene the provisions of the Natural Gas Act. In our 
view, they are patently unjust, unreasonable, and unlawful, and con- 
trary to the public interest. Being of this mind, we would consider 
it a dereliction if we failed to act at this time and in this proceeding 
to secure the elimination of these unlawful provisions from the agree- 
ments and the tariff. 


REFUNDS 


We find that the rates and charges herein determined to be proper 


for the future provide a proper basis for the making of refunds of 
the unjustified portion of the rates and charges collected by El] Paso 
from its customers on and since January 1, 1953. Accordingly, we 
shall require El Paso to refund to customers purchasing under its 
FPC Gas Tariff all amounts collected by El Paso on and after 
January 1, 1953, in excess of those which would have been payable 
under the rates and charges herein found to be just and reasonable, 
together with interest at the rate of 6 per cent per year. Further, 
we find it proper to require that El Paso shall bear all costs inci- 
dental to the making of such refunds, and we will so order. 

The Commission further finds, for the reasons given and upon the 
findings hereinbefore set forth: 

(1) The increased rates and charges contained in Fourth Re- 
vised Sheets Nos. 4 and 6, Third Revised Sheet No. 8, Sixth Revised 
Sheet No. 10, Original Sheet No. 11-A, Fourth Revised Sheets Nos. 
11, 12, 18, 14-A and 15, Third Revised Sheet No. 17, Fourth Revised 
Sheet No. 19, Third Revised Sheet No. 19-A, Fourth Revised Sheet 
No. 22, Fifth Revised Sheet No. 25, and Original Sheets Nos. 27-B, 
27-C and 27-D to El Paso Natural Gas Company’s FPC Gas Tariff, 
Original Volume No. 1, have not been shown to be just, reasonable, 
or otherwise lawful under the provisions of the Natural Gas Act. 

(2) The just and reasonable rates and charges applicable to El 
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Paso’s sale of natural gas in interstate commerce for resale during 
the period commencing on January 1, 1953, and continuing thereafter 
are the rates and charges set forth in Appendix C hereof. 

(3) El Paso should refund to each of its customers purchasing 
under said FPC Gas Tariff, with interest at the rate of 6 per cent 
per year from the date of payment to El] Paso to the date of refund, 
the excess of the total amounts charged and collected for sales made 
on and since January 1, 1953, over the total amount which would 
have been charged for sales to such customers under the rates herein 
found just and reasonable. 

The Commission orders: 

(A) The rates and charges contained in the sheets described in 
paragraph (1) above, as filed on June 30, 1952, be and the same are 
hereby disallowed. 

(B) Within thirty (30) days from the date of issuance of this 
order, E] Paso shall file substitute sheets to its FPC Gas Tariff 
acceptable to the Commission to make effective the rates and charges 
set forth in Appendix C hereto, which shall be made effective as of 
the date of issuance hereof. 

(C) Within forty-five (45) days from the date of issuance of this 
order, El Paso shall refund to its customers, with interest at the 
rate of 6 per cent per year from the date of payment to El Paso 
to the date of refund, the excess of the total amounts charged and 
collected for sales made on and since January 1, 1953, over the total 
amount which would have been charged for sales to such customers 
under the rates herein prescribed. 

(D) Within sixty (60) days from the date of issuance of this 
order, El Paso shall report to the Commission in writing and under 
oath the details of its calculations resulting in the refunds ordered 
pursuant to paragraph (C) above, together with copies of releases 
from its customers with respect to such refunds. 

Commissioners Stueck and Digby concurring in part, and dissent- 
ing in part. Commissioner Smith dissenting in part. 
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AppEenDIx A 
EL PASO NATURAL GAS CO. 


COST OF SERVICE BASED ON 6% RATE OF RETURN 

















YEAR 1952 
[Docket G-2018] 
Particulars Total 
Production Storage | Transmission 
Cost of service: 
Operating expenses: 
Production expenses: 
Current field price of gas produced...| $4, 973, 958 RE SiventianncshsiGiensatcapae 
a | OS aT 35, 987, 158 GN BE Fecécceccbuddbinkascidbdcens 
Other gas supply expenses_........... (2, 921, 657) Si deponeeteccliostnsneniticns 
Natural gas uction and gathering. 6, 538, 860 GEM Neccceccdudentinbdnbaedseces 
Products extraction.................- 1, 525, 067 ET  Dtcenienddduntssinnidectaniiin 
Exploration and development........|..............|....-.----- esalsedubasektbitvesacdetetdees 
Total production expenses.........- 46, 103, 386 Sp I Bete ddthin te bdcncdcetnecs 
Underground storage expenses...........- SEED Secccddimedidudy QUEUES lovctentcceacd~ 
Transmission expemses...............--.- EE be ininttatpieientlimadiningsiotiand $5, 514, 018 
Distribution expenses.....-...........--- Ey OE foncccbwinidccleneunseuside 268, 159 
Customers’ accounting and collecting ex- 
GU slddat ntbetddncctbsuctbudaboses GE Bovncudeadetdudiatebnbicnebs 910 
Sales promotion expenses................- SI Silat ieietiitaes ii nenecatingl 60, 641 
Administrative and general expenses. ..--. 3, 360, 088 1, 776, 626 1, 581, 759 
Total operating expenses.............-- | 55, 322, 415 47, 880, 012 7, 425, 487 
NUN icsbcdnbicntcdscsecuhbasce (3, 303,619)} (3, 185, 889) (117, 730) 
Depreciation and amortization..............-. 10, 035, 318 8, 715, 215 6, 299, 467 
EE lh cctiidhe he eidecchhcthicsadaLscmebtabhsdniabtacubun tndhsodbiacidesdats) Lhincdicattsie 
Taxes: 
Federal taxes on income.................. 7, 391, 161 2, 008, 918 5, 347, 505 
Other 3, 020, 879 491, 908 2, 526, 552 
NE hits ainccth then iaplantialadmecienseiicicaaios 72, 466, 154 50, 910, 164 74, 709 21, 481, 281 
cinta cctnceintimnininntinicninnnnansic’ 13, 999, 789 3, 805, 143 66, 398 10, 128, 248 
ianiaacaniedlipeninbeipeicigieciansineitiesiiet 54, 715, 307 141, 107 31, 609, 529 
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Appenpix B—Taste II 
EL PASO NATURAL GAS CO. 


COST OF PRODUCED AND PURCHASED GAS—1952 
[Docket No. G-2018] 





Particulars | Total 








| Particulars ' Total 
| | 

on 
Production expenses: | Administrative and general. ______- | 1, 776, 626 
Current field price of gas pro- |\---—-——- 
Ssh nap danbnctnanaientinee $4, 973, 958 Total operating expenses . | 47,880,012 
|, ee 35, 987, 158 Other gas revenues—credit_........- (3, 185, 889) 
Other gas supply expenses-.-.- > 2, 921, 657) | Depreciation and amortization -- _--- 3, 715, 215 
Natural gas production and ———— 
ee gine tk 6, 538, 860 Ns sccaSuieostchasantick- ican ---| 48, 409, 338 
Products extraction _........-..- 1, 525, 067 Taxes.  [ipnesmaeethainesennt 2, 500, 826 
—--——_—_—— || Return @ 6 percent per annum.... -| 3, 805, 143 


Total production expenses.....| 46, 103, 386 
| Total cost of production... __-. 54, 715, 307 





( ) Indicates red figures. 


Appenpix B—Tas.e III 
EL PASO NATURAL GAS CoO. 


COST OF UNDERGROUND STORAGE—1952 
[Docket No. G-2018] 
























| 
| Classification 
Particulars Total | l evry 
| Demand | Commodity 
(1) (2) | (3) | (4) 
| | | 
a i oc dia ieeaal $3, 358 $1, 679 $1, 679 
Maintenance- - - isp eabieendadeunamenddsen bimain 801 | 400 401 
IN as cen ee le asia 11, 054 5, 527 5, 527 
Administrative and general. -_.................-..... saenkane 1, 703 852 851 
Ma dissnatiets. las coaa apmncpuleieneeci a bhai maaan eet “i 16, 916 8, 458 8, 458 
OR sonoe ends nuded baeatondéonckttumene a 20, 636 10, 318 10, 318 
) ES Re ES a ee ee a, 37, 157 18, 578 18, 579 
Return @ 6 percent per annum | 66, 398 | 33, 199 33, 199 
EE eS 
Total cost of underground storage................---.--- | 141, 107 | 70, 553 | 70, 554 
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AppenpDIxX B—TasB.Le IV 
EL PASO NATURAL GAS CO. 


COST OF TRANSMISSION—1952 


[Docket No. G-2018] 





| Classification 


























Particulars } Total eA ee 
| Demand Commodity 
Operation: | 
Supervision and engineering. -.-......................-.--- $338, 749 $138, 955 $199, 794 
CSR SE Bide ccd cdedcitcdicinnticcwutinstliscced ay Oe Rocehckt ein ctl } 976, 783 
Compressor station supplies and expenses...........____.. 483,212 |. 483, 212 
Other operating expenses... .............--...-..--- | 2,206,771 5° 103, 386 1, 103, 385 
"gas SEL i et ee | 4, 005, 515 | 1, 242, 341 | 2, 763, 174 
Maintenance: | 
Supervision and engineering. --.......................----| 61,615 | 19, 606 | 42, 009 
Compressor station equipment 604,845 |.......- ie 604, 845 
Other maintenance expense.._..............----.2-- ee |} 1,058,765 | 529,383 | 529, 382 
Total maintenance.............-.-.---.-.-.---2i---ce--- | 1,725, 225 548,989 | 1, 176, 236 
Miscellaneous: | 
Transportation of gas by others......................_.._- | SRD his ccccse sts 39, 383 
Other miscolianeows.....................-..- Soncdkmmmenel 73, 605 36, 803 36, 802 
I a. dicnnentcnsinssiseenalbaitictbeabaieks tial 112, 988 36, 803 76, 185 
Administrative and general expense 4 581, 759 594, 109 | 987, 650 
ssh niianiedadapbunadiadeakecmisiadcucuaceeee batch “7, 425, 487 2, 422, 242 | 5, 008, 245 
Other revenues—credit__...._. alas (117, 730) (58, 865) (58, 865) 
PORN wistdniciaciinncacgadia 6, 299, 467 3, 149, 733 3, 149, 7 
NS cits nhncntite beat heaine cn athena J 7, 874, 057 3, 937, 028 3, 937, 029 
Return @ 6 percent per annum 10, 128, 248 5, 064, 124 5, 064, 136 
ON NN OE GUI N Dic inicd cc sdb occ cimtindetbnsastcnmudans 31, 609, 529 14, 514, 262 | 17, 095, 267° 





( ) Indicates red figures. 
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RATES AND REVENUES BASED ON SYSTEM COSTS INCLUDING A 6% RETURN—YEAR 
1952 
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Annual Rate 
Zone Class of service Rate volumes schedule Annual 
schedule | Mef @ 14.98 price revenue 
¢ per Mef 
—_ ——_ | —_—_ ,—_—__---—_———- 
WR caserincas lh Ce a itm x-1 2, 507, 037 13. 02 | $326, 416 
Residential. ___.-- A-3 3, 409, 066 22.10 753, 404 
Nonresidential __ antowan 4, 187, 182 19.10 799, 752 
2 New Mexico-.---....-- Residential. __-...........-- A-2 1, 419, 232 24. 60 349, 131 
Nonresidential ___...........| B-3 2, 391, 496 21.10 485, 616 
S  Otheis:. . 2.233.285 Residential. __.............. A-l 10, 507, 735 25. 60 2, 689, 980 
Nonresidential._............| B-1 16, 796, 017 21. 60 3, 627, 940 
Small power plant ---....... B-P-2 55, 147 21. 60 11,912 
Small power plant__........| B-P-3 72, 879 21. 60 15, 742 
Large power plant -_........| C-1 2, 935, 601 | ao 634, 090 
“y .10 7 

4 Oalifornia...........- I al a 204, 277, 966 K 2 $6: ove|} 60, 476, 688 
I ak ae ee ae a ane 338, 469, 358 | _..---| 70, 170, 671 
Cost of service -__._-- gon 6a néaatameadeeda ies atiiceameaa en 70, 246, 250 
Revenue deficiency _ APES TSS sitaadipatatattnenie | iauticnees 75, 579 








1 Represents demand charge. 
+ Represents commodity charge. 
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Smirn, Commissioner, dissenting in part: 


I am unable to agree with the treatment accorded herein to the 
relationships, existing and proposed, among the rates of El Paso 
applicable in its various zones. In my opinion, the demand-miles 
and commodity-miles method advocated by the Staff (for convenience 
hereinafter termed the “mileage method”), while somewhat more 
complex than the system-wide allocation method followed—with 
some slight modification—by the Commission, is particularly appro- 
priate for application to the operations and sales of El Paso. 

El Paso’s system is divided into four rate zones separated by the 
boundaries of the states served: Texas, New Mexico, Arizona, and 
California. Historically the rates for the first three zones have been 
single flat rates. At least since November 1, 1942, the rate for gas 
sold for domestic consumption in New Mexico has been two cents 
higher than in Texas, and the Arizona rate one cent higher than for 
New Mexico. Since the inception of service to the first California 
customers in 1947, the rates for gas sold for resale in that state have 
been of a demand-commodity type.? 

Principally because of the historical differentials in rates in Texas, 
New Mexico, and Arizona, El Paso considered these three states as 
a single zone for cost allocation purposes. In doing so, it states its 
view that the division of this three-state area into two zones at the 
New Mexico-Arizona boundary for cost allocation purposes was a 
refinement not necessary for rate purposes and would serve no useful 
cost purposes. Accordingly, in fixing the level of the increased rates 
which are the principal subject of this proceeding, El Paso proposed 
the same differentials in rates for these three states as have previ- 
ously existed, and a two-part rate is proposed to be continued for 
California sales. 

There is nothing in this record, however, to support a conclusion 
that these historical differentials are appropriate for use in this pro- 
ceeding. Although existing rate relationships are, of course, a factor 
to be taken into account, the mere fact that differentials have been 
ripened with age does not establish them as equitable today. This 
is peculiarly so on the El Paso system, which has been extended and 
expanded so greatly since the zone differentials were established first 
for Texas, New Mexico, and Arizona—and even since the initiation 
of service for the California zone, when the two-part rate was first 
established. 

As El Paso’s president has testified, the purpose of establishing 
differentials in rates for Texas, New Mexico, and Arizona was to 


1 El Paso Natural Gas Co., et al., 3 F. P. C. 851, 855 (1942). 

2 El Paso Natural Gas Co., et al., 5 F. P. C. 127 (1946) ; Bl Paso Natural Gas Co. and 
Pacific Gas € Electric Oo., 8 F. P. C. 726 (1949); and San Juan Pipe Line Co., et al., 
9 F. P. C. 170 (1950). 
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relate the rates in each zone “somewhat” to the distance from the 
source of supply. Presumably this factor of distance of transporta- 
tion was also recognized by the Company in its filing of the initial 
two-part rate for the California service. 

The distance that gas must be transported from the source of 
supply to the customer is one of the most important factors to be 
considered in the allocation of cost of service and in fixing the rela- 
tionship of rates on a system such as that of El Paso, where the 
several terminal points of delivery are very far apart. Certainly 
there are other factors to be considered, such as load factor of sales, 
volumes of gas sold, and load distribution. But distance of trans- 
portation is a cost factor—and one which should be given proper 
recognition if the responsibility of the various classes of customers 
for costs incurred is to be reflected properly through rate differ- 
entials. 

In my view the fixing of the level of rates in the several zones 
on the basis of historical differentials—with little or no regard to 
the relative responsibilities for cost incurrence—may result in serious 
inequities. Continued use of historical rate differentials is not justi- 
fied unless current conditions reflect a pattern of operation and sales 
comparable to that which existed at the time of establishment of 
the differentials and unless no undue discrimination will result. It 
is a fact that the existing differentials, which were initiated by El 
Paso and which it is here permitted to substantially maintain, have 
several times been before the Commission ;* but it is also a fact that 
the instant proceeding is the first in which we have had before us 
a record sufficient to permit a satisfactory analysis of this matter 
and the prescription of appropriate remedial measures. While I 
would not advocate slavish adherence to allocated costs in the design- 
ing of rates, I fear that our failure to make an adequate start toward 
corrective action now may reenforce assertions of vested rights in 
this inequitable situation, and to increase the difficulty of further 
steps toward a mere economically sound rate structure in the future. 

The tabulation below shows that the use of the historical differ- 
entials between zones, with costs allocated on a systemwide basis, 
fails to reasonably reflect the difference in costs of service in the 
several service zones. The mileage shown for each zone represents 
the weighted average miles of transportation required to effect deliv- 
ery at all points of jurisdictional sales in each zone. The load factors 
are computed from actual sales in each zone during the test period. 
The final column shows the average price which would be paid under 
the proposed California two-part rate at the load factor experienced 
in the three other zones. 


3 Bl Paso Natural Gas Co., 10 F. P. C. 1316 (1951) ; ibid, 10 F. P. C. 1484 (1951). 
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Average cost | California aver- 
: per Mcf age cost per Mcf 
Weighted Load factor | under staff's under staff’s 


Zone average of sales in proposed proposed rates at 
miles of haul| test period rates same load factor 


(adjusted to | (adjusted to 6% 
6% return) ) 





Column (4) shows that the gas sold in New Mexico is transported 
on the average 119.65 miles beyond the average point of sale in Texas, 
and that the average cost (or revenue) per Mcf sold would be 2.04 
cents greater in New Mexico. It also shows that gas sold in Arizona 
is transported on the average 380.04 miles beyond the average point 
of sale in Texas, and that the average cost (or revenue) per Mcf 
sold would be 2.28 cents greater in Arizona. And Arizona sales 
would produce an average of only 0.24 cents per Mcf more than 
New Mexico sales, although the gas must be transported on the 
average 260.39 miles farther. 

The tabulation also shows that comparison of the California rate 
with rates in the other zones produces equally strange results. If 
gas were purchased in California at the same load factor of sales 
as in Texas, the average cost per Mcf in California, with an average 
haul 485.29 miles longer, would be 3.02 cents greater.* Similarly, if 
gas were purchased in California at the same load factor of sales 
as in New Mexico, the average cost per Mcf in California, with a 
longer average haul of 365.64 miles, would be 0,33 cents more. But, 
if gas were purchased in California at the higher load factor found 
in Arizona, the average cost per Mcf in California, with 105.25 miles 
greater haul, would be 0.50 cents less than the cost in Arizona. 

Certainly it cannot be argued successfully that rates which pro- 
duce such contradictory results properly reflect the costs of rendering 
service in the several zones. Nor does it seem that more is needed 
to demonstrate clearly the inequities resulting in this case from this 
method cf pricing on the basis of existing historical differentials. 
Since the Staff’s proposed rates under the system-wide allocation 
procedure result from the imposition on the rates effective during 


4 Exclusive of gas sold under Rate Schedule X-1 which is available only for short-term Special Service in 
Texas. 

* Reflects weighted average of haul from Permian Basin and San Juan Basin areas. 

6I am, of course, aware that under the presently effective rate schedule and service 
agreements the California customers are required to make payments at least equal to the 
amount due for purchases at a 91 per cent load factor, but this does not invalidate or 
even affect the comparisons here made. 
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the test period of the computed average system deficiency per Mcf 
of jurisdictional sales,’ it follows that the inequities here demon- 
strated also existed under the rates in effect during the test period. 
And since these inequities exist, it seems to me that we are con- 
fronted with the necessity of establishing new rate differentials be- 
tween zones to eliminate them, or at least to minimize them. Instead 
of employing a modified systemwide allocation method, it seems to 
me that the better choice would be to adopt as a point of departure 
the mileage method developed on the record in this case by the Staff. 

In strict theory, the ideal method of pricing sales under the con- 
ditions existing on E] Paso’s system might be one which would allo- 
cate cost of service to each point of delivery according to its respon- 
sibility for the incurrence of such cost. This, however, could mean 
the fixing of a separate rate for each sale, which would be grossly 
impracticable on El] Paso’s system, both from the standpoint of 
management and from the regulatory point of view. The mileage 
method proposed by the Staff, while no doubt susceptible of still 
further improvement, in my opinion represents a reasonable and 
practical approach to this desirable purpose. It would result in the 
allocation of costs to the several sales zones on El Paso’s system in 
reasonably close relation to the responsibility of each zone for the 
incurrence of such costs. I would not, however, accept the Staff’s 
application of this method without adjustment. 

Some adjustment, of course, would be necessary to conform to the 
cost of service found by the Commission to be proper, which is 
slightly less than that recommended by the Staff. Furthermore, the 
Staff erred in computing the weighted average miles of transmission 
in the Permian Basin production area east of El Paso’s Jal, Eunice, 
and Keystone compressor stations. The average should be 141 miles, 
rather than the 161 miles used by the Staff. This average of 141 
miles represents the total which should be attributed to transmission 
in this production area, since no transmission miles should be in- 
cluded for production in the area north of the Eunice compressor 
station. In arriving at this average all gathering lines have been 
excluded from consideration. 

El Paso contends that the Staff has erred in attributing transmis- 
sion mileage to intrastate sales to the Southern Union Gas Company 
for resale in Carlsbad, New Mexico, and to the U. S. Potash Com- 
pany, near Carlsbad, for its own use. The Company contends that 
these customers are served by short branch lines from field gathering 
and processing facilities all in New Mexico. I agree with the Staff 
that these sales are rendered from interstate transmission lines. 


7 After the elimination of certain rate schedules as proposed by El Paso, which I think 
should be permitted. 
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These lines are classified on El Paso’s books and records as trans- 
mission facilities, and the Company’s principal engineering witness 
agreed that they were properly so classified. There is no dispute 
as. to the intrastate character of these sales. Even so, for the pur- 
poses of this allocation I would not attribute transmission costs to 
these sales because of their proximity to the production area. For 
the same reason, I would not attribute transmission mileage to the 
sale to the Jal Gas Company for resale in Jal, New Mexico, although 
the delivery is effected through transmission facilities. 

E] Paso also complains that the Staff erroneously attributed trans- 
mission mileage to the sale to the Southwestern Public Service Com- 
pany. The record discloses that the sale to this customer, for its 
own consumption, is made from the so-called Dumas line at a point 
some 115 miles from the point where gas is received from the sup- 
plier. There is no question but that the Dumas line is an interstate 
transmission facility. Under these circumstances, I think that this 
sale should be assessed its proportionate responsibility for trans- 
mission costs. I think that the Staff wrongly attributed transmission 
mileage to certain sales to the Southern Union Gas Company in the 
San Juan Basin area, which apparently are made at the wells. 

As so adjusted, I would conclude that the allocation of cost of 
service on the so-called mileage method is proper for use and appli- 
cation in this case. This would result in the allocation of $72,405,437 
as the total cost of service to jurisdictional sales, which is $2,159,187 
more than the amount of $70,246,250 so allocable on the system-wide 
basis. 

Under the mileage method of allocation, the rate schedules in 
effect during the test period would have produced revenues from 
jurisdictional sales in an amount $12,471,861 less than the cost of 
service. This is $2,159,187 more than the deficiency similarly indi- 
cated under the system-wide method of allocation. $12,000,385 of 
this deficiency is attributable to sales to the California customers. 
This naturally follows, since the sales to the California customers 
during the test year represented approximately 87 per cent of the 
total jurisdictional sales. Moreover, the points of delivery to these 
customers being at the westernmost end of the system, these sales 
require the greatest number of transmission miles of haul. Under 
these circumstances, I think that the charges should more closely 
follow the costs of sales than is the case under the rates found just 
and reasonable by the Commission. 


8 The details of this allocation are set forth in Appendix A hereto. Table II thereof 
shows production costs as classified to the commodity function, and Tables III and IV 
show the classification of all other items in the cost of service. 
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Furthermore, in the allocation of cost of service under its mileage 
method, the Staff groups Texas and New Mexico into a single zone 
for allocation purposes.* The Staff also recommended that these two 
states be considered as a single service zone for rate purposes. In 
my opinion it would be appropriate, under the circumstances here 
present, to consider these two states as a single zone for both cost 
allocation and rate purposes. There are several reasons supporting 
this conclusion. 

New Mexico and Texas are each important sources of gas supply 
for El Paso, and large-volume sales are made from the transmission 
lines near the producing areas in each state. At several points on 
the system sales are made in each state in close proximity to a point 
or points of sale on the other side of the boundary between Texas 
and New Mexico. Of the total sales made in these two states to 
which transmission costs have been allocated, approximately 47 per 
cent are made in Texas and the remaining 53 per cent in New Mexico. 
Moreover, the allocation shows that the demand-miles attributed to 
this two-state area are equally divided between Texas and New 
Mexico, with 41 per cent of the commodity miles being attributed 
to Texas and 59 per cent to New Mexico. And the weighted aver- 
age transmission haul for all Texas sales is only 74 miles less than 
for New Mexico. 

Under these conditions it does not seem appropriate or necessary 
that a substantial rate distinction be made between sales in the two 
states. Accordingly, in determining the rate for sales in western 
Texas and New Mexico I would consider them as a single service 
zone, and fix uniform rates for both. 

As stated above, I do not deem the mileage method developed by 
the Staff as an alternative approach in this case to be in all respects 
perfect or incapable of improvement. But I do regard it as an 
appropriate step in the right direction and as a distinct advance 
over the system-wide allocations heretofore followed, which are uti- 
lized, with but slight modifications, by the Commission in this 
instance. Manifestly, in the circumstances of this case it would point 
to far more equitable results than the unquestioning maintenance of 


® As noted previously, an even broader basis of allocation was used by El Paso. The 
Company states that: 


For purposes of this cost allocation, * * * deliveries in the rate zones in Texas, New 
Mexico and Arizona have been grouped into a single zone and field deliveries in New 
Mexico and Texas have been grouped into a single zone. The cost of service has been 
determined by the corresponding cost zones. 

Cost allocation studies prepared in Docket No. G-1631 divided the Texas-New Merxico- 
Arizona main line deliveries into zones at the New Mexico-Arizona state line. Based 
upon the results of this study, and recognizing that there is the prescribed differential 
in rates within this area, it is believed that this refinement in the cost allocation is not 
necessary for rate purposes and serves no useful cost purposes. 
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existing rate differentials which have been shown to be so widely 
at variance with ascertainable differences in service costs. 

No practicable method of cost allocation avoids the necessity for 
the exercise of informed judgments and assumptions; none produces 
an absolutely precise result.° Nor should any such theory be ad- 
hered to slavishly in subsequently designing rates to yield the desired 
amount of revenue; the history of long-established relationships 
must be considered and the circumstances might be such as to make 
unfair their too rapid revision to conform to derived differentials 
of cost. The conclusion is inescapable, however, that, unless relative 
rates are brought—whether immediately or on a step-by-step basis— 
into reasonable correspondence with cost differentials, the resulting 
price structure will have economically unsound consequences.'? 

Not only is this the danger in the case of El Paso, but it may also 
be true of the rate relationships existing on other far-flung pipeline 
systems to which, in my opinion, the Commission should turn its 
attention. It is for that reason that I think it most unfortunate that 
the Commission has not seen fit to give greater weight here to the 
most promising alternative to its conventional method of system- 
wide cost allocation which has thus far been brought forward, and 
to encourage the further development of rate-making methods which 


will give more appropriate emphasis to the impact of the distance 
factor on the cost of natural-gas transportation. 

I am authorized to state that Commissioner Draper joins in the 
views expressed herein. 


10 See my separate concurrence in Opinion No. 272, Manufacturers Light and Heat Oo., 
issued July 2, 1954, 13 F. P. C. 241. 

11 Indeed, the undue preference extended under El Paso’s tariff to its California cus- 
tomers may well be an important element in explaining the fact that recently by far the 
biggest shift from oil to gas in power plant use has been in California. During the four 
months ended April 30, 1954, California, which had been a major user of gas in power 
generation, increased its gas consumption for this purpose by nearly 18.9 billion cubic 
feet, or 87.5 per cent. During the same period oil use in California power plants dropped 
more than 2.4 million barrels, or 31.7 per cent. The use of coal is negligible. Consumption 
of Fuel for Production of Electric Hnergy, Monthly Report of Federal Power Commission 
for January, February, March, and April, 1954. 
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AppenpIx A—TaBLz II 
EL PASO NATURAL GAS CO. 


COST OF PRODUCED AND PURCHASED GAS—1952 
[Docket No. G-2018] 





Particulars Total Particulars Total 
Production expenses: Other gas revenues—credit_......... (3, 185, 889) 
Current field price of gas pro- Depreciation and amortization .....- 3, 715, 215 
Ds cone nccadugencoabauunnn $4, 973, 958 aasenagescestirasntED 
ae 35, 987, 158 TU catiiiedtbightmdebbiodmtineinaenl 48, 409, 338 
Other gas supply expenses......- oe 8 Ok ak: ee ae ee 2, 500, 826 
Natural gas production and Return at 6 percent per annum...... 3, 805, 143 
gathering--_._- Se heccoadiosaao 6, 538, 860 | ——_—_—_—_—— 
Products extraction.............-. 1, 525, 067 Total cost of production....... 54, 715, 307 
Total production expenses..... 46, 103. 386 
Administrative and general. -......-. 1, 776, 626 
Total operating expenses_.._.- 47,880, 012 





( ) Indicates red figures. 
Appenpix A—TaB zz III 
EL PASO NATURAL GAS CO. 


COST OF UNDERGROUND STORAGE—1952 
[Docket No. G-2018] 


Classification 
Particulars Total 
Demand /| Commodity 
(1) (2) (3) (4) 

ce ia lida a staasteesipiniiienndnnlaplalinn tien wnmnatiitbiencninnamtii $3, 358 $1, 679 $1, 679 
8 Ee ae tS ee Se eae os 801 400 401 
I Sccncintie Ditihnckndnd dt bulbbovcentbbhosccescsnagen 11,054 5, 527 5, 527 
Aduiinistraclve GG GUuIGIGl....nncnccncccnccccdiociconccccnssuc 1,703 852 851 
Picci ss bsdissiltds deckenskcbdgi cheapie dietass aiusaseh laches whensesiollbbiliaadd 16, 916 8, 458 8, 458 
PIII g icieiscnssiaestaeoinceseisinianttimsinintiaak in ealnciedtabniien sheiinnide setinighednaiaas 20, 636 10, 318 10, 318 
CN iciincin nhc \odnmbiininieeicueealbde beleapadbndieindpndncipaggiea 37, 157 18, 578 18, 579 
Return at 6 percent per annum............. siihndabbusnahidind 66, 398 33, 199 33, 199 
Total cost of underground storage...........-.-.--....-- 141, 107 70, 553 70, 554 
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Appenpix A—Tasie IV 
EL PASO NATURAL GAS CO. 
COST OF TRANSMISSION—1952 
[Docket No. G-2018] 



























































| Classification 
Particulars Total 
Demand Commodity 
a 
Operation: | | 
Supervision and engineering. -.-_._. scant i ale cal | $338, 749 | $138, 955 $199, 794 
AN i  ecmnie adn GIT bencdccpcecesead 976, 783 
Compressor station supplies and expenses... ..........-.-- TER SES Fanon nt no it 483, 212 
EEE ES 2, 206, 771 | 1, 103, 386 1, 103, 385 
| alae leap ceuceuiil 
cnc cpunsicitip auricle estate ncaa 4, 005, 515 1, 242, 341 2, 763, 174 
Maintenance: r : 
SET CIO CINE GRINIIIR a 5 onintcnceccecsccccnsnsiucens 61, 615 19, 606 42, 009 
Compressor station equipment ................----.---..- sf See 604, 845 
Other maintenance expemse.-_...........-....--.. eidasdcetetane 1, 058, 765 | 529, 383 | 529, 382 
i NI ais cin scien isbaenaiadiaaiieniardie 1, 725, 225 548, 989 1, 176, 236 
Miscellaneous: ee 
Transportation of gas by others..............--..-..----.. To os ac 39, 383 
Other miscellaneous- ........................- 73, 605 | 36, 803 | 36, 802 
I i 112, 988 36, 803 | 76, 185 
Administrative and general expense ....__-..- sitiniaieeadiaieiemeiel 1, 581, 759° 504, 109 | 987, 650 
iirc ai Na he ala | 7, 425, 487 2, 422, 242 5, 003, 245 
gl US ES a Rat (117, 730) | (58, 865) (58, 865) 
I ak 6, 299, 467 | 3, 149, 733 3, 149, 734 
ita a 7, 874, 057 3, 937, 028 3, 937, 029 
Return at 6 percent per annum....................-...-.-... 10, 128, 248 5, 064, 124 5, 064, 124 
| | — 
I i iidnethiub tect chnic enti eie oda eieeiiel 31, 609, 529 14, 514, 262 17, 095, 267 





( ) Indicates red figures. 


Srveck and Diesy, Commissioners, concurring in part, 
and dissenting in part: 

We are unable to agree with the majority of the Commission in 
its action excluding from the operating costs of El] Paso Natural 
Gas Company the amount of the gathering tax paid by El Paso to 
the State of Texas. It is true that this tax was not paid under 
protest, and that the law levying the tax was held to be unconsti- 
tutional by the United States Supreme Court. We believe, however, 
that El Paso should be permitted to recover the amount of this tax 
as a part of its operating costs since the tax was levied by the legis- 
lature of the State of Texas, collected by the State, and upheld by 
the Supreme Court of that State as a valid tax. To hold that El 
Paso was under obligation to pay the tax under protest would be 
to fail to give full faith and credit to the laws of the State of Texas, 
which should be presumed to be legal until held otherwise by a court 
of competent jurisdiction. 

We further believe that El Paso had the right in its business 
discretion and administration of its affairs to determine whether or 

468918—61——33 
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not it should contest this tax, and that this is a right of business 
discretion over which the Commission should not interfere. 

We concur in all other issues and conclusions thereon set forth in 
this opinion. 


In THE MarTrer oF 
MICHIGAN WISCONSIN PIPE LINE COMPANY 


Opinion and Order Granting in Part and Denying in Part 
Application for Modification or for Rehearing 
and Stay of Opinion and Order 


Docket Nos. G-1678, G—1996 
November 29, 1954* 
Syllabus 


Commission finds that on the basis of equal treatment with other producers 
which have been accorded their effective June 7, 1954, rates, Phillips is in 
equity entitled to a rate which will give effect to Michigan-Wisconsin’s resale 
rate of 31.25 cents per Mcf which Commission has found to be proper in 
docket No. G—-1678. P. 477. 


By tHe ComMIssION : 
OprIniIon 


Michigan Wisconsin Pipe Line Company (Michigan Wisconsin) 
in its “Application for Modification of Opinion and Order or, in 
the Alternative, for Rehearing and Stay,” filed on August 27, 1954, 
states that the Commission obviously intended in its Opinion No. 
275, 13 F. P. C. 326, and accompanying order to allow it to collect 
from its customers its actual costs of gas purchased from Phillips. 
Such costs are a proper element in determining cost of service. 
As stated in that opinion Michigan Wisconsin purchases gas from 
Phillips from what may be generally termed (1) “Dedicated acre- 
age,’ and (2) “Stratford acreage.” As pointed out in Opinion 
No. 275, the base price in the contract relating to the dedicated 
acreage was 6.6997¢ per Mcf at 14.65 psia. That price was based 
on the assumption that Michigan Wisconsin’s resale rate would be 
25¢ per Mcf. The contract further provided that the 6.6997¢ per 
Mcf was to be escalated in the ratio which Michigan Wisconsin’s 
future resale rates might bear to 25¢ per Mcf but that the price 
should not, in any event, be lower than 7.5930¢ per Mcf at 14.65 


* Designated Commission Opinion No. 275-A. 
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psia. The gas from the Stratford acreage carries a price of 8.9330¢ 
per Mcf at 14.65 psia. While this contract also has escalator pro- 
visions, they do not become effective unless and until Michigan 
Wisconsin’s resale rate exceeds 3314¢ per Mcf. That condition does 
not arise under the circumstances present in this case and in de- 
termining the price which Michigan Wisconsin must pay to Phillips, 
we need here be concerned only with gas purchased from what is 
known as the “Dedicated acreage” in so far as we are dealing with 
the inflating escalator provision. From this Dedicated acreage 
and under the contract relating to such purchase Michigan Wisconsin 
receives approximately two-thirds of its gas supply. 

Prior to the time Michigan Wisconsin began operations in 1949, 
it filed with the Commission an interim rate of 30¢ per Mcf. That 
interim rate became effective at the time of initial operations. Sub- 
sequently, as a result of our order issued January 30, 1950, in Docket 
Nos. G-1156 and G—1302, Michigan Wisconsin filed a rate of 28¢ per 
Mcef, effective February 7, 1950. With a 28¢ rate for Michigan 
Wisconsin, the rate for Dedicated acreage gas sold by Phillips was 
under the contract as amended December 1, 1949, 7.5930¢ per Mcf 
at 14.65 psia since the 6.6997¢ per Mcf at 14.65 psia escalated at 
28¢ per Mcf would be lower than 7.5930¢ per Mcf at 14.65 psia. 

Thus, 7.5930¢ per Mcf at 14.65 psia was the price collected by 
Phillips for gas delivered from the Dedicated acreage from Feb- 
ruary 7, 1950 until Michigan Wisconsin began collecting increased 
rates under bond under its rate increase filings in Docket Nos. 
G-1678 and G—1996. At that time Michigan Wisconsin entered into 
a letter agreement with Phillips under which it agreed to pay 
increased rates to Phillips based upon the application of the formula 
in its contract covering purchase of gas from the Dedicated acreage, 
so that under the applicable formula the contingent rate paid 
Phillips for gas from the dedicated acreage while rates involved in 
Docket No. G—1678 were pending would be 6.6997¢ X 3114/25 at 
14.65 psia. When Michigan Wisconsin began collecting rates under 
bond in Docket No. G—1996, the contingent rate paid Phillips be- 
came the resultant obtained from the formula, 6.6997 X 35/25 at 
14.65 psia. Under this latter formula the resultant contingent rate 
applied to gas from both Dedicated and Stratford acreage. 

The letter agreements! between Michigan Wisconsin and Phillips 
provided that, since Michigan Wisconsin was collecting the rates 
for which it filed in Docket Nos. G—1678 and G—1996, under bond, 
with an obligation to repay any excess which the Commission might 
find not justified, Phillips would likewise refund to Michigan 

1 Exhibit 42 in this proceeding as to Docket No. G—-1678 proceedings and letter agree- 


ment dated January 15, 1953, as to Docket No. G-1996 and referred to by Michigan 
Wisconsin on page 3 of its application. 
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Wisconsin whatever amount Michigan Wisconsin might have paid 
to Phillips in excess of the correct amounts predicated upon the 
ultimate determination of the Commission in the proceedings in- 
volved in Docket Nos. G—1678 and G—1996. 

Michigan Wisconsin in its application for modification of Opinion 
No. 275 and accompanying order, or for rehearing and stay respect- 
ing such opinion and order, contends that the rate which it is ob- 
ligated to pay Phillips under its contract relating to the Dedicated 
acreage during the period that rates involved in Docket No. G—-1678 
were in effect under bond would be the rate developed by the fol- 
lowing formula: 6.6997¢  31.5/25 X 1.0058,? even though the Com- 
mission found in Opinion No. 275 and accompanying order that 
during the period from October 1, 1951 through December 11, 1952, 
when Michigan Wisconsin was collecting rates involved in Docket 
No. G—1678 under bond, the just and reasonable resale rate which 
Michigan Wisconsin might collect was only 31.19¢ per Mcf. As an 
actual matter of fact the Commission, in determining the rate of 
31.19¢ per Mcf, actually determined the cost of gas to Phillips by 
applying the following formula: 6.6997¢ X 28/25 X 1.0058 or 7.547¢. 
With respect to the period from and after December 12, 1952, the 
Commission found that the just and reasonable resale rate which 
Michigan Wisconsin might charge its customers during the period 
that rates under Docket No. G—1996 were in effect under bond, was 
30.85¢ per Mcf. Here again Michigan Wisconsin contends that the 
proper rate payable to Phillips is a rate developed by the application 
of the following formula: 6.6997¢ X 35/25 X 1.0058. Likewise, in 
determining the just and reasonable rate of 30.85¢ per Mcf for the 
period from and after December 12, 1952, the Commission utilized 
the following formula: 6.6997¢ X 28/25 X 1.0058 or 7.547¢ per Mcf. 
In employing the escalation formula above to determine the 7.547¢ 
per Mcf price shown, we were in error. As noted at page 475, supra, 
and as pointed out in Michigan Wisconsin’s petition for rehearing, 
the proper price under the contract is 7.5930¢ per Mcf at 14.65 psia. 
This will require a correction in the costs of service pertaining to 
both Docket Nos. G—1678 and G—1996, with the necessary change to 
reflect such corrected costs in the ordered rates. 

The price which Michigan-Wisconsin paid to Phillips from Feb- 
ruary 7, 1950 to October 1, 1951 was 7.637¢ per Mcf at 14.735 psia.# 
We find that the continuation of this rate as the cost of gas to 
Michigan-Wisconsin for the determination of cost of service during 


2 The factor of 1.0058 is required to convert prices at 14.65 psia under Phillips’ contracts 
to prices at 14.735 psia, the pressure base employed by Michigan Wisconsin. 

3 The price of 7.637¢ results from the conversion of the price of 7.5930¢ per Mcf at 14.65 
psia stated in the contract to a pressure base of 14.735 psia. 
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the suspension period in Docket No. G—1678, October 1, 1951 to De- 
cember 12, 1952 is proper. The required correction in the cost of 
service in Docket No. G—1678 is set forth in Appendix E hereto, 
and indicates that application of the price of 7.637¢ per Mcf for gas 
from the Dedicated Acreage results in a total cost of service in the 
docket, as corrected, of $30,263,201, or $65,874 greater than the cost 
of service previously determined in that docket (see page 359 of 
Opinion No. 275). Appendix E further indicates that based on 
the corrected cost of service in the amount of $30,263,201 applied to 
total sales of 96,823,681 Mcf in the test period in Docket No. G—1678 
the average rate per Mcf in that docket is 31.25¢ per Mcf, which we 
now find and determine to be the just and reasonable rate applicable 
to sales by Michigan-Wisconsin during the period October 1, 1951 
to December 12, 1952. 

When we issued Order No. 174—A on August 6, 1954, 13 F. P. C. 1255, 
it was based primarily upon our conclusion that from and after the 
decision of the Supreme Court in the Phillips case, it was necessary 
and proper in the reasonable administration of the Natural Gas Act 
to establish some cut-off date and recognize as of that date the 
established firm price being paid under gas purchase contracts. Ac- 
cordingly, we provided for the filing of rates in effect on June 7, 
1954, the date of the Phillips decision. The establishment of rates 
in effect on June 7, 1954, necessarily involved the recognition in 
many cases of past increases resulting from escalator provisions, 
favored-nation clauses or contract renegotiations, as provided for in 
the gas purchase contracts then in effect. We feel that failure to 
recognize some increase in the price of gas to Phillips would carve 
out an unwarranted exception to the policy established by our Order 
No. 174-A and be somewhat unfair to Phillips when compared with 
the treatment which we accorded other independent producers which 
are also natural-gas companies. 

We find that on the basis of equal treatment with other producers 
which have been accorded their effective June 7, 1954 rates, Phillips 
is in equity entitled to a rate which will give effect to Michigan- 
Wisconsin’s resale rate of 31.25¢ per Mcf which we have found to be 
proper in Docket No. G—-1678. The resultant rate is 8.423¢ per Mcf 
at 14.735 psia for gas from the Dedicated Acreage. Using that 
rate to figure the cost of gas in determining Michigan-Wisconsin’s 
cost of service in Docket No. G—1996, we find that a fair and 
reasonable rate, applicable to sales for resale by Michigan-Wisconsin 
from and after December 12, 1952, is 31.60¢ per Mcf. 

This will require some modification of the Commission’s order 
issued October 1, 1954, suspending certain of Phillips’ rates. Such 
action will be entered in the appropriate docket (No. G-—3176). 
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There are attached hereto and incorporated herein an Appendix 
“A” entitled “Calculation of Income Taxes, etc.” and an Appendix 
“KE” entitled “Cost of Service,” (in substitution for Appendix “A” 
and page 59, respectively, in Opinion No. 275) which set forth the 
computations showing the effect in Docket No. G—1678 of the cor- 
rection for the minimum contract price. 

There are also attached hereto and incorporated herein an Ap- 
pendix “B” entitled “Purchased Gas Cost,” and Appendix “C” en- 
titled “Recalculation of Income Taxes, Return and Amount of Fed- 
eral Income Taxes Available for Working Capital,” and an Appendix 
“T)” entitled “Cost of Service,” (in substitution for Appendices “B” 
and “C” and page 74, respectively, as included in Opinion No. 275, 
applicable to Docket No. G—1996) setting forth the computations 
showing the effect of the application of the formula of 6.6997¢ X 
31.25/25 X 1.0058 (or 8.423¢ per Mcf at 14.735 psia) to the volumes 
of gas purchased from the Dedicated Acreage and the adjustment 
for the Oklahoma minimum wellhead price order referred to in our 
clarification in this docket issued August 7, 1954. 

Based on the foregoing, we now find, as set forth at Appendices 
“B,” “C,” and “D” hereto, that the proper cost of service for the 
determination of just and reasonable rates in Docket No. G—1996 
totals $34,949,422. Application of that cost of service as now de- 
termined to the 110,595,000 Mcf of annual sales, adopted in our 
original opinion as the estimated designed capacity of Michigan- 
Wisconsin’s system, results in an average rate of 31.60¢ per Mcf, 
which we now find and determine is the just and reasonable rate to 
be charged by Michigan-Wisconsin to all of its customers effective 
on and after December 12, 1952. 

Accordingly, we find that paragraphs “C” and “D” of our order 
issued July 30, 1954, accompanying Opinion No. 275, should be 
modified to the extent and only to the extent of substituting therein 
the figures 31.25¢ for the figures 31.19¢ and substituting the figures 
31.60¢ for the figures 30.85¢, and applying the time limits set in 
that order to the date of issuance of the order herein, and in all 
other respects the application filed by Michigan-Wisconsin on Au- 
gust 27, 1954, should be denied. 

The Commission orders: 

(A) Paragraphs “C” and “D” of the order issued July 30, 1954, 
accompanying Opinion No. 275, hereby are modified to the extent 
and only to the extent of substituting therein the figures 31.25 cents 
for the figures 31.19 cents and substituting the figures 31.60 cents 
for the figures 30.85 cents and applying the time limits there set to 
the date of issuance of this order. 
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(B) The application filed herein by Michigan-Wisconsin Pipe 
Line Company, pursuant to the provisions of Section 19 of the 
Natural Gas Act, for modification or rehearing and stay of Opinion 
No. 275 and accompanying order issued July 30, 1954, be and the 
same hereby is denied, except to the extent hereinabove provided. 


AppENpDIx A 


MICHIGAN-WISCONSIN PIPELINE CO; 


CALCULATION OF INCOME TAXES BASED ON 6% RETURN FOR THE 12 MONTHS ENDED 
APR. 30, 1952 (REVISED APPENDIX A OF OPINION NO. 275) 


[Docket No. G-1678] 





Application of Taz occruals Adjusted rate base, 
formula to known available for return and income 
Description amounts working capital tazes 
Rate base: 
Net utility plant in service— 
as adjusted. ........... ae $104, 146, 406 
Working capital........-- ee 3, 124, 868 
Federal income tax accruals: 
Available for working 
CQNenckescumse stsedccecnun ($2, 782, 303) (2, 782, 303) 


























Total rate base_.....--- 107, 271, 274 (2, 782, 303) 104, 488, 971 
Pane OF PNW, 6 ccicnnccnsnn a  cacidetaneas 6% 


la ae © Ge cdvsnancion 6, 269, 338 
Deductions for calculation of In- 
come taxes: 
$2,673,374 xX 
0.4551249__ $1, 216, 719 
Surtax Exemp- 
anh recaa 1, 221, 930 





5, 214, 346 


Calculation of ‘‘Ig”’ in Formula: 
$5,214,346+-0.5448751 = Ig- 9, 569, 800 










Calculation of income taxes: 
State income taxes: 
Gross operating income 
“eo Gr ree 9, 569, 800 
Deductions for tax pur- 
vai acnaiia maine 2, 673, 374 









Taxable income ------ 6, 896, 426 
State tax rate (com- 
ae are se ee 1. 75% 






State income taxes--.-- 








ERR weawutsainen 
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APPENDIX A 


Application of Taz accruals Adjusted rate 
Jormula to available for base, return and 
Description known amounts working capital income tazves 


Calculation of income taxes—Continued 
Federal income taxes: 
Taxable income—as 
6, 896, 426 
Deduct State income 
ee 120, 687 


6, 775, 739 
Federal income tax rate 
47. 01% 


3, 185, 275 
Surtax exemption 5, 500 


Federal income taxes __ 3, 179, 775 3, 179, 775 


“Ig” as above 9, 569, 800 
87% percent of Federal in- 
come taxes = $2,782,303 
Working capital per Op. p. 49___---------- $3, 116, 022 
Less-gas in underground storage @ 8.045¢ 
1, 185, 418 


1, 930, 604 
Add-gas in underground storage @ 8.105¢ 
per Mef 1, 194, 264 


Total working capital, as above 3, 124, 868 


AppEenpDIx B 
MICHIGAN-WISCONSIN PIPELINE CO. 


PURCHASED GAS COST (REVISED APPENDIX B OF OPINION NO. 275) 


[Docket No. G-1996] 
Description 
Total purchases, 124,059,891 Mcf @ 14.735 psia 
Dedicated acreage: 
31.25 
6.6997¢x 25 X1.0058=8.423¢ x 76,544,399 Mef $6, 447, 335 
Stratford acreage: 
8.9330¢ X 1.0058 = 8.9848¢ X 41,354,124 Mef 3, 715, 585 
Oklahoma minimum wellhead price order: 
9.8262¢ X 1.0058 = 9.8832¢ x 6,161,368 Mef 608, 940 
UN NN i a aa i al tn lie 23, 313 


Total cost of gas purchased 10, 795, 173 
Average price per Mef 
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Appenpix C 
MICHIGAN-WISCONSIN PIPELINE Co. 


RECALCULATION OF INCOME TAXES, RETURN, AND AMOUNT OF FEDERAL INCOME 
TAXES AVAILABLE FOR WORKING CAPITAL (REVISED APPENDIX C OF OPINION 
NO. 275) 

Docket No. G-1996 


Application of Taz accruals Adjusted rate base, 
formula to known arailable for return and income 
Description amounts working capital taxes 


Rate base: 
Net utility plant in serv- 
ice—as adjusted $104, 213, 983 $104, 213, 983 
Working capital 4, 367, 678 . 4, 367, 678 
Federal income tax accruals: 
Available for working 
capital ($3, 061, 622) (3, 061, 622) 





Total rate base 108, 581, 661 (3, 061, 622) 105, 520, 039 

Rate of return 6% 6% 

Return 6, 514, 900 6, 331, 203 

Deductions for calculation of 

income taxes (“D” in for- 

mula): 

$2,165,472 x 0.46599553 

.-$1, 009, 100 

Surtax exemption____5, 236 

——_-— 1, 014, 336 


5, 500, 564 


Calculation of ‘Ig’ in formula: 
$5, 500, 56453400447 = Ig 10, 300, 595 


Calculation of income taxes: 
State income taxes: 
Gross operating income 
“Ig” as above 10, 300, 595 
Deductions for tax pur- 
2, 165, 472 


Taxable income 8, 135, 123 
State tax rate 1. 75% 


State income taxes___- 142, 365 142, 365 





Description 


Federal income taxes: 


Taxable 


income—as 


Taxable income-__-__-- 


Federal 


income 


Surtax exemption___-- 


Federal income taxes_ 


“Tg” as above 
80 percent of 
Federal in- 


come 


taxes=-___. 
Working capital (Op. p. 72) 


$3, 061, 622 
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APPENDIX A 


Taz accruals 
available for 
working capital 


Application of 
formula to 
known amounts 


Adjusted rate 
base, return and 
income tazes 


Calculation of income taxes—Continued 


8, 135, 123 
142, 365 
7, 992, 758 
47. 95% 


3, 832, 527 
5, 500 


3, 827, 027 3, 827, 027 


10, 300, 595 


4, 213, 395 


Less-gas in underground storage @ 8.0452¢ 





1, 889, 817 
2, 323, 578 
2, 044, 100 


4, 367, 678 
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APPENDIX E 


MICHIGAN-WISCONSIN PIPELINE CoO. 


SUMMARY OF COST OF SERVICE FOR THE 12 MONTHS ENDED APR. 30, 1952 BASED ON 
6 PERCENT RETURN (REVISED PAGE 359 OF OPINION NO. 275 


[Docket No. G-1678] 





Description Amount 


Operating revenue deductions: 
Gas purchased (total purchases 108,345,828 Mef): 
Dedicated acreage: 


7.5930¢ X 1.0058= 7.637¢ X 72,230,913 Mcf___-.---- $5, 516, 303 
Stratford acreage: 
8.933¢ X 1.0058= 8.9848¢ X 36,114,915 Mef___------ 3, 244, 853 
PN OUR is So een deck ewer tas icwdundsce ss aan 20, 130 
Bo ee 8, 781, 286 
Gas from underground storage 24,901,351 Mecf @ 8.105¢—dr_ 2, 018, 222 
Gas to underground storage 24,901,351 Mecf @ 8.105¢—er___ (2, 018, 222) 
NIE ee IN oon oon ie ceeds eee (793, 529) 
ON NG GO nod tebe nob cab hsnmccouncedesapbhdaade 7, 987, 757 
Other operating expenses: 
Purchased gas expenses___......----------- $11, 121 
Underground storage expenses___.---------- 2, 331, 782 
TIODEIGINEOR GRDOTEO. 5c. = be ode aneene 3, 638, 703 
Distribution expenses ..........-.--..--..- 136, 301 


Administrative and general expenses - - - - - - -- 1, 778, 633 
———-___ 7, 896, 540 


SIGN SUETERERE URDONEOS. 6 6 onin awn cotdeedcacscddue 15, 884, 297 
MI, sb Sack bands bbe Ee aa daw pled ade tmeedene 3, 822, 136 
Taxes: 

PI a re ak a ie ie a oe ne Be Oe 936, 927 
eee SI IN 2 ra eee 98, 068 
InN So a Dae Oe 120, 687 
NT RUD so i icsdapgcsine ack 405k eden weeeeas 3, 179, 775 

WN demu et es oe ee Se a ak 24, 041, 890 

eles CUR ke WOON oi SS is ctck Secsidecccuwnce 48, 027 


23, 993, 863 
ene ie PION 6h Stic ee edge een sand encwedon sm secwe 6, 269, 338 





OE OUR OF GP TINE «a «5 as x See ak os ethno cchcecdbce 30, 263, 201 








Average rate per Mcf based on cost of service of $30,263,201 
applied to total sales of 96,823,681 Mef in the test period in 
docket G—1678 
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In THE MATTER OF 


HOME GAS COMPANY; MANUFACTURERS LIGHT AND 
HEAT COMPANY 


Supplemental Opinion Affirming, as Modified, Opinion No. 272 
Docket Nos. G-1966 G-2175; G-1967 G-2176 
December 3, 1954* 

Syllabus 


Commission modifies Opinion No. 272 to reflect changes in the cost of service 
found to be proper and reasonable and clarifies the Commission’s order with 
respect to the computation of refunds. P. 492. 

Commissioner SMITH not participating. 


By THe Commission : 


OPINION 


On July 30, 1954, the Respondents filed an application for rehear- 
ing of the Commission’s Opinion No. 272 and order issued July 2, 
1954, 18 F. P. C. 241, and for a stay of such order pending re- 
hearing. By Order issued August 27, 1954, the Commission granted 
a stay in this matter, pending further decision and Order of the 
Commission. The Respondents allege errors in the computations of 
certain purchased gas costs, and cost of withdrawals from storage, 
which are discussed in detail below. Respondents also allege errors 
in the method of determining Federal Income Taxes, the classifica- 
tion and allocation of costs, and the form of rates prescribed for 
Home and for Manufacturers. These allegations of error are, how- 
ever, substantially a reiteration of Respondents’ claims which were 
fully considered in Opinion No. 272 and accompanying order. 

Respondents also request clarification of the Commission’s order 
with respect to the computation of refunds. Manufacturers and 
Home should refund to each customer the net difference between the 
total amount charged from and after October 25, 1953, under the 
rates in effect under bond subject to refund, and the amounts which 
would have been charged for sales to each such customer under the 
rates prescribed by the Commission, with interest at 6 per cent per 
annum from date of payment until refunded. Similarly Home 
should make refunds for net excess charges collected for its gas 


sales from November 1, 1952 to October 25, 1953, with 6 per cent 
interest. 


* Designated Commission Opinion No. 272-A. 
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The New York Public Service Commission filed a petition for re- 
hearing and reconsideration on August 3, 1954. The arguments 
therein are substantially the same as heretofore made respecting the 
same issues. We find no basis in the record for rehearing or mod- 
ification of our Opinion with regard to such issues. 

Our Opinion No. 272 set forth three Costs of Service applicable 
to Manufacturers Light and Heat Company, two of which related 
to Docket No. G-2176, designated as Interim and Future; the other 
was applicable to Docket No. G—1967. In addition, costs of service 
were shown for each of the dockets applicable to Home Gas Com- 
pany, namely, Dockets No. G—-1966 and G—2175. We find it neces- 
sary to make revisions in certain of these costs of service as 
hereinafter explained. 


MANUFACTURERS LIGHT AND HEAT COMPANY 


Docket No. G-2176 (Interim) —The Cost of Service for the period 
of October 25, 1953 to March 1, 1954, referred to as the “Interim” 
period in Opinion No. 272, applicable to Production and Transmission 
Operations, has been increased from $59,326,351 (page 258 of 
Opinion) to $59,678,166, or an increase of $351,815. This increase 
relates to the following: 


oe ee Se ere ee ae ees ($6,582) 
IS WORN wm TN I i ities 335,585 
Sapp a3 S55 es 9,323 
Semmes UR: Ca 831 
i ee tie ae, 12,65: 
I isch taceacicea tassios a ic cache occ lat cad lade Saas cadens and el as 351,815 


The net effect of this increase on the Cost of Service applicable to 
jurisdictional business is $106,167. 

Gas in and out of storage—The net effect on the total cost of 
service resulting from the repricing of gas delivered to and with- 
drawn from storage is an increase of $329,003, as compared to the 
pricing set forth in our Opinion No. 272 applicable to Docket 
G-2176 Interim. The test period in this docket includes the 12- 
month period of November 1, 1952 to October 31, 1953, stated on 
a pro forma basis to give effect to the costs to be incurred in the 
subsequent 12-month period ending October 31, 1954. This latter 
12-month period substantially represents the period in which the 
rates in this docket were collected under bond. Beginning Novem- 
ber 1, 1954 the rates applied for by the company in Docket No. 
G-2453 became effective subject to refund, superseding the rates in 
Docket No. G—2176. 

The inputs to storage for the first four months of the test period, 
namely, November 1 to February 28, have been repriced at the rate 
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per Mcf of gas purchased which was effective prior to March 1, 
1954. The inputs for the remaining eight months of the test period, 
namely, from March 1 to October 31, have been priced at the rate 
per Mcf of purchased gas which became effective on March 1, 1954. 

The withdrawals from storage in the test period have been re- 
priced on the last-in-first-out method to conform to that used by the 
company in its accounting procedures. The repricing of gas de- 
livered to and withdrawn from underground storage, as stated 
herein, gives effect as accurately as possible within the limits of the 
record before us on a pro forma basis, to the rates and costs actually 
experienced in the period during which the rates in this docket were 
in effect and collected under bond. 

Income taxes and return.—The increase in the Cost of Service 
relating to Income Taxes and Return results from increasing the 
working capital allowance in the rate base for gas stored under- 
ground. The increase in the cost of gas in underground storage 
(rate base item) is directly associated with repricing the inputs and 
withdrawals of stored gas during the test period as explained here- 
tofore, and results in increasing the working capital allowance by 
$209,516. Such increased rate base accounts for the additional 
Federal Income Taxes of $9,323, Pennsylvania Corporate Tax of 
$831 and Return of $12,658. 

Docket No. G-2176 (future ).—The Cost of Service for the period 
from March 1, 1954 to November 1, 1954, identified as the “Future” 
period in Opinion No. 272 in Docket No. G—2176, applicable to 
Production and Transmission Operations, has been increased from 
$59,602,993 (page 258 of Opinion) to $59,939,931, or a net increase 
of $336,938. This increase relates to the following: 


OG Ci i) le ee ee ($91,970) 
a ee ee ee a 60,907 
Cas WUTC RCE TOM I i is 323,797 
GPC SUI CONN i 8 32,823 
Pennsylvania corporate tax ___________ sails ssartiitastidsicbliceeeolaiamiice ind 1,612 
et i ite eae fie” oe Eee 9,769 

ee ee) ee a ee 336,938 


The net effect of this increase on the Cost of Service applicable 
to jurisdictional business is $111,607. 

Purchased gas cost.—The purchased gas cost has been decreased 
$91,970. This net decrease applies to purchases from the following 
suppliers: 


Tela Tiabar Tirenen Cae cei eee $96,779 
Maia nn Catia nin seit tice bade sehk clk ides (60,354) 
BN NT I Oi Si Diietarmeetiicted aaah te (128,395) 


Net decrease (91,970) 
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The increase of $96,779 in the cost of gas purchased from Texas 
Eastern Transmission Corporation results from restating gas pur- 
chase costs at the rates in effect subject to refund between March 1, 
1954 and November 1, 1954 applied to the test-year volumes. When 
Manufacturers receives such refund, it will be required to refund 
a proportionate part to its wholesale customers. The $125,000 re- 
fund heretofore received from that supplier upon invalidation of the 
Texas Gas Gathering Tax was applicable to purchases prior to 
March 1, 1954 and a proportionate part has been credited against 
the cost of purchased gas in the Interim Cost of Service. 

The change made in the cost of purchased gas from Atlantic 
Seaboard Corporation results from a settlement as to the rates of 
Atlantic which was not given effect in Opinion No. 272. Gas pur- 
chased from Atlantic was priced in the opinion at rates effective 
March 1, 1954 subject to refund, having a demand charge of $2.90 
per Mcf and a commodity rate of 27.82¢ per Mcf. In Docket No. 
G-2275, a settlement was approved by Commission order dated 
June 24, 1954 whereby the demand charge was decreased to $1.96 
per Mcf and the commodity rate increased to 31.19¢. Giving effect 
to such changes in the cost of gas purchased from Atlantic Seaboard 
results in a net reduction of $60,354, as shown in the preceding 
tabulation. 

The decrease of $128,395 in the cost of gas purchased from Hope 
Natural Gas Company results from giving effect to the rate per 
Mcf found by the Presiding Examiner in Docket No. G—2303, and 
adopted by the Commission in its order issued November 19, 1954. 
In the Opinion, gas purchased from Hope during the test period 
was priced at the rate of 39.5¢ per Mcf which was the rate effective 
on April 9, 1954, under bond, in Hope’s Docket No. G—2303. The 
rate found by the Examiner and adopted by the Commission in that 
docket is 37.93¢ per Mcf at 15.025 psia 60° F., or a difference of 
1.57¢ per Mcf. The application of the 1.57¢ difference in unit price 
to the 8,178,047 Mcf of gas purchased from Hope in the test period 
equals the $128,395 shown above. 

Gas in and out of storage——The net effect on the total cost of 
service of repricing the gas delivered to and withdrawn from storage 
in this docket is $384,704. The repricing of the deliveries and with- 
drawals of underground storage gas for the “Future” Cost of Serv- 
ice in Docket No. G-2176 has been effected in the same manner as 
that described heretofore in connection with the “Interim” cost of 
service (Docket No. G-2176). 

Income taxes and return—In recomputing the Federal Income 
Taxes, which resulted in an increase of $32,823, the percentage of 
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savings resulting from filing consolidated returns was reduced 
from 18.41% to 17.94% for the cost of service in the future case. 
The use of this revised percentage corresponds to the statement 
made at page 246 in the text of Opinion No. 272. Increased Federal 
Income Taxes also are related to the increased return. The in- 
creased return results from increasing the working capital allow- 
ance for gas stored underground (rate base item) which is asso 
ciated with repricing the inputs and withdrawals of stored gas 
during the test period as explained heretofore. The increased work- 
ing capital allowance (rate base) amounted to $180,920. Such 
increased rate base, together with the revision in the percentage of 
consolidated tax saving, accounts for the additional Federal Income 
Taxes of $32,823, Pennsylvania Corporate Tax of $1,612 and Return 
of $9,769. 

Rates.—Giving effect to the foregoing changes produces a re- 
sultant Cost of Service of $17,843,000 applicable to the wholesale 
sales involved in Docket No. G—2176 which is $109,000 greater than 


> 


the $17,734,000 shown on page 271 of Opinion No. 272. As related 
to rate design, such increase in cost of service calls for an increase 
of 0.25 cents per Mcf in the prescribed Commodity Charge of Rate 
Schedules GS and LS. 

The prescribed rates and the test year revenues to be derived 
therefrom are as follows: 


Rate schedule GS: Revenues 
IEP a 1,136,992 at $2.00 $2,273,984 


sdidalibtndiss cite he 28,361,617 at 33.85¢ 9,600,407 


11,874,391 
Rate schedule SGS: 


Commodity charge 
Rate schedule LS: 

en I a ses eds OO 556,882 at $2.00 1,113,764 
Si a ee 14,787,775 at 32.85¢ 4,857,784 





5,971,548 
Total pro forma sales revenues__._....____ 17,845,939 
Sn Cee OE a 17,843,000 


Refunds.—We have already stated that Manufacturers should re- 
fund to each customer the net difference between the amounts 
charged from and after October 25, 1953, under the rates in effect 
under bond subject to refund and the amounts which would have 
been charged to each such customer under the rates herein prescribed 
with interest at 6 per cent per annum from date of payment until 
refunded. Certain costs of gas purchased by Manufacturers, as 
468918—61——34 
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used herein, are still subject to being reduced by refunds to Manu- 
facturers by its suppliers. At this time, it is not possible to reflect 
in the prescribed specific rates such future reductions in Manufac- 
turers’ costs applicable to the sales here involved. Accordingly, 
our order provides that Manufacturers shall make additional re- 
funds to its wholesale customers of the proportionate part of any 
refunds, not already reflected in the specific rates prescribed herein, 
which Manufacturers may receive from its suppliers upon disposi- 
tion of proceedings involving the rates of its suppliers. 


HOME GAS CO. 


Docket No. G-2175.—The cost of service applicable to this docket 
has been increased from $7,651,290 to $7,813,441, or an increase of 
$162,151. This increase relates to the following: 


eI I $35,348 
Gna Pn te ti ed (8,566) 
CTU OW erm EW TS i te ee 128,363 
BS TI 6s 5 VD a ah is a 5,023 
SOOT OE Cpa TI ne ee eae 811 
a i tr ee oe 1,172 

Net increase 162,151 


Purchased gas cost.—Home’s supply of gas is obtained in its en- 
tirety from Manufacturers. In Opinion No. 272 the purchased gas 
cost of Home was determined by the cost of service of Manufac- 
turers as stated therein. Since Manufacturers’ cost of service has 
been increased, as explained heretofore, the cost of gas purchased 
by Home from Manufacturers similarly has been increased. 

The purchases of gas in the test period have been repriced at 
$2.00 Demand Charge (596,738 Demand Billing Units) and 32.3¢ 
commodity rate, as compared to the pricing in Opinion No. 272 
which was at $2.00 Demand Charge (556,882 Demand Billing Units) 
and 32.6¢ Commodity Rate. 

Gas in and out of storage.—Inputs and withdrawals of gas in 
underground storage have been repriced to give effect to the above 
mentioned rates applicable to purchased gas costs, on the last-in- 
first-out method utilized by the company in its accounting pro- 
cedures. 

Income taxes and return.—The recomputation of Federal Income 
Taxes results in an increase of $5,023. In such recomputation the 
percentage of consolidated tax savings is reduced from 18.41% to 
17.94%. The use of this revised percentage corresponds to the state- 
ment made at page 246 in the text of Opinion No. 272. The increase 
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of $5,023 in Federal Income Taxes is related to the increased return 
which in turn is associated with the change in the rate base resulting 
from repricing the gas in underground storage for working capital 
allowance. Such increased rate base in the amount of $22,515, 
together with the revision in the effective Federal Income Tax Rate, 
accounts for the additional Federal Income Taxes of $5,023, New 
York Gross Receipts Tax of $811 and Return of $1,172. 

Rates—The foregoing increase of $162,151 in the cost of service 
calls for an increase of 1.2¢ per Mcf in the prescribed Commodity 
Charge of the Rate Schedule for Home’s sales. 

The prescribed rates and the test year revenues to be derived 
therefrom are as follows: 

Revenues 


ROE NEP eR eT LE oe 887,402 at $2.50 $2,218,505 
Commodity charge 13,513,407 at 41.4¢ 5,594,550 








Total pro forma sales revenues___________________________ 7,813,055 
Total cost of service 7,813,441 


Refunds.—We have already indicated that Home should refund 
to each customer the net difference between the amounts charged 
under the rates in effect under bond and the amounts which would 
have been charged to each such customer under the prescribed rates 
for each of the respective periods involved in Docket No. G—1966 
and Docket No. G-2175. However, the cost of gas purchased from 
Manufacturers, as used herein, in still subject to being reduced by 
refunds from Manufacturers as a result of refunds to Manufacturers 
by its suppliers upon disposition of proceedings involving the rates 
of Manufacturers’ suppliers. At this time it is not possible to re- 
flect in the prescribed specific rates such future reductions in Home’s 
costs applicable to its sales from and after October 25, 1953. Ac- 
cordingly, our order provides that Home shall make additional re- 
funds to its wholesale customers of any amounts refunded to it 
by Manufacturers from the amounts Manufacturers may receive 
from its suppliers. 

Upon full consideration of the application of Home and Manu- 
facturers for rehearing and reconsideration of Opinion No. 272 and 
accompanying order as well as the matters and issues therein de- 
termined, the Commission further finds: 

(1) The cost of service in Docket Nos. G-2175 and G—2176 should 
be modified to reflect the changes herein found to be proper and 
reasonable. 
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(2) Based on the cost of service herein found proper in Docket 
No. G-2176, just and reasonable rates for Manufacturers for the 
period October 25, 1953 through October 31, 1954 are as follows: 
Rate schedule GS: 

eae? COG 56 a 2 2 EI9O LY) ih i he $2.00 


omiieitey DONS 6.5 oii ees. decisis eee 33.85¢ 
Rate schedule SGS: 


i a 46¢ 
Rate schedule LS: 

I Ss eis i Ba i ee a hea $2.00 

8 en ne ae Se Pe ee a eee eS ea ae 32.85¢ 


(3) Based on the cost of service herein found proper in Docket 
No. G-2175, just and reasonable rates for Home from and after 
October 25, 1953 are as follows: 


I Ts a a a SS eee $2.50 
Commodity charge 


(4) Except as herein modified, Opinion No. 272 should be affirmed. 

The Commission orders: 

(A) Home and Manufacturers are hereby required to file revised 
tariff sheets containing the rates and charges and other terms and 
conditions herein found just and reasonable. 

(B) Except as herein modified, Opinion No. 272 and order issued 
July 2, 1954 are hereby affirmed. 

(C) The petition for rehearing filed by the New York Public 
Service Commission is hereby denied. 


In THE MATTERS OF 


IROQUOIS GAS CORPORATION and TENNESSEE GAS 
TRANSMISSION COMPANY, G-2310; TENNESSEE GAS 
TRANSMISSION COMPANY, G-2316; WEST TENNESSEE 
PUBLIC UTILITY DISTRICT OF WEAKLEY, CARROLL 
AND BENTON COUNTIES, TENNESSEE, G-2321; NEW 
YORK STATE NATURAL GAS CORPORATION and TEN- 
NESSEE GAS TRANSMISSION COMPANY, G-2330; TEN- 
NESSEE GAS TRANSMISSION COMPANY, G-2331; 
TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
G-2367; CITY GAS COMPANY OF NEWTON, NEW JER- 
SEY, G-2389; CENTRAL HUDSON GAS AND ELECTRIC 
CORPORATION, G-2419 


Opinion and Order Issuing Certificate of Public Convenience 
and Necessity 


December 28, 1954* 


*Designated Commission Opinion No. 279. Amended by order issued October 24, 1955 
in docket No. G-2367, as amended by order issued April 10, 1956, 15 F. P. C. 1279. 
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Syllabus 


1. Public interest will be served by providing the metropolitan New York-New 
Jersey area with the added security and reliability of a second wholly inde- 
pendent source of supply. P. 498. 

Commission finds that proposed settlement of competitive phase of this con- 
solidated proceeding will be in the public interest. P. 498. 

3. There is no warrant for imposing any requirement on Tennessee that it locate 
its proposed pipeline in such a way that Newton’s lateral would be only 314 
miles long or that Tennessee be required to construct at its own expense 
any portion of such necessary lateral line in excess of 344 miles. P. 503. 

4. Claimed 18-year gas reserve life is not proper, where based upon assumptions 
that existing service agreements will not be renewed upon expiration of 
their terms, and that purchases by several of Tennessee’s large customers 
will be made at annual load factors substantially less than 100 percent. 
P. 511. 

5. Considerations advanced by coal interests do not justify a certificate denial 
in this case, where the evidence definitely establishes a need for natural gas 
by the consuming public in these areas. P. 515. 

6. Commission issues certificates of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to applicants. P. 518. 


to 


Commissioner Drarer not participating. 


Charles V. Shannon, Stanley M. Morley, and W. C. Braden, Jr., 
for Tennessee Gas Transmission Co. 

John H. Hollands for Iroquois Gas Corp. and Pennsylvania Gas 
Co. 

James B. Sayers, C. W. Cooper, Charles FE. McGee, and Henry 
F. Lippitt, Il, for New York State Natural Gas Corp. 

Richard J. Connor, Christopher T. Boland, George J. Meiburger, 
John T. Miller, Jr., Joseph F. Weiler, James B. Henderson, T. 
Justin Moore, Patrick A. Gibson, and John W. Riely for Trans- 
continental Gas Pipe Line Corp. 

Harry A. Poth, Jr., Francis H. Caskin, and Allen J. Straubridge 
for West Tennessee Public Utility District. 

M. S. Lockhart and T. J. Carlson for Central Hudson Gas and 
Electric Corp. 

Sidney Kirschen for City Gas Company of Newton, New Jersey. 

Albert J. Feigen and William R. Duff for the staff of the Federal 
Power Commission. 


By tHe ComMISssIoN : 
OPINION 
This case commenced as a major competitive battle for the right 
to serve the rapidly expanding markets in the metropolitan New 
York-New Jersey area, between Transcontinental Gas Pipe Line 
Corporation (Transco), their current supplier, and Tennessee Gas 
Transmission Company (Tennessee) which sought to move into 
that particular area for the first time. 
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On November 10, 1953 Tennessee filed a joint application with 
Iroquois Gas Corporation (Iroquois) in Docket No. G—2310 for a 
certificate of public convenience and necessity under Section 7 of 
the Natural Gas Act, authorizing their joint development of certain 
underground natural gas storage facilities in Erie County, New 
York, known as the Colden Field. On December 11, 1953 Tennessee 
filed a joint application with New York State Natural Gas Cor- 
poration (New York Natural) in Docket No. G-2330, for a cer- 
tificate authorizing joint development of underground storage facil- 
ities in northern Pennsylvania and southern New York, known as 
the Harrison Pool. 

On December 11, 1953 Tennessee also filed an application in 
Docket No. G—2331 for a certificate authorizing a major expansion 
of its facilities and service, as follows: 

(1) Construction of a new 248-mile, 24-inch pipe line from its 
Compressor Station No. 313 in the Hebron Field, Pennsylvania, 
eastwardly across the States of Pennsylvania, New Jersey and New 
York to a point of connection with Tennessee’s existing 16-inch line 
at a point on the New York-Connecticut boundary near Greenwich, 
Connecticut. 

(2) Construction of an 18-mile, 24-inch pipe line extending in a 
northeasterly direction from Tennessee’s aforesaid Station No. 313 
to the Harrison Storage Field, to connect the proposed new Harrison 
Storage Field into the Tennessee system. 

(3) Construction of a 28-mile, 24-inch pipe line extending south 
from the proposed Hebron-Greenwich line to connect with facilities 
of Public Service Electric & Gas Co. (Public Service) near Newark, 
New Jersey. 

These new facilities were proposed for the following service, for 
which authorization was sought: 

(1) Additional sales to certain existing customers of Tennessee on 
a daily contracted-demand basis, as follows: 

Mof at 15.0252 


SOU ap UDR 5 Fi ee ) oe ee 20,000 
i a al Ee cl 10,000 
Pennsylvania Gas Co. (Pennsylvania Gas)______..________.__ 5,000 
SUNN UN, I i 3,000 
Louisville Gas & Electric Co. (Louisville)... = 1,000 

RI 8 an ON 39,000 


1 This line is proposed in lieu of the 263-mile, 24-inch pipe line from Hebron to the 
New York-Massachusetts line for which Tennessee received authorization in Docket No. 
G-1573, but which has not been constructed. Tennessee has proposed to file an appropriate 
pleading relinquishing its authorization for the construction of this line, after certifica- 
tion of the Docket No. G-2331 facilities. 


2 The volumes referred to through this opinion are at 15.025 psia, except where specific 
reference is made to another pressure base. 





‘Ne AINE BAS 


ee 


oR ORS T A ND 


TREE tree 








IROQUOIS GAS CORPORATION 495 


(2) Sales on a daily contracted-demand basis to new customers in 
the metropolitan New York-New Jersey area, as follows: 


Consolidated Edison Co. of New York, Inc. Mef at 15.085 
(Gomecbidnnsd Miiee) oi a A eo a Sl 30,000 
Wm GW ini ch te ee ee ee dees 30,000 
The Brooklyn Union Gas Co. (Brooklyn Union)_..___-_-_.____-__ 25,000 
Long Island Lighting Co. 
Cia ee ga ct emaaccanee, 5,000 
at ici ih ed ee ie ee 90,000 


Deliveries to the three New York companies would be made at 
White Plains, New York, into facilities of Consolidated Edison. 
From there the gas would be transported into the facilities of the 
other purchasers in accordance with the provisions of the so-called 
New York Facilities Agreement, to which each of the purchasing 
companies is a party. 

At the present time Consolidated Edison, Brooklyn Union and 
Long Island Lighting obtain their entire supplies of natural gas 
from Transco. Public Service is supplied by Transco, and in addi- 
tion by Texas Eastern Transmission Company (Texas Eastern). 

In addition to the matters outlined above, Tennessee filed an ap- 
plication on November 18, 1953 in Docket No. G—2316, seeking 
authorization to transport for the account of Equitable Gas Co. 
(Equitable) approximately 24,375 Mcf of natural gas per day, to 
be purchased by Equitable in Texas. 

Transco responded to the Tennessee proposal to move into the 
metropolitan New York-New Jersey area by filing a petition as 
opposing intervener in Docket No. G—2331. In addition, on Feb- 
ruary 10, 1954 Transco filed a competing application in Docket 
No. G—2367, in which it proposed to expand its facilities to serve 
the additional requirements of its metropolitan New York and 
New Jersey area customers for firm gas, as follows: 





Mef at 14.7 

SC i a ba 30,663 
BIE I cists tape cielig coeien th seetes tacame alan toes ate re ee ek aes 30,663 
MOO CN aa ah 25,553 
una IT i a Se ee 5,111 
Brooklyn Borough Gas Co. (Brooklyn Borough)___________________ 1,000 
Kings County Lighting Co. (Kings County)___......______ 500 
ee ee ee 93,490 


The service proposed by Transcontinental in this application for 
Consolidated Edison, Public Service, Brooklyn Union and Long 
Island Lighting, was substantially the same as that proposed by 
Tennessee in Docket No. G—2331. 
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The Transcontinental application in Docket No. G-2367 proposed 
construction of sixteen loop lines, totalling approximately 190.32 
miles of 30-inch pipe and 230.77 miles of 36-inch pipe along 
Transco’s existing pipe line system; three additional compressor 
stations; and one additional compression unit. 

By orders issued on February 16, March 10, April 16 and June 7, 
1954, the Commission consolidated for purposes of hearing all of the 
dockets above outlined, together with certain Section 7(a) applica- 
tions filed for service from Tennessee, by West Tennessee Public 
Utility District of Weakley, Carroll and Benton Counties, Tennessee 
(West Tennessee) in Docket No. G—2321, City Gas Company of 
Newton, New Jersey (Newton) in Docket No. G—2389, and Central 
Hudson Gas and Electric Corporation (Central Hudson) in Docket 
No. G—2419. In addition, a large number of interveners participated 
in the consolidated proceedings, some requesting service from Ten- 
nessee and others requesting service from Transco. 

The hearing commenced on March 15, 1954 and was concluded on 
November 10, 1954. There were 84 hearing days and 10,625 pages of 
transcript. Voluminous evidence was presented by all parties 
on all issues relevant to the entire consolidated proceeding. 

The competitive issue between Tennessee and Transco was vigor- 
ously contested throughout the hearing. However, on October 14, 
1954, Tennessee, Transco, Consolidated Edison, Brooklyn Union, 
Long Island Lighting and Public Service agreed to a proposed 
settlement of this phase of the consolidated proceeding, which was 
thereupon read into the record. 

The proposed settlement provided for the division of the proposed 
service in the metropolitan New York-New Jersey area between 
Tennessee and Transco on the following basis: 


| Tennessee (Mef at | 
| | 














15.025) 
Transco—Firm 
Firm | Storage | 
| option | 
| 
| | 
Consolidated Edison.................- 25,000 | 30,000 | 5,000 (15.025) 
| nee 25, 000 30,000 | 25,000 (15.025) 
I I cceapnieeeatansrcae 20,000 | 25,000 | 5,000 (15.025) 
TINIE MI on eee ncebuubinemens 5, 000 5, 000 |__._- i. 
Brooklyn Borough.................._- CiadincadRcesoneue aqnsnsccal ae. Saas 
| ELE LEE REL EC, EV heat 500 = (14.7) 
a 75,000 |.....-- 37,275 (ona uniform 14.7 
basis) 


It will be noted that the proposal provided, among other things, for 
an increase in the total additional allocation to be made to Public 
Service, from the 30,000 Mcf proposed in the original competitive 


2 The proposed settlement did not purport to deal with other phases of the consolidated 
proceeding, which will be discussed later in this opinion. A copy of the proposed settle- 
ment is attached hereto as Appendix A. 
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Tennessee and Transco applications to a new total of 50,000 Mef, 
to be split equally between Tennessee and Transco. The settlement 
also provided that Transco, rather than Tennessee, would build 
facilities required for the delivery of gas by Tennessee to Public 
Service. These facilities would consist of a 24-inch pipe line (re- 
ferred to as the Tennessee-Transco Interconnection) to be con- 
structed by Transco from a point located on Tennessee’s proposed 
Hebron-Greenwich line, to a point of connection with Transeo’s 
existing 30-inch pipe line in the vicinity of Paramus, New Jersey. 
Through this Interconnection, Transco would transport up to 25,000 
Mcf of firm pipe line gas per day, and up to 30,000 Mcf of storage gas 
per day, for the account of Tennessee for delivery to Public Serv- 
ice.* The settlement agreement provided that Tennessee would- pay 
Transco for such transportation service at the rate of $200,000 per 
year, or such other rate as might be fixed by the Commission. 

The agreement also provided for utilization of the Tennessee- 
Transco Interconnection to alleviate any emergency which might 
occur on the system of either company. 

In conformance with the proposed settlement, Public Service 
presented further evidence supporting its need for the increased 
allotment. In addition Transco, in connection with the scaling down 
of its proposal from 93,490 Mcf to a 37,275 Mcf total, placed in 
evidence substantial modifications of the facilities which it had 
originally proposed in Docket No. G—2367. It now seeks authoriza- 
tion only to construct and install the following facilities: 

(1) 61.59 Miles of 30-inch and 110.97 miles of 36-inch pipe line 
loops, to be installed as shown on Exhibit 255, Section 1. 

(2) 46 Miles of 16-inch and 12-inch pipe line from Transco’s 
main line at Trenton, New Jersey to its Woodbury Meter Station in 
New Jersey.5 

(3) 12.04 Miles of 24-inch pipe line, to be known as the “Ten- 
nessee-Transco Interconnection” from Transco’s existing 30-inch 
main line in the vicinity of Paramus, New Jersey, to Tennessee’s 
proposed Hebron-Greenwich main line near Ramsey, New Jersey. 

(4) Additional facilities in existing compressor stations, as de- 
scribed in Exhibit 255, Section 4. 


4The above provision rendered unnecessary the 28-mile, 24-inch pipe line originally 
proposed by Tennessee in Docket No. G-2331, extending south from the proposed Hebron- 
Greenwich line to connect with facilities of Public Service near Newark, New Jersey. 
Accordingly, Tennessee no longer requests authorization for that line. 

5 Transco testified that the proposed Trenton to Woodbury lateral is required to deliver 
additional gas to Public Service for the Camden-Burlington area, where considerable load 
growth has occurred. The construction of this lateral will render unnecessary a costly 
reinforcement of Transco’s existing lateral into the Camden area across the Delaware 
River. It will also provide additional capacity for Transco deliveries to existing customers 
in the Philadelphia-South Jersey area. 
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(5) A metering and regulating station at the point where the 
Tennessee-Transco Interconnection ties into Tennessee’s Hebron- 
Greenwich line. 

(6) A purchase meter station to enable Transco to receive gas 
produced in the Gwinville Field. 

After the proposed settlement was read into the record on Oc- 
tober 14, 1954, the Presiding Examiner made it clear that all parties 
would be permitted to add to the record any remaining evidence 
which was relevant to any and all issues in the entire consolidated 
proceeding, without restriction to the proposals contained in the 
settlement, and such opportunity was in fact fully provided, the 
hearing being concluded on November 10, 1954. By order issued 
on December 8, 1954, the Commission waived the intermediate de- 
cision procedure, and thereafter the entire record in the consolidated 
proceeding, including the proposed settlement, was certified to the 
Commission for consideration with respect to all of the issues 
presented. 

In our opinion the proposed settlement is in the public interest 
and should be approved, for reasons which are set forth below. 

The market companies in the metropolitan New York-New Jersey 
area (Consolidated Edison, Public Service, Brooklyn Union, Long 
Island Lighting, Brooklyn Borough and Kings County) presented 
exhaustive evidence as to their requirements for additional supplies 
of natural gas, and their witnesses were intensively cross-examined. 
After careful consideration of the complete record we find that the 
requirements of these market companies for additional supplies of 
natural gas in the amounts set forth in the proposed settlement, as 
listed above, have been clearly established. We further find that 
the public interest requires that the additional service for this 
heavily populated and growing metropolitan area be provided in 
time for the 1955-56 heating season. 

It is our further conclusion that the public interest would be 
served by meeting these clearly established requirements in the 
manner set forth in the proposed settlement. At the present time, 
Consolidated Edison, Brooklyn Union and Long Island Lighting 
obtain their entire supplies of natural gas from Transco, and are 
dependent upon that pipe line alone. Public Service, in one of its 
major service areas, is dependent upon a single Transco line. The 
metropolitan New York-New Jersey area served by these market 
companies is one of the most heavily populated, industrialized areas 
in the country. In our opinion the public interest will be served 
by providing this area with the added security and reliability of a 
second wholly independent source of supply, through the certification 
of Tennessee. 





RETURNER RETO 


SA es 


LP OLGA ER PAN OLLLL TLE FO 


at eI 








IROQUOIS GAS CORPORATION 499 


Authorization of the service proposed by Tennessee will also add 
to the security of this area by providing a vitally-needed third pipe 
line crossing of the Hudson River. In addition, because of Ten- 
nessee’s proposed delivery point in White Plains, north of New 
York City, an additional supply of gas will be provided at a loca- 
tion which will improve the reliability and capacity of the entire 
New York Facilities System, resulting in substantial benefit to the 
several companies dependent upon that system for their natural gas 
supply. We also note that, as a result of the proposed Tennessee- 
Transco Interconnection in New Jersey, providing an interconnec- 
tion between these two systems for the first time, there would be 
created a second gas reservoir on the New Jersey side of the Hudson 
River, fed from both the southern and northern ends by these two 
pipe lines and interconnected with the Texas Eastern Transmission 
Company system at Linden. This multi-fed reservoir will be con- 
nected to the common backbone of the New York Facilities System 
by three separate crossings of the Hudson River through which 
New York would receive its gas supply. 

The proposed Tennessee service involves other potential benefits 
to the market companies, as the result of an option for storage serv- 
ice provided by Tennessee. Such options, which are exercisable 
until October 1, 1955, grant to the distributing companies the right 
to contract with Tennessee for the storage of gas during off-peak 
periods and its redelivery by Tennessee during periods of peak de- 
mand, at daily rates not exceeding the contract demand specified 
in precedent agreements already entered into between the parties.® 

In addition to the settlement, Tennessee proposed in Docket No. 
G-2331 to make additional firm sales to certain existing customers, 
New York Natural, Iroquois, Pennsylvania Gas, Inland and Louis- 
ville, in amounts set forth earlier in this opinion. After considera- 
tion of the detailed evidence presented by these market companies 
in support of their requirements, we find that their requirements 
for additional supplies of natural gas in these amounts have been 
satisfactorily established. 

Lake Shore Pipe Line Company (Lake Shore), a current “general 
requirements” customer of Tennessee serving the northeastern Ohio 
area, intervened in Docket No. G—2331, requesting an additional 
allocation of 19,242 Mcf per day (over and above the present maxi- 
mum daily obligation of 17,000 Mcf per day) to serve the 1958 
requirements of its retail and direct sale load. This volume is 
proposed to serve the increased requirements of the Lake Shore 
Gas Company, an existing retail customer, to provide service to a 


6 These volumes are set forth in the proposed settlement, and listed above. Separate 
authorization for such storage service will be applied for by Tennessee at a later date. 
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newly formed distribution company, the Conneaut Valley Gas 
Company, and to provide a firm supply of gas to Diamond Alkali 
Company, an existing direct sale customer of Lake Shore. 

In our opinion, an allocation in the instant order sufficient to 
meet the 1958 requirements of Conneaut Valley Gas Company in the 
amount of 1,711 Mcf per day is warranted, since the successful 
inauguration of a new utility operation requires the assurance of 
a sufficient gas supply for a few years in advance. Diamond 
Alkali Company, which has previously been served on a semi- 
interruptible basis, has established the need for firm gas in the 
amount of 8,000 Mcf per day. The evidence shows that this gas 
would be dedicated to a superior use in the processing of materials 
such as chrome chemicals, caustic soda, soda ash, periclase and 
cement. 

However, we do not believe that the 1958 requirements of the 
Lake Shore Gas Company, estimated at 20,531 Mcf per day, should 
constitute the measure of the allocation to be made to Lake Shore 
in the instant order. Exhibit No. 135 shows that the Lake Shore 
Gas Company requirements for the years prior to 1958 will be 
considerably lower. Actual requirements for 1954 are listed as only 
5,047 Mcf; 1955 at 11,071 Mcf; 1956 at 13,885 Mcf; and 1957 at 
17,842 Mcf. Under these circumstances it would appear to be more 
reasonable to allocate at this time to Lake Shore an amount sufficient 
to meet the 1956 requirements of Lake Shore Gas Company, esti- 
mated at 13,885 Mcf. The deferred future requirements can be met 
by Lake Shore’s exercising the two-year notice provision in its 
contract with Tennessee. Any other course might result in Ten- 
nessee being compelled to hold idle capacity until 1958, for which 
it would not be compensated by Lake Shore under their general 
requirements contract. 

We therefore find that the public interest justifies an additional 
allocation to Lake Shore sufficient to meet the 1958 requirements 
of Conneaut Valley Gas Company in the amount of 1,711 Mcf per 
day; 8,000 Mcf of firm gas for Diamond Alkali Company; and 
1956 requirements of Lake Shore Gas Company—or a total addi- 
tional allocation of 12,596 Mcf.7 

The West Tennessee Public Utility District of Weakley, Carroll 
and Benton Counties, Tennessee (West Tennessee), as an intervener 
in Docket No. G-2331 and as a Section 7(a) applicant in Docket 
No. G-2321, seeks an order directing Tennessee to establish physical 
connection of its transportation facilities with West Tennessee’s 
proposed facilities, and to sell a maximum daily volume of 5,754 


7 This is in excess of the 11,815 Mcf proposed by Tennessee, based upon 1956 require- 
ments of all Lake Shore customers. 
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Mcf of natural gas to West Tennessee for local distribution to the 
public in its proposed service area which includes the municipalities 
of Bruceton, Camden, Dresden, Gleason, Greenfield, Hollow Rock, 
Huntingdon, McKenzie and Sharon, Tennessee, and adjoining areas. 
Each of these nine municipalities has granted West Tennessee an 
exclusive 35-year franchise authorizing the construction and op- 
eration of a distribution system in its corporate limits. West Ten- 
nessee proposes to construct a distribution system in each of these 
communities, and to transport natural gas to those systems by 
virtue of an 8-inch line which will interconnect with Tennessee’s 
mainline at a point about two miles south of Decaturville, Ten- 
nessee. The transmission facilities would include 48 miles of 8-inch 
line, 38.6 miles of 6-inch line, and 23.2 miles of 4-inch line. 

The communities to be served do not presently have natural gas 
service, and currently use coal, oil, wood and bottled gas as fuels. 
Evidence indicates that the proposed rate for residential usage will 
be competitive with butane, but lower than coal, propane and fuel 
oil, which is the primary fuel used for space heating. 

West Tennessee estimates its total requirements for the fifth oper- 
ating year as 674,565 Mcf annual consumption, with 5,754 Mcf on 
the peak day. The load factor is estimated at approximately 32.6%. 

Estimated cost of construction is $2,718,473 for both transmission 
and distribution facilities. West Tennessee proposes to finance the 
project by means of a 30-year $3,500,000 bond issue at 434% per 
annum, and several bond houses have expressed an interest to bid 
on the proposed bond issue. Based upon an allocation of 5,754 Mcf 
per day, the debt service coverage would be 1.7. Tennessee has 
expressed its willingness to render the requested service, if author- 
ized by the Commission. We find that the proposed project is 
feasible and in the public interest. 

Luzerne Electric and Gas Division of The United Gas Improve- 
ment Company (Luzerne), as an intervener in Docket No. G-2331, 
seeks an order in this proceeding directing Tennessee to establish 
physical connection of its proposed transportation facilities with 
Luzerne, and to sell natural gas to Luzerne in amounts up to 
1,305 Mcf per day. Luzerne currently serves 520 Btu manufactured 
gas to nearly 10,000 customers who reside in areas near the City of 
Wilkes-Barre, Pennsylvania, and desires to convert to straight 
natural gas in its Kingston District. In order to receive gas from 
Tennessee, Luzerne would construct an 8-inch supply lateral to 
Tennessee's proposed Hebron-Greenwich line. For the purpose of 
estimating costs, Luzerne has assumed that the Tennessee line would 





8 This interconnection may be changed to a point just south of Scotts Hill, Tennessee, 
representing a minor modification which would have no material effect upon the project. 


502 FEDERAL POWER COMMISSION 


run north of Scranton, and that the necessary lateral would in that 
event run approximately 21 miles, with costs of approximately 
$775,000. If the Tennessee line runs south of Wilkes-Barre, it is 
assumed that only a 10-mile lateral would be required, with con- 
struction costs reduced accordingly. It is contemplated that these 
costs would be financed out of company funds now on hand. The 
evidence shows that because of the high cost of manufactured gas 
Luzerne has been losing money in its gas operations; that avail- 
ability of natural gas to Luzerne would result in a substantial re- 
duction of its costs, which would permit a material reduction in 
rates to its gas consumers in the Kingston District. The Luzerne 
estimates are based upon the conservative assumption of an un- 
usually slow development of space heating load, taking into con- 
sideration the fact that Luzerne is in the anthracite region, which 
is regarded as a distress area, and that anthracite is still expected 
to be the cheapest fuel available in that area. 

Pittston Gas Company (Pittston), which currently serves manu- 
factured gas to some 3,800 customers in and about the City of Pitt- 
ston, an area adjacent to and northeast of Luzerne’s Kingston 
District, intervened in Docket No. G—2331 seeking an order direct- 
ing Tennessee to sell natural gas to that company in amounts up 
to 1,325 Mcf per day, to permit the substitution of natural gas 
service for the high-cost manufactured gas service which it now 
renders. It is proposed that the 8-inch supply lateral to be con- 
structed by Luzerne would be used not only to transport Luzerne 
gas but also for transportation of the volume of gas sought herein 
by Pittston, for which Pittston would pay a reasonable transportation 
fee. From a point on the Luzerne 8-inch lateral two miles west of 
Pittston, Pittston would construct a 5-inch lateral to transport its gas 
the remaining distance to its plant, at an estimated cost of approxi- 
mately $64,000. Total costs of construction to Pittston are estimated 
at $102,480, including cost of the two-mile lateral plus conversion 
expenses amounting to $38,500. Such costs would be financed out 
of funds to be made available to Pittston by its parent, Penn Fuel 
Gas, Inc. Evidence indicates that Pittston has been losing cus- 
tomers over the past years and that, without natural gas, its con- 
tinued operation might be in jeopardy. It also appears that even 
with the addition of no substantial space heating load, conversion 
to natural gas service would result in a substantial reduction of 
Pittston’s gas costs, and substantial capital savings, which would 
permit a material reduction in rates to its customers. The Pittston 
estimates of economic feasibility are based upon the conservative 
assumption of an unusually slow development of space heating load, 
because of considerations outlined in the case of Luzerne above. 
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Tennessee has expressed its willingness to render the requested 
service to both Luzerne and Pittston, if authorized by the Commis- 
sion. We find that both projects are feasible and in the public 
interest. In so holding we are not unmindful of the fact, stressed 
by the coal interveners, that this area is in the anthracite producing 
region of Pennsylvania which is in serious economic straits due to 
the decline in the anthracite industry. We believe, however, after 
consideration of all the circumstances, including the incentive which 
the availability of natural gas may provide to attract new industry 
to this distressed area, that the certification of natural gas service 
will be in the public interest. 

City Gas Company of Newton, New Jersey (Newton), as an inter- 
vener in Docket No. G-2331 and as a Section 7(a) applicant in 
Docket No. G-2389, seeks an order directing Tennessee to establish 
physical connection of its proposed transportation facilities with the 
facilities of Newton, for the purpose of delivering a maximum of 
800 Mcf per day of natural gas to Newton, representing its fifth year 
requirements. Newton does not presently have natural gas service, 
but distributes propane-air gas of 650 Btu. Evidence indicates that 
the cost of propane has materially increased to such an extent as to 
unfavorably affect the earnings of the applicant and its rates to its 
consumers. We find that the evidence satisfactorily establishes New- 
ton’s requirements. However, the applicant testified that its pro- 
posal would not be economically feasible if it were required to 
construct a lateral in excess of 314 miles in order to take service 
from the Tennessee line. The precise location of Tennessee’s pro- 
posed Hebron to Greenwich line, in the area of Newton, has not yet 
been determined. Newton therefore requests that the order issued 
in this proceeding direct Tennessee to locate its proposed line in such 
a way that the lateral required to be constructed by Newton would 
not exceed 314 miles in length, or in the alternative that Tennessee 
be required to construct at its own expense any portion of such 
necessary lateral line in excess of 314 miles. 

We find no warrant for imposing any such restrictions or require- 
ments upon Tennessee. On the other hand, since the location of 
Tennessee’s proposed Hebron-Greenwich line has not yet been spe- 
cifically defined, we are unable to determine upon the present record 
whether it will be economically feasible for Newton to construct the 
necessary connecting facilities. Under these circumstances, our order 
will reserve a volume of 800 Mcf per day out of the Tennessee facili- 
ties herein authorized, for sale to Newton, conditioned upon Newton 
submitting a further application to the Commission on or before 
December 1, 1955, showing the feasibility of a connection with 
Tennessee. 
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Interventions were filed in Docket No. G-2331 and in Docket No. 
G-2367 by four utilities located in the Philadelphia-South Jersey 
area who currently are served by Transco—i.e., Philadelphia Gas 
Works Division of The United Gas Improvement Company (Phila- 
delphia Gas), Philadelphia Electric Company, South Jersey Gas 
Company (South Jersey), and Delaware Power and Light Company 
(Delaware Power). They presented evidence of additional require- 
ments of natural gas, and requested allocations from Tennessee, or 
Transco, or both. In each of these cases it appears that it would 
not be economically feasible for the intervener to construct the re- 
quired lateral to the proposed Tennessee line, in view of the distance 
involved, and that they have not yet been able to work out any 
alternative transportation arrangement for this purpose. Accord- 
ingly, no allocation will be made to these interveners in Docket No. 
G-2331. Their position as interveners in Docket No. G—2367 will 
be dealt with at a later point in this opinion. 

In Docket No. G-2316 Tennessee seeks authorization to receive 
natural gas on behalf of an existing customer, Equitable Gas Com- 
pany (Equitable), in the state of Texas and to transport and deliver 
equivalent quantities of gas up to 24,375 Mcf per day to Equitable 
at a specified point of delivery in the state of Pennsylvania. Equi- 
table has purchased this gas under twenty-year contracts in the 
Flour Bluff Fields, Nueces County, Texas. In order to render the 
proposed transportation service Tennessee would need to construct 
50 miles of 1034-inch gathering line to connect this Equitable gas 
supply with Tennessee’s main system, at an estimated cost to Ten- 
nessee of $1,575,000. 

We believe the record satisfactorily establishes the need of Equi- 
table for additional natural gas in the amounts here proposed. 
However, we do not find that the arrangement proposed for satis- 
fying these requirements is in the public interest. The total annual 
cost to Equitable if the gas is purchased under the proposed trans- 
portation arrangement would run from $1,333,755 in 1955 to $3,165,- 
735 in 1959. If Tennessee sold the required additional volume of its 
own gas directly to Equitable, at the Tennessee firm rate,® the cost 
to Equitable would run from $1,169,317 in 1955 to $2,695,568 in 
1959, with resultant savings to Equitable running as high as $470,167 
in 1959. 

The record reveals that Equitable has made repeated attempts since 
1950 to purchase additional volumes of gas from Tennessee, without 
success. As a result, in order to satisfy its needs Equitable resorted 
to purchase of high priced reserves in the field and entered into the 
proposed transportation arrangement with Tennessee. We can un- 


® As set forth in the Tennessee tariff effective March 1, 1954. 
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derstand the various circumstances which previously led Tennessee 
to react negatively to Equitable’s requests for additional gas. How- 
ever, those circumstances have now changed, and Tennessee testified 
at the hearing that if all the facilities applied for by it in this con- 
solidated proceeding were authorized, it would now be willing to 
sell Equitable the additional firm volumes of gas required. We find 
that Tennessee now has both the capacity and the gas with which 
to render the desired increased service to Equitable. Under these 
circumstances the public interest requires that the proposed trans- 
portation arrangement be disapproved, and that instead Tennessee 
be directed to sell 24,375 Mcf per day of additional gas to Equitable.” 

Central Hudson Gas & Electric Corporation (Central Hudson) 
and Rockland Light & Power Company (Rockland), both of whom 
currently purchase their entire natural gas supply from Home Gas 
Company (Home Gas), a subsidiary of the Columbia Gas System, 
Inc., seek orders in this proceeding directing Tennessee to supply 
them with stated quantities of natural gas to meet their additional 
requirements—8,000 Mcf per day in the case of Central, and 7,000 
Mcf for Rockland. Rockland and Central Hudson both intervened 
in Docket No. G-2331, and Central Hudson in addition sought relief 
through a Section 7(a) application in Docket No. G-2419. Home 
Gas intervened in opposition to these requests, and vigorously op- 
poses any order permitting Central Hudson or Rockland to obtain 
additional supplies of natural gas from Tennessee. Although we find, 
as outlined in greater detail in a subsequent portion of this opinion, 
that Tennessee has sufficient capacity and gas to enable it to render 
the service requested by Central Hudson and Rockland, in addition 
to all the allocations of gas made against the Tennessee system in 
this order, there are other serious and difficult questions of fact, law 
and policy which must be resolved before this particular matter can 
be decided. A full record was made at the hearing just concluded 
and no further testimony appears to be required. However, we feel 
that oral argument of this particular matter before the Commission 
would aid us in arriving at our final decision. Accordingly, the 
decision as to all matters and issues involved with respect to the 
Central Hudson, Rockland and Home Gas interventions in Docket 
No. G-2331 and Central Hudson’s Section 7(a) application in 
Docket No. G-2419, will be deferred until after such oral argument, 
to be held as provided in this order. 


10 We note in this connection the testimony by the Vice President of Equitable that his 
company would have no objection to receipt of such gas from Tennessee under its current 
CD rate, in place of the proposed transportation arrangement. We also note that the gas 
purchase contracts entered into by Equitable in the Flour Bluff Field contain escape 
clauses permitting Equitable to terminate the contracts in the event the required authori- 
zation was not obtained from this Commission by October 1, 1954. 
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We now turn to a discussion of the two underground storage 
dockets, Docket Nos. G-2310 and G-2330. 

In Docket No. G-2310 Tennessee and Iroquois propose the joint 
development of the Colden Field in Erie County, New York for the 
underground storage of natural gas. The application requests a 
certificate authorizing acquisition by Tennessee from Iroquois of 
an undivided one-half interest in the storage properties, easements 
and rights-of-way in the field; construction of necessary facilities; 
and joint development of the field by both parties. The entire vol- 
ume of base storage gas, in the amount of 10,000,000 Mcf would be 
provided by Tennessee, which would retain ownership of such base 
gas. The field would have 10,000,000 Mcf of top storage gas, with 
both parties contributing equally to and sharing equally in such 
available capacity. The completed facilities would permit the deliv- 
ery of gas from storage at a rate of not less than 100,000 Mcf per 
day for 100 consecutive days. The total cost of development of the 
Colden Storage Field, including the Aurora Storage Field for which 
Troquois has previously received authorization in Docket No. G-2129, 
will be shared equally by Tennessee and Iroquois. Iroquois will 
manage and operate the storage facilities, Tennessee will manage 
and operate the necessary compression facilities, and operating ex- 
penses will be shared by both parties. The only facilities required 
to be installed on Tennessee’s system in connection with this storage 
project consist of 4,000 horsepower, measurement and dehydration 
facilities at its existing Station No. 229 and a meter station near 
East Aurora, New York. 

Iroquois serves primarily a space heating load in the area in and 
adjacent to Buffalo, in western New York. The evidence establishes 
that it needs additional storage in order to meet the seasonal peaks 
of such customers, plus an expansion of service which is contem- 
plated shortly, as well as to enable it to purchase gas at high load 
factors. The need for this additional storage by Tennessee will be 
discussed at a later point. 

We find that the facilities herein proposed are adequate. The total 
costs are estimated at $2,672,000 for Iroquois, while total cost to 
Tennessee, including the entire cost of the cushion gas, is estimated 
at $7,982,974. We find that the estimated costs are adequate and 
reasonable. Iroquois proposes to finance its share of the project by 
issuance of common stock or long term promissory notes to its parent 
corporation, the National Fuel Gas Company. Tennessee will finance 
its portion of the project in conjunction with its overall financing 
program, which will be discussed at a later point. 

In Docket No. G-2330 Tennessee and New York Natural propose 
the joint development of the Harrison Pool in northern Pennsyl- 
vania and southern New York for the underground storage of 
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natural gas. The application requests a certificate authorizing acqui- 
sition by Tennessee from New York Natural of a one-half interest 
in the Harrison, Ellisburg and State Line Storage Pools; immedi- 
ate joint development of the Harrison Pool, including the acquisi- 
tion and construction of properties and facilities; and the sale by 
Tennessee to New York Natural of base storage gas and top storage 
gas for the latter’s use in the Harrison Pool. Although the overall 
plan contemplates ultimate future development of the adjoining 
Ellisburg and State Line Pools as part of the total project, the 
current application does not seek authorization for the development 
of this portion of the project. Tennessee will furnish all the gas 
required for base storage in the Harrison Pool, with New York 
Natural bearing one-half the cost. The Pool will have 19,680,000 
Mef of top storage gas, with both parties sharing equally in the 
available capacity. Tennessee will sell to New York Natural an 
annual contract quantity of 9,840,000 Mcf, representing the volume 
of gas required by the latter for its share of the top storage. The 
daily deliverability of the Harrison Pool will be 150,000 Mcf, when 
the average reservoir pressure is 800 pounds as proposed to be 
maintained. 

The evidence establishes the need of New York Natural for the 
additional storage sought herein, in order to meet the market de- 
mands of the high space heating load which characterizes its service. 
The most practicable way by which its growing requirements can 
be met is through the development of additional underground stor- 
age to balance supplies against the varying demands. We also note, 
in this connection, that New York Natural is a part of the Consoli- 
dated Natural Gas System, which handles its gas supply on a system 
basis. Deficiencies in the Consolidated System are estimated at 
amounts running from approximately 47 million Mcf in 1955 to 69 
million Mcf in 1958. Development of increased storage delivera- 
bility by New York Natural will permit smaller takes by that com- 
pany from the pooled gas supply of the System. The need for this 
additional storage by Tennessee will be discussed below. 

The total overall cost of the facilities proposed to be constructed 
for the Harrison Pool is estimated at $7,365,732, of which one-half 
is to be shared by each party. We find that the proposed facilities 
and the estimated costs of construction are reasonable and adequate. 
The total capital cost of the project to be borne by New York Natu- 
ral is estimated at $5,875,726, while Tennessee’s share is estimated 
as $6,664,247, including the cost of one-half of the cushion gas for 
the Harrison Pool. New York Natural proposes to finance its share 
of the project by issuing common stock or long term notes to its 
parent, Consolidated Natural Gas Company. Consolidated, in turn, 
will secure the necessary funds in the ordinary course of its public 
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financing. Tennessee will finance its portion of the project in con- 
junction with its overall financing program, which will be discussed 
later. 

Upon completion of the new storage projects in Docket Nos. 
G-2310 and G-2330, as outlined above, Tennessee will have a total 
of approximately 35,000,000 Mcf of top storage, including 20 million 
in the Hebron Field (authorized in Docket No. G-1614), 10 million 
in Harrison, and 5 million in Colden, providing peak day deliveries 
of approximately 325,000 Mcf per day. All of the proposed storage 
projects are located at the northern end of Tennessee’s system, close 
to the major gas markets in the Appalachian area where the greatest 
demands for gas occur in the winter months. In our opinion the 
proposed storage will benefit the entire Tennessee system, providing 
a substantial safety factor, enabling Tennessee’s customers to obtain 
the greatest utilization from their gas supplies, and reducing the 
necessity of using gas for inferior uses in order to maintain high 
load factors. In this connection, we note that Tennessee has offered 
storage options which may provide substantial potential benefits to 
the metropolitan New York-New Jersey market companies which 
are involved in the proposed settlement. 

Directing our attention now, on an overall basis, to the entire 
facilities proposed by Tennessee in this consolidated proceeding, we 
find that these facilities and the design of the proposed projects are 
adequate to render the service herein authorized. In our Opinion No. 
261, In the Matter of Tennessee Gas Transmission Co., et al., Docket 
Nos. G—1921, G-1922 and G-1969, September 1, 1953, 12 F. P. C. 311, 
we found that upon completion of the facilities authorized in Docket 
No. G-1969 Tennessee would have an average design day system 
capacity of 1,728,390 Mcf.11 We further determined that after pro- 
vision for certain contemplated additional sales to Northeastern Gas 
Transmission Company there would remain available on Tennessee’s 
system in 1959 an estimated unallocated design day sales capacity 
of approximately 143,300 Mcf. In the instant proceedings Tennessee 
is not proposing to increase its system average daily capacity over 
the 1,728,390 Mcf found in Opinion No. 261. The only effect of the 
new Hebron-Greenwich line authorized herein will be to permit 
Tennessee to attach new customer loads in the metropolitan New 
York-New Jersey area, and to serve the Northeastern requirements 
which previously were intended to be handled by the 263-mile pipe 
line from Hebron to the New York-Massachusetts State line, author- 
ized in Docket No. G—1573, but now not to be constructed. Accord- 
ingly, the above figure of 143,300 Mcf unallocated capacity is still 
applicable. 


11 For the purpose of this discussion of Tennessee system capacity all volumes are stated 
at 14.738 psia. 
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In previous proceedings before this Commission, Tennessee has 
always assigned capacity to its requirements type customers sufficient 
to meet their maximum day requirements. In the instant proceed- 
ing, however, Tennessee has adopted a new method, under which it 
has assigned capacity on the basis of the maximum annual average 
day needs of its requirements type customers, with peak day deliv- 
eries accomplished through utilization of storage. We have no objec- 
tion to this new method of establishing capacity. However, we note 
that its effect is to increase the unallocated capacity on Tennessee’s 
system from the 143,300 Mcf determined in Docket No. G-1969 to 
230,155 Mcf.!* 

If the additional service authorized herein, plus certain other re- 
quirements mentioned below, are assigned capacity on the basis of 
their maximum annual average day needs, with their peak day 
deliveries to be accomplished through utilization of storage, they 
will use up only 178,130 Mcf out of this total unallocated capacity 
on the Tennessee system, leaving a still unallocated balance of 
52,025 Mcf.8 

The estimated cost of construction to Tennessee of the Docket 
No. G-2331 facilities is $28,700,000, which we find to be adequate 
and reasonable. In addition, as noted previously, Tennessee will 
incur capital costs of $7,982,974 in connection with Docket No. 
G-2310, and $6,664,247 in connection with Docket No. G—2330. 


12 This additional unallocated capacity in the amount of 86,855 Mcf is derived as follows: 
Application of Tennessee’s new “maximum annual average day” method to capacity pre- 
viously authorized in Docket No. G-2108 (Opinion No. 259, 12 F. P. C. 209) results in 
an additional accumulation of 1,895 Mcf of unallocated capacity; application of the new 
method to capacity resulting from authorizations prior to Opinion No. 259 produces an 
additional accumulation of 84,960 Mcf unallocated capacity ; or a total increase in unallo- 
cated capacity of 86,855 Mef. 

13 The figure of 178,130 Mcf is derived by translating each of the additional allocations 
made in this order into a figure based upon maximum annual average day need, as follows: 


Mef 
Metropolitan New York-New Jersey area companies.........._.....-..-... 76,500 
Existing Tennessee customers, to whom it proposed additional allocations 
Se Techee We. Ge enteivc dd nctsmetntddncepmbtncceiithinnndiha scence — 89,780 
Gabo Batensties, Fiiihecnnerccanesteuchengptenamasemtatishngeatnticiens 17,850 
Additional service previously authorized in Docket No. G-2264_.-.-.._-__. 3,542 
RAD NO iri dhceticictntcccenen ecstatic hiaterintercdlndiincdstiiedaitaedihacindlbasiiiteialiinntasintilitbantt 12,077 
WU6e ZORRO couneesseesureiniesqasenseegeusnsenensscesseecninttats 1,841 
RE ccnccatatanviensninnnionsnnionineiininicnaaainaniaiaidaiaia 786 
PRONE caccnnedsennnntimenesnianammaninianitinntonnisnnmnditial 594 
ee 272 
IG ies cttw ti cttittiteitncicentitithmenitittisectbicinsiltsibincaitsianiaiamles tinitlile tilrnrailattilatainmnitiainicacsnistiil 24,888 
GOD | Siccccticc ecstatic teccinhtliceinn cabchinmniscpetistlinigis ising 178,130 


Against this unallocated balance there are pending requests by Rockland and Central 
Hudson for service from Tennessee in amounts totalling 15,000 Mcf per day, as to which 
decision is being deferred until after oral argument before the Commission. In addition, 
Tennessee has testified that any final unallocated capacity would be used to take care of 
the increased needs of its requirements customers. 
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Tennessee’s total capital costs in connection with all the facilities 
herein authorized will thus amount to $43,347,221. This amount 
will be raised as a part of the Tennessee overall financing program, 
which is expected to total some $187,500,000 during the period from 
April, 1954 to October, 1956. At the end of 1956, after completion 
of this proposed financing, Tennessee’s estimated capitalization will 
be as follows: 


Percent 
I RN Nt a ah $475,322,000 67 
Un I ki a se 95,700,000 14 
Common stock and surplus____________.___________ 133,250,000 19 
704,272,000 100 


Tennessee expects to raise 60 percent of the required funds through 
the sale of bonds, and the remaining 40 percent through the sale 
of debentures and preferred and common stocks. Since the closing 
of this record, Tennessee has advised the Commission of a change 
in its policy on security sales and is now disposing of its debt and 
equity securities to underwriters through negotiation. 

Tennessee has had a successful history of placing its securities at 
favorable rates.° In view of this financial history and prevailing 
favorable market conditions, it appears that the Company should 
have little difficulty in placing its securities on favorable terms. The 
proposed plan of financing is deemed satisfactory. 

Tennessee’s gas reserve studies in this proceeding were presented 
on an incremental basis, which we deem sufficient in view of the 
fact that we completed a determination of Tennessee’s total re- 
coverable reserves as recently as August, 1953 (Jn the Matter of 
Tennessee Gas Transmission Company, et al., Docket No. G—2108, 
Opinion No. 259, August 6, 1953, 12 F. P. C. 209).1¢ 

In Opinion No. 259 we concluded that Tennessee’s estimate of its 
controlled remaining recoverable reserves totalling 11,661,706,000 Mcf 
as of January 1, 1952 appeared reasonable, as evidenced by the 
record. After allowance for production of an estimated 463,824,000 
Mcf in the year 1952, we found that there remained a total of 
11,197,882,000 Mcf of reserves controlled by Tennessee as of Janu- 
ary 1, 1953. 


14 Tennessee’s proposed 50-mile lateral at an estimated cost of $1,575,000 to transport 
gas for Equitable, is not included since we do not herein approve the Tennessee proposal 
in Docket No. G-2316. 

15In the past year $10,000,000 of its cumulative preferred stock was sold at a cost of 
5.24%. Since the closing of this record Tennessee, through negotiation, disposed of 
$125,000,000 of 344% bonds, due 1975, to underwriters who offered the issue to the public 
at 101.44. 

16 The instant proceedings commenced on March 15, 1954. 
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This January 1, 1953 figure should now be changed to 11,156,- 
668,000 Mcf, as a result of evidence introduced in the instant hearing 
showing that the actual production in 1952 was 505,038,000 Mcf. 
In addition, Tennessee’s evidence at the instant hearing showed that 
an additional 530,348,000 Mcf of gas was produced in 1953, bal- 
anced by Tennessee’s acquisition of additional reserves in the amount 
of 505,212,000 Mcf under new gas purchase contracts. After re- 
flecting these changes, it appears that the total reserves controlled 
by Tennessee as of January 1, 1954 was 11,131,532,000 Mcf. 

The Tennessee deliverability study presented in the instant case 
purports to show that this gas supply is sufficient to provide 100% 
of its annual requirements for each of the years 1953 through 1971. 
This claimed 18-year reserve life is based upon the assumption that 
existing service agreements will not be renewed upon expiration of 
their terms, and that purchases by several of Tennessee’s large 
customers will be made at annual load factors substantially less 
than 100%. We previously found similar assumptions by Ten- 
nessee to be unwarranted in our Opinion No, 259 (12 F. P. C. 209, 236), 
and accordingly concluded in that case that Tennessee’s available gas 
supply would be adequate to meet such adjusted requirements for a 
period of 14 years. 

The situation is less clear here. The instant record contains testi- 
mony of a witness for Iroquois, one of Tennessee’s customer com- 
panies, substantiating the Tennessee estimate that this company will 
purchase at an annual load factor of 8714%. However, the record 
does not include similar substantiation by other Tennessee customers. 
On the other hand, it appears that additional volumes of gas have 
become available to the Columbia System, Tennessee’s largest con- 
tract-demand customer, from other sources, with the possible effect 
of a future reduction in volumes of gas purchased by that customer 
from Tennessee. 

Under these circumstances, the correct estimate of the life of the 
Tennessee reserves probably lies somewhere between the 14-year re- 
serve life determined in Opinion No. 259 and the 18-year reserve life 
estimated by Tennessee in this proceeding. Such reserves are, in 
our opinion, reasonably adequate to meet the current requirements 
upon Tennessee’s system, plus the additional requirements which 
it is being authorized or directed to serve in this order. 

Evidence as to Tennessee’s operating expenses, anticipated reve- 
nues, proposed rates, and all other matters relating to economic 
feasibility of its entire system, including the additional facilities 
and service herein authorized, is in the record before us. Upon 
consideration of this evidence, and after making the necessary ad- 
justments to conform the projects as originally proposed by Ten- 
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nessee to those herein authorized, it appears that the income which 
Tennessee may expect will render such system economically feasible. 

We now turn to a discussion of Docket No. G—2367 and Transco’s 
role in the proposed settlement. As noted earlier in this opinion, 
under the settlement which is herein approved Transco will deliver 
only 37,275 Mcf per day (at 14.7 psia) to the metropolitan New 
York-New Jersey area market companies, instead of the total of 
93,490 Mcf per day originally proposed by Transco in Docket No. 
G-2367. 

In addition to the area covered by the proposed settlement, how- 
ever, Docket No. G—2367 included interventions by a number of 
Transco customers, or would-be customers, south of the metro- 
politan New York-New Jersey area (referred to for convenience 
as the southern part of the Transco system), who seek allocations 
of gas from Transco in this proceeding. 

Although Transco did not offer to serve these interveners in 
Docket No. G-2367, it subsequently filed a new application in 
Docket No. G-4185, in which it proposed an expansion of the 
southern part of its system, with proposed additional facilities and 
additional gas reserves. In this subsequent application, which by 
notice dated December 21, 1954, has been scheduled for hearing 
commencing January 17, 1954, Transco offered to serve those south- 
ern interveners who sought allocations of gas in Docket No. G—2367, 
together with other Transco customers on the southern part of its 
system. 

In our opinion the public interest requires that a complete system 
review be conducted of the entire Transco gas reserve situation, and 
we feel that the appropriate place for such a system review would 
be in a combined proceeding involving Docket No. G-4185 and that 
portion of Docket No. G—2367 exclusive of the matters involved 
in the proposed settlement. Under these circumstances, it is our 
view that the requirements of the Transco southern interveners in 
Docket No. G—2367 should be considered and disposed of along 
with the requirements of the other Transco southern customers in 
Docket No. G-4185, in the light of such a complete system review 
of the Transco reserves. 

In order to accomplish this purpose, our decision with respect to 
all portions of Docket No. G—2367 other than the proposed settle- 
ment, such as the requirements of the Transco southern customers, 
the facilities necessary to render that service, and the gas reserves 
of Transco available to supply that service and its other gas service, 
will be deferred for the time being. 
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By order separately issued, such deferred portion of Docket No. 
G-2367 is being consolidated with Docket No. G-4185 for the pur- 
pose of such hearing and decision."* 

With respect to the portion of Docket No. G—2367 involving 
Transco’s part of the proposed settlement, we find that the modified 
facilities proposed by Transco, as outlined earlier in this opinion, 
are adequate to render the service hereinafter authorized. After 
addition of such service Transco’s total peak day requirements, ex- 
clusive of storage gas, will be 588,394 Mcf (at 14.7 psia) in 1956 
and 599,913 Mcf in 1958. Following the construction of the addi- 
tional facilities which are being certificated herein, the peak day 
delivery capacity of the Transco system will be 602,200 Mcf, which 
will permit Transco to meet its existing and projected loads. 

The cost of constructing these modified facilities is estimated at 
$29,700,000, and we find that this estimated cost is adequate and 
reasonable. 

Transco states that it plans to finance these facilities, and in 
addition to retire bank borrowings in the amount of $6,500,000, 
through the sale and issuance of securities as follows: 


First mortgage pipe line bonds, 334 percent, due 1975_____________ 25,000,000 
Cumulative preferred stock, 5%, no par___......_.__________ 12,000,000 
OD soci te a i i 37,000,000 


The preferred stock is to be offered publicly on February 1, 1955. 
On the same date commitments are to be secured from institutional 
investors covering the purchase of the bonds on or before August 1, 
1955. Under the proposed purchase agreement with such institu- 
tional investors, Transco expects to pay a charge of 34 of one percent 
per annum on the principal amount of the bonds, for the period 
between the date of the agreement and the date of takedown. 

At the end of 1955, after consummation of the proposed financing, 
Transco’s estimated capital structure will be as follows: 


Percent 
I Ci a $179,281,000 65.7 
De I na 89,500,000 14.5 
Common stock and surplus_._...... == 54,028,844 19.8 
272,809,844 100.0 


2% We note in this connection the statement made by Transco’s counsel both at the hear- 
ing and in its brief that in the subsequent consolidated proceeding (G—2367 and G—4185) 
it proposed to serve the third year requirements of (1) its present customers who inter- 
vened in Docket No. G-2367 and who were not taken care of in the proposed settlement ; 
(2) its would-be customers who sought natural gas service for the first time in Docket 
No. G-2367; and (3) the remainder of Transco’s existing customers who were not parties 
in that docket. 
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We note that Transco’s arrangements have not yet been completed 
for the sale of the preferred stock, and that it has not actually dis- 
posed of securities for some time. In addition, the prospective pur- 
chasers of the bonds, which are to be placed privately, have not been 
identified, and the terms of the indenture are not a matter of record. 
Under these circumstances, the certificate herein issued will be con- 
ditioned upon Transco’s filing with the Commission a satisfactory 
plan of financing, including full description of the securities to be 
issued, and terms and conditions of sale, together with copies of the 
sale contracts and indentures. 

On the matter of Transco’s gas supply, we note that, at the request 
of the Staff, Transco put in evidence covering its entire natural gas 
reserves, including reserves previously put in evidence in prior 
dockets and new reserves not previously presented. The purpose of 
the Staff was to accomplish a system review of the entire Transco 
gas reserve situation, and cross-examination by the Staff and other 
parties was accordingly directed to the entire Transco system supply. 
Transco claimed originally, and still claims, that these total reserves 
are sufficient to support its present system requirements, plus addi- 
tional allocations to the extent of 93,490 Mcf per day.’® In the 
course of the hearing the Staff, and other parties, questioned the 
adequacy of certain portions of the Transco reserve showing on a 
number of different grounds. 

As noted above, we agree with the Staff that a total system review 
of the Transco reserves is desirable and necessary in the public inter- 
est, and that review will be conducted in the consolidated G-4185 
and G-2367 proceeding, as outlined above. For the purposes of the 
instant order, however, we direct our attention only to the question 
whether the total Transco reserves, including the new reserves pre- 
sented for the first time in this proceeding, are sufficient to justify 
Transco’s present system requirements plus the scaled-down 37,275 
Mcf proposed in the settlement. After study of the record in this 
proceeding, it is our opinion that, without including those portions 
of the Transco reserves as to which serious questions were raised 
during the hearing, the balance of the Transco reserves are sufficient 
to justify at least its present requirements plus the new and limited 
allocations of 37,275 Mcf which is being made in this order. The 
determination whether the total Transco reserves presented in this 
proceeding in fact exceed this figure and, if so, by what amount will 
be reserved for the consolidated G-4185 and G-2367 proceeding in 
which the total system review of Transco reserves will take place. 

Evidence as to Transco’s operating expenses, anticipated revenues, 
proposed rates, and all other matters relating to economic feasibility 


18 At 14.7 psia. 
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of its entire system, including the additional facilities and service 
herein authorized, is in the record before us. Upon consideration 
of this evidence, and after making the necessary adjustments to con- 
form the project as originally proposed by Transco to that herein 
authorized, it appears that the income which Transco may expect 
will render such system economically feasible. 

Interveners representing coal, labor and railroad interests argue 
that the applications in Docket Nos. G-2331 and G—2367, and the 
proposed settlement, should be denied on the ground that the natural 
gas to be made available to consumers in the areas here involved 
will cause a displacement of coal as a fuel, to the detriment of the 
producers and transporters thereof. These interveners participated 
to the fullest extent throughout the entire hearing, cross-examining 
all witnesses exhaustively. In addition, they presented voluminous 
evidence of their own, directed to the general showing that the coal 
industry has been hard hit in recent years. 

We note here, as we have in other similar cases, that the natural 
gas service herein authorized will to a substantial degree displace 
liquid fuels rather than coal. Furthermore, the evidence definitely 
establishes a need for natural gas by the consuming public in these 
areas, in the amounts herein authorized, which should be met with- 
out further delay. Under these circumstances we do not believe that 
the considerations advanced by the coal interests justify a denial of 
certification in this case. 

The coal interests, in a reply brief filed herein, have requested the 
opportunity to present oral argument before the Commission with 
respect to all issues involved in these proceedings. In view of the 
extensive briefs filed and our action taken herein, it is our view that 
this request should be denied, as hereinafter ordered. 


FURTHER FINDINGS 


In reaching our findings, conclusions and decisions herein, we have 
considered the evidence of record and the briefs filed, including 
proposed findings and conclusions recommended by various parties 
hereto. We hereby specifically reject the various proposed findings 
and conclusions submitted for our consideration to the extent that 
they are inconsistent with our opinion, findings and order herein. 
Upon consideration of the foregoing and the entire record, the Com- 
mission further finds: 

(1) Tennessee Gas Transmission Company, a Delaware corpora- 
tion, having its principal place of business in Houston, Texas, is a 
“natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found in the proceedings in Docket Nos. G—808, et al. 
(6 F. P. C. 122). 
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(2) Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration, having its principal place of business in Houston, Texas, 
is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found in the proceedings in Docket Nos. G—-1143, 
et al. (7 F. P. C. 139). 

(3) Iroquois Gas Corporation, a New York corporation having its 
principal place of business at Buffalo, New York, is engaged in the 
transportation and sale of natural gas at retail and for resale by 
means of its facilities located in northwestern New York in the 
Buffalo area. 

(4) New York State Natural Gas Corporation, a New York cor- 
poration having its principal place of business at Pittsburgh, Penn- 
sylvania, is engaged in the transportation and sale of natural gas 
for resale by means of its pipeline system located in the States of 
Pennsylvania and New York. 

(5) The facilities which Tennessee proposes to construct pursuant 
to authorization applied for in Docket No. G-2331, as modified by 
the proposed settlement which is attached hereto as Appendix A, 
and in Docket Nos. G—2310 and G—2330, as hereinbefore described, 
are to be used for the transportation and sale of natural gas in inter- 
state commerce as integral parts of Tennessee’s pipeline system and 
the construction and operation thereof by Tennessee are subject to 
the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(6) The facilities which Transco proposes to construct pursuant 
to authorization applied for in Docket No. G-2367, as modified by 
the proposed settlement and by Exhibit No. 255 in this proceeding, 
are to be used for the transportation and sale of natural gas in inter- 
state commerce as integral parts of Transco’s pipeline system and 
the construction and operation thereof by Transco are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(7) The acquisition, construction and operation of facilities and 
the related services as proposed by Tennessee and Iroquois in their 
joint application in Docket No. G-2310, to the extent herein author- 
ized are required by the public convenience and necessity and certifi- 
cates therefor should be issued as hereinafter ordered, upon the terms 
and conditions contained in the order, which terms and conditions 
are reasonable and required by the public convenience and necessity. 

(8) The acquisition, construction and operation of facilities and 
the related services, and the sale of natural gas by Tennessee to 
New York Natural, as proposed by them in their joint application 
in Docket No. G-2330, to the extent herein authorized are required 
by the public convenience and necessity and certificates therefor 
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should be issued as hereinafter ordered, upon the terms and condi- 
tions contained in the order, which terms and conditions are reason- 
able and required by the public convenience and necessity. 

(9) The construction and operation of facilities and the related 
services as proposed by Tennessee in its application at Docket No. 
G-2331, as modified by the proposed settlement, and the construction 
and operation of facilities and the related services as proposed by 
Transco in its application in Docket No. G-2367, as modified by the 
proposed settlement and by Exhibit No. 255 in this proceeding, to 
the extent herein authorized are required by the public convenience 
and necessity and certificates therefor should be issued as hereinafter 
ordered, upon the terms and conditions contained in the orders, 
which terms and conditions are reasonable and required by the public 
convenience and necessity. 

(10) The proposed settlement executed on October 14, 1954 by 
Tennessee, Transco, Consolidated Edison Company of New York, 
Inc., Brooklyn Union Gas Company, Public Service Electric & Gas 
Company, and Long Island Lighting Company, attached hereto as 
Appendix A, is in the public interest and should be approved. 

(11) The physical connections of facilities and the services here- 
inafter ordered to be provided by Tennessee to Lake Shore Pipe 
Line Co., West Tennessee Public Utility District of Weakley, Car- 
roll and Benton Counties, Tennessee, Luzerne Electric and Gas 
Division of The United Gas Improvement Company, Pittston Gas 
Company, and Equitable Gas Company, are necessary and desirable 
in the public interest, and will place no undue burden upon Ten- 
nessee. Such connections and sales will not require the enlargement 
of Tennessee’s facilities, nor will they impair Tennessee’s ability to 
render adequate service to its customers. 

(12) City Gas Company of Newton, New Jersey, has satisfactorily 
established its need for an allocation of natural gas from Tennessee 
in the amount of 800 Mcf per day. It is necessary and desirable 
in the public interest that such volume of gas be reserved out of the 
Tennessee facilities hereinafter authorized, for sale to Newton, con- 
ditioned upon Newton submitting a further application to the Com- 
mission on or before December 1, 1955, showing the feasibility of 
a connection with Tennessee. 

(13) The aforementioned applicants for certificates are each able 
and willing properly to do the acts and to perform the service pro- 
posed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder. 

(14) The issuance of certificates as hereinafter ordered and con- 


ditioned is appropriate and necessary for carrying out the provisions 
of the Natural Gas Act. 
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The Commission orders: 

(A) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Tennessee Gas Transmission Com- 
pany and Iroquois Gas Corporation to acquire, construct and oper- 
ate the underground storage facilities hereinbefore referred to, as 
more fully described in their joint application in Docket No. G-2310, 
subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Tennessee and New York State 
Natural Gas Corporation to acquire, construct and operate the 
underground storage facilities hereinbefore referred to, and author- 
izing the sale of base storage and top storage gas by Tennessee 
to New York Natural, all as more fully described in their joint 
application in Docket No. G—2330, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Tennessee to construct and op- 
erate the facilities hereinbefore referred to, which are more fully 
described in its application in Docket No. G—2331, as modified by 
the proposed settlement which is attached hereto as Appendix A, 
for the transportation and sale of natural gas as hereinafter set 
forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. As a condition attached to the 
exercise of the rights granted under the certificate issued herein, 
Tennessee shall: 

(i) Make available on a firm basis to the companies named below 
the following maximum daily volumes of natural gas: 


Mcf 
(15.025 psia) 
Consolidated Edison Co. of New York, Inc.______-___ 25,000 
Public Service Electric & Gas Co._..........-...... a _-.. 25,000 
TRS HRW Cri iin i a oi Ses 20,000 
PR PI ir i a A 5,000 


(ii) Sell and deliver additional volumes of natural gas to its 
following existing customers, in the maximum daily volumes set 


forth below: 


Mef 
(15.025 psia) 
New York State Nateral Gas Corp. oo. 20,000 
PIII TN RN ek 8 8 5 gs og Bad 8 a el 10,000 
Pern OIG I as cig eet ee cicero 5,000 
BEE SUN i 3,000 


Louisville Gas & Electric Co. 1,000 


SOURIS IC UN ca pe 24 375 
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(iii) Establish physical connection of its transportation facilities 
with the proposed facilities of West Tennessee Public Utility Dis- 
trict of Weakley, Carroll and Benton Counties, Tennessee, Luzerne 
Electric and Gas Division of The United Gas Improvement Com- 
pany, and Pittston Gas Company, and sell natural gas to each up 
to the following maximum daily volumes: 


Mef 
(15.025 psia) 
Went OG on ee ee a ee 5,754 
ee ee ee a ee 1,305 
pi a ee Se ee 1,325 


(iv) Reserve an allocation of natural gas in the amount of 800 
Mcf per day for City Gas Company of Newton, New Jersey; sub- 
ject to Newton submitting to the Commission on or before December 
1, 1955 a further application under Section 7(a) of the Natural Gas 
Act, showing the feasibility of a connection with Tennessee. Ten- 
nessee shall not sell and deliver any natural gas to or for the account 
of Newton until and unless service is ordered under such a further 
application. 

(v) Unless otherwise ordered by the Commission for good cause 
shown, Tennessee shall commence construction of the facilities herein 
authorized at such time, and such construction shall be so completed, 
as will permit all such facilities being placed in operation on or 
before November 1, 1955. 

(vi) Tennessee shall report to the Commission, in writing, under 
oath, the date upon which construction of the facilities herein 
authorized is commenced, and thereafter shall submit monthly re- 
ports of construction progress until its facilities herein authorized 
are completed, and shall report the completion date of the facilities. 

(vii) Within 30 days after issuance of this order, Tennessee will 
file an appropriate pleading to relinquish its authorization received 
in Docket No. G—1573 to construct the 263-mile, 24-inch pipe line 
from Hebron to the New York-Massachusetts State line. 

(D) A certificate of public convenience and necessity be and the 
same is hereby issued authorizing Transcontinental Gas Pipe Line 
Corporation to construct and operate the facilities hereinbefore 
referred to, which are more fully described in its application in 
Docket No. G-2367, as modified by the proposed settlement and by 
Exhibit No. 255 in this proceeding, for the transportation and sale 
of natural gas as hereinafter set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. As a 
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condition attached to the exercise of the rights granted under the 
certificate issued herein, Transco shall: 

(i) Sell and deliver additional volumes of natural gas to its fol- 
lowing existing customers, in the maximum daily volumes set forth 


below: 


Mef 
(14.7 psia) 
nna I ne ee 5,111 
Se I a alae ee 25,553 
UI CN ih acini ati latina rail cae I A 5,111 
SUNT TB GN iii eccrine tinad ice nic ee banibea a 1,000 
a TN TI Ti scr cemssnstattataateiensetenirm cet a ot 500 


(ii) Unless otherwise ordered by the Commission for good cause 
shown, Transco shall commence construction of the facilities herein 
authorized at such time, and such construction shall be so completed, 
as will permit all such facilities being placed in operation on or 
before November 1, 1955. 

(iii) Transco shall report to the Commission, in writing, under 
oath, the date upon which construction of the facilities herein 
authorized is commenced, and thereafter shall submit monthly 
reports of construction progress until its facilities herein authorized 
are completed, and shall report the completion date of the facilities. 

(iv) On or before February 1, 1955 Transco shall file with the 
Commission a satisfactory plan for financing the facilities herein 
authorized, including a full description of the securities to be issued 
and the terms and conditions of sale, together with copies of the 
sale contracts and indentures. 

(E) The proposed settlement executed on October 14, 1954 by 
Tennessee, Transco, Consolidated Edison, Brooklyn Union, Public 
Service and Long Island Lighting, attached hereto as Appendix A, 
be and the same is hereby approved. 

(F) Tennessee, Transco, Iroquois and New York Natural shall 
accept in writing the certificates issued herein within fifteen (15) 
days from the date of issuance of this order. 

(G) Decision concerning all matters involved and the issues pre- 
sented by the interventions of Rockland Light & Power Company, 
Central Hudson Gas & Electric Corporation and Home Gas Com- 
pany in Docket No. G-2331, and by Central Hudson’s Section 7 (a) 
application in Docket No. G—2419, be and the same is hereby de- 
ferred until after oral argument of such matters and issues before 
the Commission. Such oral argument will be held on January 14, 
1955, at 10:00 a.m. (EST) in a Hearing Room of the Federal Power 
Commission, 441 G Street, N. W., Washington, D. C. Participants 
will be Rockland, Central Hudson, Home Gas and the Staff of the 
Commission, each of whom will notify the Secretary of the Commis- 
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sion on or before January 4, 1955 of the time requested for presen- 
tation of their argument. 

(H) The request by the coal interests for oral argument before 
the Commission with respect to all issues involved in the instant 
consolidated proceeding is hereby denied. 


Apprenpix A 


MEMORANDUM RE SETTLEMENT OF PERTINENT PORTIONS 
OF DOCKETS G—-2331 AND G—-2367 


I. Introduction 


In the above-entitled Dockets Tennessee Gas Transmission Com- 
pany (Tennessee) and Transcontinental Gas Pipe Line Corporation 
(Transco) have filed competing applications for certificates of 
public convenience and necessity to serve the following quantities 
of firm gas to the following customer companies, Tennessee’s pro- 
posal being coupled with an option in the customer companies to 
purchase the quantities of “storage option” gas shown in the follow- 
ing table: 





| Tennessee (15.025) | Transcon- 
' 





tinental 
| (14.7) 
| Firm | Storage | 

| option Firm 
SPORE Si hid cd boums cde ile tts) “We Te ee dict ah adele | 1, 000 
Brooklyn Union.- eee ae en eee 25,000 | 25,000 | 25, 553 
Consolidated Edison......--........................ nb beet | 30,000 | 30, 000 30, 663 
Kings County. ............. : ca ie iol te de eet baa mcr ae | 500 
Long Island__-_. 4 ‘ ae gait TET eS ee ee are eee: | 5, 000 | 5, 000 | 5, 111 
Public Service of New Jersey. ......._...__. Ee SP OTE CT A" 30, 000 30, 000 30, 663 
SN Ie Miah h a he Ls nae Sal 90, 000 90, 000 93, 490 


In accordance with Section 1.18 of the Commission’s Rules of 
Practice and Procedure, several conferences looking toward resolv- 
ing the conflicts presented by the competing applications of Tennes- 
see and Transcontinental have been held in the office of the General 
Counsel of the Federal Power Commission. 

In the course of the settlement conferences, Public Service Electric 
and Gas Company of New Jersey (Public Service) indicated its 
need and desire to purchase 50,000 Mcf of firm gas per day instead 
of the 30,000 Mcf of firm gas per day heretofore proposed to be 
served to it by each of the competing Applicants. 

As a result of these conferences, the undersigned have agreed 
upon the settlement hereinafter set forth; which they believe is in 
the public interest; and which they respectfully submit for the 
Commission’s consideration and approval. 

468918—61——36 
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I. 


Tennessee and Transco will sell and deliver, respectively, to the 
following customer companies the following quantities of firm gas 
per day, and Tennessee will keep open or make available options 
for the sale and delivery of the following quantities of storage gas 
per day, and said named customer companies will purchase said 
quantities of firm gas: 


Tennessee (15.025) Transconti- 
nental 


Firm | Storage 

















| 

| | option Firm 

| 

| | 
I: ek hee pee ee Ei hil el a 1,000 (14.7) 
IIR ne oc einaeannee Oeics 20, 000 25,000 | 5,000 (15.025) 
NI 2 2 os ov sakes nai neteteienmansene 25, 000 30, 000 5,000 (15.025) 
Kings County -- eantebatimnnaetaiteen 500 (14.7) 
es 0 


os 0} 5,000 
PUD WONT. oan vice we cedncncs 


30,000 | 25,000 (15. 025) 





III. Transfer of Rights-of-Way 


Transco agrees to sell and Tennessee agrees to purchase Transco’s 
right, title and interest in the rights-of-way acquired by Transco 
from Westchester County, New York, in connection with Transco’s 
proposal, in Docket No. G—1277, to serve gas at Greenwich, Con- 
necticut, to Northeastern Gas Transmission Company, provided any 
necessary consent to such transfer is obtained from said County, and 
provided further that the rights and obligations of Transco in 
respect of such rights-of-way are assumed by Tennessee. 

Tennessee shall also have the option to acquire Transco’s right, 
title and interest in the private rights-of-way acquired by Transco 
in connection with its said proposal to serve gas at Greenwich, Con- 
necticut, located in the State of New York and Bergen County, New 
Jersey (except such portion thereof in New Jersey as may be desired 
by Transco for its own pipeline purposes). 

Tennessee agrees to pay to Transco for rights-of-way acquired 
hereunder, the actual consideration paid by Transco for the rights- 
of-way thus purchased by Tennessee, plus direct acquisition costs, 
such as surveying costs and legal expenses directly applicable 
thereto, but not including overheads capitalized or interest during 
construction. 

The acquisition by Tennessee of any rights-of-way over lands 
owned in fee by Transco will be the subject of further negotiations. 


IV. Construction of Facilities 


Transco will construct a 24-inch pipe line extending from a point 
to be agreed upon, located on Tennessee’s proposed Hebron-Green- 
wich line, to a point of connection with Transco’s existing 30-inch 
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pipe line in the vicinity of Paramus, N. J. Said 24-inch line will 
hereinafter be referred to as the Tennessee-Transco Interconnection. 
Tennessee will not construct the lateral proposed in its applica- 
tion in Docket G—2331, extending from a point on its proposed 
Hebron-Greenwich line to a point at or near Harrison, N. J. 


V. Transportation Arrangements 


Transco will transport through the Tennessee-Transco Intercon- 
nection up to 25,000 Mcf of firm pipeline gas per day and up to 
30,000 Mcf of storage gas per day for the account of Tennessee for 


delivery to Public Service. 


Transco will transport through its presently existing 10-inch 
lateral line to the Paterson Works of Public Service such of the 
aforesaid quantities of gas as Public Service may be able to utilize 
for service through its said Paterson Works. The balance of such 
gas transported through the Tennessee-Transco Interconnection will 
be transported by Transco through its existing 30-inch line referred 
to above to such other points of delivery desired by Public Service 


as Transco is delivering its own gas to Public Service. 


In connection with the foregoing, it is the expectation of the 
parties that within a period of five years the load of Public Service 
in the vicinity of Paterson, New Jersey, will absorb the entire 
amount of the aforementioned quantities of gas transported by 


Transco through the Tennessee-Transco Interconnection. 


However, 


in the event that this expectation is not realized, Transco agrees 
that that portion of the aforementioned volume of gas which is not 
used by Public Service in its Paterson Works will continue to be 
transported by Transco through its presently existing facilities 
until such time as such gas transported by Transco through the 
Tennessee-Transco Interconnection is entirely absorbed by Public 
Service in its Paterson Works. Transco shall not be required to 
transport gas through its 30-inch line south of Paramus as outlined 
above if such transportation results in Public Service taking less 


than 100 per cent contract quantities from Transco. 


Tennessee shall pay to Transco for the transportation service 
hereinabove referred to the sum of Two Hundred Thousand Dollars 
($200,000) per annum, payable in equal monthly installments, or 
such other rate as may be fixed and determined by the Federal 


Power Commission. 


VI. Additional Use of Tennessee-Transco Interconnection 


In the event Tennessee shall hereafter be authorized to serve added 
quantities of gas to Public Service, Transco will transport such 


added quantities through the Tennessee-Transco Interconnection up 
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to the maximum unused capabilities of such interconnection for the 
account of Tennessee and for delivery to Public Service at point 
or points on such interconnection or at point or points on Transco’s 
10-inch lateral from Paramus, New Jersey, to Public Service’s 
Paterson plant to be agreed upon. In such event the transporta- 
tion charge shall be commensurately increased subject to the reg- 
ulation of such charge by the Federal Power Commission. 

It is understood that Transco is not hereby agreeing to transport 
any part of such added quantities of gas (above the 55,000 Mcf 
mentioned in Paragraph V above) over any of its facilities other 
than the Tennessee-Transco Interconnection and the 10-inch lateral 
referred to above. 


VII. Emergency Use of Interconnection 


In the event of an emergency on the system of either Tennessee 
or Transco, it is understood the Tennessee-Transco Interconnection, 
together with such other facilities of such companies as may be 
available for the purpose, will be used for such emergency service 
as the party not having the emergency may be able to furnish. 


VIII. Miscellaneous 


(A) In agreeing to this proposed settlement, Consolidated Edison, 
Brooklyn Union, Long Island and Public Service, being engaged 
as public utilities in the distribution of gas, hereby expressly re- 
serve the right (which Tennessee and Transco hereby expressly rec- 
ognize) to contract and purchase additional supplies of natural gas 
to meet their increased requirements in the future from such pipe- 
line supplier or suppliers as can best provide such additional nat- 
ural gas. 

(B) The parties hereto agree to cooperate in every reasonable 
and lawful manner to effectuate prompt disposition of the applica- 
tion for certificate of public convenience and necessity which was 
filed by Transco on October 6, 1954. 

(C) The parties have agreed to this proposed settlement only on 
the basis that it will be considered and approved by the Commission 
in its entirety and no portion of this settlement is separable from 
the whole. In the event this proposed settlement is not approved 
in its entirety, no provision hereof shall be used for any purpose 
and the rights of the parties to this proposed settlement shall not be 
affected in any way. 

(D) The undersigned representatives of Tennessee, Transco, Con- 
solidated Edison, Brooklyn Union, Long Island and Public Service 
hereby represent to the Commission and to each other that they have 
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full authority from their principals to agree to this proposed settle- 
ment. 

(E) The undersigned agree that they will take whatever steps 
may be necessary or appropriate in order to effectuate the terms of 
this agreement. 

Signed this 14 day of October, 1954. 


TENNESSEE Gas TRANSMISSION CorpP., 
By N. W. Freeman, Vice President. 
TRANSCONTINENTAL Gas Pire Line Corp., 
By Tom P. Waker, President. 
ConsoLipaTeD Epison Co. or N. Y., Ine., 
By Lesorur, Lams & Lery 
Arvin E. Upton 
Attorneys for Consolidated Edison Company of N. Y., Ine. 
Tue Brooxtyn Unton Gas Company, 
By Cutten & DyKmMan 
Epwin F. Roussein 
Attorneys for The Brooklyn Union Gas Company. 
Pusuic Service Execrric anp Gas Co., 
By J. Harry Mutuern, Attorney. 
Lone Istanp Licutrna Company, 
By Francis J. Toumser, Asst. Secty. 





INTERMEDIATE DECISIONS 
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IN THE MATTER OF 


APPALACHIAN ELECTRIC POWER COMPANY 


Determination of Actual Legitimate Original Cost 
Project No. 739 
September 8, 1953* 
Syllabus 


1. Claimed cost of litigation, incurred in an unsuccessful effort to defeat Com- 
mission licensing jurisdiction, does not constitute part of the actual legitimate 
original cost of constructing the project. P. 539. 

2. Tax ruling by Bureau of Internal Revenue is not binding on the Commission 
in making its determination of the actual legitimate original cost of this 
project. P. 542. 

8. Commission determines the actual legitimate original cost of Appalachian 
Electric Power Company’s project. P. 544. 

Raymond T. Jackson, Herbert B. Cohn, and Alexander H. Hadden for Ap- 
palachian Electric Power Co. 

Howard EH. Wahrenbrock, Reuben Goldberg, Francis R. Bell, and Theodore 
French for the staff of the Federal Power Commission. 

Hatt, Presiding Examiner: This case involves the determination, under 
Section 4(b) of the Federal Power Act, of the actual legitimate original cost of 
the hydroelectric development licensed by the Commission as Project No. 739, 
Appalachian Electric Power Company, Licensee. The determination is to be 
made as of December 31, 1946. 

Of the claimed project cost of $10,229,708.74,7 only one item, ie., an amount 
of $524,002.47,° is in dispute. The disputed item represents litigation costs, 
including applicable interest during construction, incurred by the Licensee from 
1931 through 1940 in unsuccessfully challenging the Commission’s jurisdiction 
to require a standard form license for the project. Such challenge took place 
after the Commission issued its order of April 3, 19381 (In the Matter of Appa- 
lachian Electric Power Co., 1 F.P.C. 3), directing the Licensee not to proceed 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued February 11, 1954, infra, p. 545. 

Eprror’s Note: Reversed 218 F. 2d 773 (CA 4, 1955). 

1 Project No. 739 is located in and along the New River near Radford, Virginia. The 
license therefor was issued on June 11, 1943, effective July 1, 1931, after extended pro- 
ceedings before the Commission and the courts 

2The amount of $10,229,708.74 is the claimed cost as of December 31, 1946, as reflected 
in Licensee’s revised statement filed March 2, 1950, in the amount of $10,231,045.74, less 
$1,337.00 stipulated to have been erroneously included therein. According to the stipula- 
tion, the revised statement is to be considered and treated, without formal amendment, 
as having been amended to correct the error of $1,337.00. 

In addition to the amount of $524,002.47 which Licensee contends should be capitalized, 
it spent $205,445.57 subsequent to December 31, 1940, in connection with (1) the litiga- 
tion involved ($177,795.64) and (2) the issuance of the license $27,649.93). By order of 
the Commission dated December 2, 1952, the record was reopened for the sole purpose 
of incorporating therein evidence showing the tax treatment of a portion of the amount 
of $205,445.57 “without in any way enlarging or altering the claims or issues” (see pp. 
542-543, infra). 
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with construction until it had accepted a standard license required by the Act 
for major hydroelectric projects such as Project No. 739. 

The accounting report prepared by the Commission staff, embodying the re- 
sults of a field examination of the claimed cost and recommending the allow- 
ance of $9,644,927.15 and the disallowance of $586,118.59, was served upon and 
protested by the Licensee. Thereafter the amount in dispute was reduced to 
$524,002.47, namely, the claimed litigation costs and applicable interest, on 
which hearings were held and detailed briefs filed. 

The litigation was comprised of two suits, the first being brought by the 
Licensee in 1931 and the second by the United States in 1935: 

(1) Appalachian Electric Power Co. v. Smith, et al., 4 F. Supp. 3; 4 F. Supp. 
6; 67 F. 2d 451; cert. den. 291 U.S. 674 (the Smith case), filed by the Licensee 
on June 8, 1931, against the commissioners of the Federal Power Commission 
(not in their official capacity but as individuals) to (a) remove a cloud on title 
to its property alleged to have been cast by the Commission’s order of April 
3, 1931, directing the Licensee not to proceed with the construction of the project 
without a standard license, and (b) to enjoin the commissioners from inter- 
fering with construction. On September 4, 1931, the District Court denied a 
motion to quash service of process. Thereafter the District Court sustained the 
Commission and dismissed the complaint on the merits. The Circuit Court of 
Appeals, however, without passing on the merits, reversed the decision of the 
District Court for lack of jurisdiction and remanded with instructions to dis- 
miss. Certiorari was denied on February 19, 1934. 

(2) United States v. Appalachian Electric Power Co., 23 F. Supp. 83; 107 
F. 2d 769; 311 U.S. 377 (the Government case), brought by the United States 
on May 6, 1935, after commencement of construction, to compel the Licensee to 
accept the standard form license as required by the Act or remove the project as 
an obstruction. Following an extended trial the District Court dismissed the 
ease. The Circuit Court of Appeals affirmed. The Supreme Court, however, 
in its opinion handed down December 16, 1940, upheld not only the Commission's 
determination, as reflected in its resolution of October 12, 1932, that the New 
River constitutes navigable waters of the United States within the meaning 
of that term as defined in Section 3(8) of the Federal Power Act,° but approved 


#On August 24, 1944, the License filed its claimed cost statement for the project in 
the amount of $10,725,721.15 as of June 30, 1944, amended to $10,734,587.00 as of 
December 31, 1946. After a field examination of the project and Licensee’s records with 
respect to the cost claimed and conferences between Licensee’s representatives and the 
staff, the Licensee agreed to the elimination from its claim of items and amounts aggregat- 
ing $503,541.46, of which $268,470.32 represents the cost of constructing a switching 
station located outside the project boundary. Licensee’s claims was thereby reduced 
to $10,231,045.74, as of December 31, 1946. A revised claimed cost statement reflecting 
that amount was filed March 2, 1950. 

The staff’s accounting report recommended elimination of amounts aggregating 
$586,118.59 from the revised claim of $10,231,045.74. Thereafter it was stipulated 
that $1,337.00 of the questioned amount was erroneously claimed (see n. 2, p. 529, supra). 
and the staff withdrew its objection to items aggregating $60,779.12 relating to the 
acquisition of land, proceedings before the Commission, and obtaining a license from the 
State of Virginia. The claimed cost was thus reduced to $10,229,708.74, with the amount 
remaining in dispute being $524,002.47. 

5 While actual navigation on a stream may be sufficient to sustain a finding of nav- 
igability, the Supreme Court’s decision in the Government case made it clear that suit- 
ability for navigation may also suffice for a finding of navigability. ‘Congress has 
recognized this § 3 of the Water Power Act by defining ‘navigable waters’ as those ‘which 
either in their natural or improved condition’ are used or suitable for use. * * * The 
power of Congress over commerce is not to be hampered because of the necessity for 
reasonable improvements to make an interstate waterway available for traffic.” (311 
U.S. at pp. 407-408). 
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the broad concept and purposes of the statute and the provisions of standard 
licenses granted thereunder. Accordingly, the Court remanded the case “to the 
District Court with instructions to enter an order enjoining the construction, 
maintenance or operation of the * * *project otherwise than under a license, 
accepted by the respondent within a reasonable time, substantially in the form 
tendered respondent by the Federal Power Commission on or about May 5, 1931, 
or, in the alternative, as prayed in the bill”, i.e., a mandatory order of removal ® 
(311 U.S. at p. 429). On June 11, 1943, a standard license, effective as of July 
1, 1931, was issued to and accepted by the Licensee. 

Of the $524,002.47 here in dispute, $177,613.01 (plus applicable portion of the 
interest claim of $40,384.26) represents litigation costs incurred in connection 
with the Smith case. The balance ($306,005.20 plus interest) was expended in 
connection with the Government case. 


QUESTION PRESENTED 


The question presented for decision is whether the claimed cost of the litiga- 
tion, incurred in an unsuccessful effort to defeat the licensing jurisdiction of 
the Commission, constitutes part of the actual legitimate original cost of 
constructing the project, as contended by the Licensee, or a loss chargeable to 
surplus, as claimed by the Commission staff. 


BACKGROUND OF LITIGATION 


Investigation and acquisition of lands and rights for the potential develop- 
ment of the project were initiated by a predecessor of the Licensee in 1908, with 
substantial acreage having been acquired by the time The Federal Water Power 
Act (41 Stat. 1063) became law on June 10, 1920." 

Enactment of The Federal Water Power Act followed a decade of controversy 
waged both in and out of Congress over a national policy with respect to the 
use and development of water power under Federal control. This policy making 
Act created the Commission to license,’ regulate and control the construction 
and operation of hydroelectric projects; limited the duration of licenses to not 
more than fifty years; required that licenses be conditioned upon the acceptance 
by licensee of all the terms and conditions of the Act; and reserved to the United 
States the right to recapture at the end of the lease period.’ In short, the 
statute proceeded ‘on the theory of private development with ultimate public 
ownership possible” (S. Rep. No. 180, 66th Cong., Ist Sess., p. 3). 

While prescribing the method of obtaining a license from the Commission, the 
Act did. not require anyone desiring to construct a project on a stream subject 


*The project was substantially completed, and was placed in operation, in 1939. Cap- 
italization of interest and taxes ceased as of July 31, 1939. 

7By Title II of the Public Utility Act of 1935 (49 Stat. 838) The Federal Water 
Power Act of 1920, as amended, was made Part I of the Federal Power Act. 

8 Section 4(d) of The Federal Water Power Act provided for the licensing of hydro- 
electric projects on or in “navigable waters of the United States” (within the meaning 
of that term as defined in Section 3(8)) and in “public lands and reservations of the 
United States”. Section 23 provided for the licensing of projects on nonnavigable streams 
over which Congress has jurisdiction under its authority to regulate commerce (not in 
any public lands or reservations of the United States), if the person desiring to con- 
struct the project filed a declaration of intention and the Commission, after investigation, 
found that the project would affect “‘the interests of interstate or foreign commerce.” 

®Upon expiration of the license period the Government has the option of (1) taking 
over the project upon the payment of net investment not to exceed fair value, plus 
reasonable severance damages; (2) issuing a new license to the original licensee; or 
(3) granting a new license to a new licensee (Sec. 15). 

©The Act did, however, give preference to non-Federal public bodies in the issuance 
of licenses. 
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to Federal control to apply for and accept a license. However, if a person pro- 
ceeded without accepting a license, as the Licensee did here, he did so at the risk 
of having later to take out a license or be compelled to remove the constructed 
project. 

By Section 23 of the statute Congress, desiring to assist those in doubt, pre- 
scribed how it might be determined in advance of construction whether a pro- 
posed project on a nonnavigable stream was within reach of the Act. Under 
that section, as pointed out by the Supreme Court in the Government case 
(311 U.S. at p. 399), “persons intending to construct a dam in a nonnavigable 
stream may file a declaration of intention with the Commission. If after inves- 
tigation the Commission finds that the interests of interstate or foreign com- 
merce will not be affected, permission shall be granted for the construction. 
Otherwise construction cannot go forward without a license.’™ 

On June 25, 1925, New River Development Company,” predecessor in interest 
of the Licensee, (a) voluntarily invoked the jurisdiction of the Commission 
under Section 23 of the Act by filing a declaration of intention to construct 
the project on the New River, such stream being therein described as a non- 
navigable tributary of the navigable Kanawha River; (b) requested the Com- 
mission to determine whether the proposed project would “affect the interests 
of interstate or foreign commerce”; and (c) stated that if the Commission 
should so find, declarant, upon being advised to that effect, would consider 
whether to apply for a license. 

Before the Commission (then composed of the Secretaries of War, Interior 
and Agriculture) issued its order of June 1, 1927, finding that New River was 
not “navigable waters” within the definition of Section 3 of the Act, but that 
(under Section 23) the “interests of interstate or foreign commerce would be 
affected” by the proposed construction (referring to the effect of the project 
on the navigable capacity of the Kanawha River), New River Development 
Company, with the consent of the Commission, assigned its declaration of inten- 
tion to the Licensee and the latter was substituted as the declarant in the 
proceeding and filed an application for a license.” 

Proceedings Before Commission. A description of the extended proceedings 
before and action by the Commission on the declaration of intention and appli- 
eation for license (covering the period 1925-1931) is succinctly set forth in the 
following excerpt from the Supreme Court’s opinion in the Government case 
(311 U.S. at pp. 399-401), the statements therein being in accord with the facts 
of record: 


The * * * New River Development Company * * * filed its declaration 


of intention * * * on June 25, 1925. The Commission requested a report 
from General Harry Taylor, then Chief of Engineers of the War Depart- 
ment. He first reported that the river was navigable, and also that while 


The filing of a declaration of intention under Section 23 of The Federal Water 
Power Act was discretionary on the part of the person contemplating the construction 
of a hydroelectric project. However, as amended in 1935, Section 23 made the filing 
of a declaration of intention mandatory. 

1% Prior to 1925 title to the project properties theretofore acquired, together with the 
results of engineering investigations made, became vested in New River Development 
Company. 

13 During a period ending in April 1926, American Gas & Electric Company acquired 
control of several relatively small operating companies, of one of which New River 
Development Company was a wholly owned subsidiary, and caused the companies so 
acquired to be consolidated into Licensee, a newly created subsidiary of American Gas & 
Electric Company formed for that purpose. In that process, title to the project prop- 
erties of New River Development Company and the results of engineering investigations 
theretofore made became vested in the Licensee. 
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the water flow from the dam, if not properly regulated, could have an 
adverse effect on navigation during low water stages in the Kanawha River 
(of which the New was one of the principal tributaries), such possible 
adverse effect would not warrant refusing a license to construct the dam 
if control were maintained by the United States. On review at the Com- 
mission’s request, however, General Taylor rendered a second report, con- 
cluding that the New River in its present condition was not navigable and 
that navigation on the Kanawha would not be adversely affected by the 
proposed power development. On March 2, 1926, the Commission held a 
hearing on the declaration; the only evidence then submitted was General 
Taylor’s second report. 

Respondent, the Appalachian Electric Power Company, took an assign- 
ment of the declaration of intention on August 30, 1926, and several days 
later filed an application for a license on the Commission’s suggestion that 
this would expedite matters and could be withdrawn if it later developed 
that no federal license was required. In October, the district engineer of 
the War Department held a public hearing at Radford. On June 1, 1927, 
the Commission made a finding that the New River was not “navigable 
waters” within the definition of §3 of the Federal Power Act of 1920 but 
that (under § 23 of the Act) the project would affect the interests of inter- 
state and foreign commerce. On July 1, 1927, the Commission tendered a 
standard form license, which the respondent refused, in April, 1928, prin- 
cipally on the ground that the conditions—especially those concerning rates, 
accounts and eventual acquisition—were unrelated to navigation. In Feb- 
ruary, 1930, respondent reiterated that its project was not within the Com- 
mission's jurisdiction, but nevertheless offered to accept a “minor-part” 
license * containing only such conditions as would protect the interests of 
the United States in navigation. In September, 1930, Attorney General 
Mitchell advised the Commission that it could properly issue such a minor- 
part license ;* the question submitted by the Commission had stated that 
the New River was neither navigated nor navigable in fact. On November 
25, the Commission “declined to take action on the application favorable 
or adverse,” on the ground that a court adjudication was desirable. After 
the establishment of the Commission as the independent agency,® it held 
another hearing in February, 1931; in April it denied the application for 
a minor-part license, directed that the respondent be tendered a standard 
form license under the Act, and ordered it not to proceed without such a 
license. A minority of the Commission then favored a finding that the 
New River was navigable; the majority, however, thought that question 
was for the courts and that the Commission’s jurisdiction was properly 
based on § 23 of the Federal Water Power Act. 


®§ 10(i). 

#36 Op. A. G. 355. 

5 Originally it consisted of three cabinet officers, ex officio: the Secretaries of War, 
Interior, and Agriculture. By 46 Stat. 797 it was reorganized into an independent 


Commission with five members. The new Commission began to function on December 
22, 1930. 


It is of interest to point out here that the question which the Commission 
was leaving to the courts, namely, the navigability of the New River, was not 
the question presented in the Smith case brought by the Licensee on June 8, 
1931, for the Commission then based its jurisdiction on Section 23 and the 
effect of the project on the navigability of the Kanawha River. 
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It may also be noted parenthetically that the action taken by the Commission 
on the declaration of intention and the application for license did not deprive 
the Licensee of a right to construct and operate the project, or constitute a bar 
to such construction and operation, but merely required that, as a condition 
of construction and operation, it accept the standard license required by the 
Act for a major project such as Project No. 739. 


THE LITIGATION 


Following issuance of the Commission’s order of April 3, 1931, directing the 
Licensee not to proceed with construction until it had accepted a standard 
license, the Licensee sued the members of the Commission to enjoin the enforce- 
ment of the provisions of The Federal Water Power Act with respect to the 
project (the Smith case). On September 4, 1931, the District Court denied a 
motion to quash service (4 F. Supp. 3). On March 29, 1933, the District Court 
dismissed the complaint on the merits (4 F. Supp. 6). The Licensee appealed 
and the Circuit Court of Appeals, without passing on the merits, dismissed the 
case for lack of jurisdiction, stating in part (67 F. 2d 451, 457): 

What is really sought in the suit before us is, not restraint of the de- 
fendants or removal of cloud from title, but a declaratory judgment as to 
the meaning and constitutionality of certain sections of the Federal Water 
Power Act and the validity of orders of the Federal Power Commission 
purporting to be entered under them, a judgment which could grant no 
relief against any defendant before the court. We are without jurisdiction 
in such case, not only because we cannot try the rights of the United States 
“behind its back” * * *, but also because we are without power to render 
a mere declaratory judgment. * * * 

We think the court below was in error, therefore, in taking jurisdiction 
of the cause and rendering a decree on the merits. * * * 

Certiorari was denied on February 19, 1934 (291 U. S. 674). The Smith case 
was thereby terminated without a judicial interpretation having been obtained 
by the Licensee on appeal justifying or supporting its view as to (a) the 
constitutionality of Section 23, relating to projects constructed on nonnavigable 
streams, and (b) the conditions of the Act pertaining to accounts, control of 
operations, rates, recapture, etc., carried over into standard form licenses which 
Congress empowered the Commission to issue, the avoidance of which gave 
promise of future benefits to the Licensee. 

Through the years the Licensee had continued its activities looking to the 
development of the project site, and on June 12, 1934, after termination of the 
Smith case, its Board of Directors passed a resolution reciting that the attempt 
made in the Smith case to have any possible right of the Commission and the 
Government of the United States in the project judicially determined had been 
“frustrated and a determination on the merits prevented”; that more than 
$1,500,000 * had been spent on the project “in the acquisition of lands and flow- 
age rights and * * * in investigations of dam and reservoir sites, surveys, 
highway and railroad construction work and other construction work, solely 
useful and valuable to it for the purpose of constructing a hydroelectric develop- 
ment”; that the company had again been advised that the Federal Government 
had no power to compel it to take out a standard license; and that “the heavy 
investment already made * * * and the results of its construction work to date 





4 According to the testimony of witness Claytor, Licensee’s Vice President, approx- 
imately $1,700,000 had been spent on the project as of the time the Licensee acquired 
the project site in 1926. 
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have been lying idle and the orderly development of the Company’s business now 
requires the completion of this hydroelectric plant”. Accordingly, the resolution 
directed Licensee’s officers “to resume construction and to continue to construct 
and * * * to operate” the project “unless and until lawfully compelled to desist 
therefrom by the order of a competent court.” 

Copies of the foregoing resolution were forwarded to the Commission and to 
the Secretary of War in the hope that they would regard it as an adequate 
basis for instituting court action leading to a judicial interpretation of the 
Act. But the Commission, instead of treating the resolution as a threat of 
violation and promptly instituting litigation, took no action until after No- 
vember 1, 1934, at which time the Licensee began physical construction of the 
project on a small scale—being limited to a temporary cofferdam on one side 
of New River.” When the cofferdam was completed in May 1935, construction 
practically ceased until the major contracts for equipment, etc., were let in 
1937. Construction then went forward at a rapid pace, being substantially 
completed by July 31, 1939. 

Not until March 1935, when the fact of Licensee’s violation was clearly 
apparent, did the Commission request the Attorney General to bring suit. This 
he did on May 6, 1935 (the Government case). 

Before proceeding further it should be observed that while the Smith case 
was pending before the courts, the new Commission, on October 12, 1932, upon 
reexamining the question of navizability, reversed the finding of the cabinet 
Commission that the New River was nonnavigable and adopted a resolution 
in which it found that “New River from the mouth of Wilson creek, Virginia, 
north, is navigable waters within the definition thereof, as set forth in Section 
3 of the Federal Water Power Act.” 

The Government case brought by the Attorney General on May 6, 1935, was 
for the purpose of enjoining construction and operation of the project without 
the acceptance of the license which the Commission had tendered or, in the 
alternative, to require removal of all structures located within the limits of 
New River. Following an extended trial the District Court ruled that the 
New River is not navigable; dismissed the bill of complaint: and denied the 
injunction sought (23 F. Supp. 83). The Government appealed and the Circuit 
Court of Appeals, one Judge dissenting, affirmed (107 F. 2d 769). The Supreme 
Court granted certiorari and on December 16, 1940, with two Justices dissenting, 
held New River navigable in the section of the river in which the project was 
located, and also held valid the provisions of the Commission’s standard form 
license (311 U. S. 377). The District Court was therefore instructed to enjoin 
operation of the project otherwise than under a standard license substantially 
in the form tendered by the Commission on or about May 5, 1931, or, in the alter- 
native, issue a mandatory order of removal. In so doing the Supreme Court 
stated in part (311 U. 8S. at pp. 419, 427-428) : 

* * * The determination that the New River is navigable eliminates from 
this case issues which may arise only where the river involved is non- 
navigable. But even accepting the navigability of the New River, the 
respondent urges that certain provisions of the license, which seek to control 
affairs of the licensee, are unconnected with navigation and are beyond 
the power of the Commission, indeed beyond the constitutional power of 


Congress to authorize. 





The District Army Engineer was notified of the commencement of construction and 
requested to report that fact through official channels. 
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* * * There is no contention that the provisions of the license are not 
authorized by the statute. * * * 

* * a - ca * * 

* * * The license conditions to which objection is made have an obvious 
relationship to the exercise of the commerce power. Even if there were no 
relationship the plenary power of Congress over navigable waters would 
empower it to deny the privilege of constructing an obstruction to those 
waters. It may likewise grant the privilege on terms. It is no objection 
to the terms and to the exertion of the power that “its exercise is attended 
by the same incidents which attend the exercise of the policy power of the 
states.” The Congressional authority under the commerce clause is com- 
plete unless limited by the Fifth Amendment. 

* * * We assume without deciding that by compulsion of the method of 
acquisition provided in § 14 of the Power Act and the tendered license, these 
riparian rights may pass to the United States for less than their value. In 
our view this “is the price which [respondents] must pay to secure the 
right to maintain their dam.” * * * 


A fact to be noted here is that the Licensee’s controlling objection to a 
standard form license was to the recapture provision of Section 14 of the Act, 
it being of the opinion that under that section it could never recover the value 
of its investment by exhausting the project’s useful life, and that should the Gov- 
ernment exercise its option to recapture the project after the fifty-year license 
period, the dollars it would then receive (representing the remaining net invest- 
ment) would be worth less than those originally invested.” 

Thus it was that after approximately ten years of litigation and the expend- 
iture of $701,798.11, of which only $524,002.47 is now claimed as part of the 
cost of constructing the project (see n. 3, p. 529, supra), the Licensee was re- 
quired by the court action for which it was responsible to accept a standard 
form license which the Commission had tendered to it at the outset without 
cost. 

COST PROVISIONS OF THE ACT 


The responsibility of the Commission in relation to licensed projects does not 
end, but in large measure begins, with the issuance of a license, and its adminis- 
trative jurisdiction continues for the duration of the license period. Continuing 
administrative jurisdiction is made necessary by the fact that the Act provides 
a licensing system designed not merely to safeguard the interest of licensees, 
but likewise to protect the public interest and that of consumer and investor, 
with the overall statutory scheme and the Commission’s regulatory power being 
in large measure hinged on its “actual legitimate original cost’? determinations. 

While the Act expressly reserves to the Commission the right to a determina- 
tion of values, if costs are in excess of such values, “actual legitimate original 
cost”, as adjusted from time to time throughout the term of the license, is made 
the upside limit governing both ultimate recapture and interim regulation, it 
being the basis for fixing interstate rates and rates not regulated by the states 
(Secs. 19, 20) ; for setting up amortization reserves accumulated out of income 


1% As to Licensee’s other objections to a standard license, its witness Scheidenhelm 
testified in part: “I suspect, though I don’t know, that these other objections * * * were 
so minor that it’s not out of the question that they would have been swallowed without 
insisting upon either a waiver or jurisdiction by the Commission or a judicial interpre- 
tation.” 

The provisions of a standard license, of course, placed no different or greater burden 
on this licensee than on any other licensee, nor did the recapture provision in any way 
increase the economic burdens incident to project operation. 
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over a specified rate of return (Sec. 10(d)) ; for expropriation of excess profits 
(Sec. 10(e)) ; for fixing “just and fair compensation” for the use vf projects 
in time of emergency (Sec. 16); and for determining the net investment to be 
paid to licensees upon acquisition of projects by the Government (Sec. 14). 
Such net investment is but actual legitimate original cost extended to the time 
of recapture by the fitting adjustments specified in the Act (Louisville Gas € 
Electric Co. v. F. P. C., 129 F. 2d 126, 133, cert. den. 318 U. S. 761). 

Section 3(13) of the Act defines net investment in a licensed project as being 
“the actual legitimate original cost thereof as defined and interpreted in the 
‘classification of investment in road and equipment of steam roads, issue of 
1914, Interstate Commerce Commission,’ plus similar costs of additions” and 
minus certain deductions. “The term ‘cost’ shall include, insofar as applicable, 
the elements thereof prescribed in said classification”. In this connection, the 
court in Pennsylvania Power & Light Co. v. F. P. C., 1389 F. 2d 445, 449, observed 
that the purpose of the statute in referring to the I. C. C. classification is 
merely— 

* * * to define and classify the elements entering into the cost of road 
and equipment and to prescribe the several general and primary accounts 
in which the costs thus defined and classified were to be entered. * * * 

= £ * * ” * * 

We conclude that the “classification * * * of 1914 * * * to which the 
* * * Act referred as defining and interpreting “actual legitimate cost”, 
* * * does not in fact throw any light upon the meaning intended by Con- 
gress to be given to the qualifying words “actual” and “legitimate” as 
used in the * * * Act, since those words did not appear in the statute under 
which the classification was issued. * * * 

And as the Commission pointed out in Northern States Power Company ( Wis- 
consin), Licensee, 2 F. P. C. 163, 165; 33 P. U. R. (N. S.) 279, 281, the I. C. C. 
classification is to be followed only “insofar as applicable and except as limited 
by the Act”. 

To aid the Commission in its determination of cost, Section 4(b) of the Act 
requires that each licensee “shall * * * file with the Commission * * * a state- 
ment * * * showing the actual legitimate original cost of construction of such 
project * * * .” 

The Act, of course, gives the Commission regulatory and supervisory powers 
over the system of accounting maintained by licensees, and pursuant to that 
authority the Commission prescribed a Uniform System of Accounts for Public 
Utilities and Licensees. The I. C. C. classification was published and promul- 
gated as a part thereof. 

Licensee regards the litigation costs here in issue as indirect costs “incurred 
in connection with the construction of the project as a whole”, and relies upon 
the provisions of the I. C. C. classification designated “III. GENERAL EX- 
PENDITURES” defining indirect costs and their accounting treatment in the 
following terms: 


The primary accounts of this general account are designated to include 
expenditures made in connection with the acquisition and construction of 
original road and equipment * * * when such expenditures can not 
properly be included in any of the foregoing accounts as a part of any 
specific work. When assignable, such expenditures shall be included in 
the cost of the property in connection with which the expenditures occur. 


It also relies upon the provisions of three accounts of the I. C. C. classification, 
ie, “2. LAND FOR TRANSPORTATION PURPOSES”, “71. ORGANIZA- 
468918—61 37 
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TION EXPENSES”, and “73. LAW.” Respecting this, Licensee’s counsel as- 
sert that “whether these expenditures be wholly included in one of these three 
accounts or apportioned among them is merely a matter of accounting 
discretion.” 

CONSIDERATION OF CONTENTIONS 


Staff's contentions.—Staff counsel contend that the litigation costs cannot be 
charged to any of the accounts relied upon by the Licensee unless such costs 
are shown to have been “made in connection with” construction of the project; 
that the expenditures were not so made and therefore must be disallowed as a 
loss to be borne by the Licensee. The following excerpt from their brief is a 
further summary of their position. 

Licensee spent large sums in litigation to avoid having to take a Federal 
license which it deemed onerous to itself. If successful the litigation 
would not have benefitted consumers served by the project, for success 
would not have contributed one iota to the output of the project in their 
service. In Licensee’s own interest it lawfully gambled that success in 
the litigation would justify the half million dollar expenditure here in 
dispute. 

Licensee lost. 

It must take the loss, as it would have taken the winnings. * * * 
Licensee’s attempt to convert its loss into an asset by treating it as a 
capital cost of the kind which consumers must bear therefore not only 
violates sound principles of cost determination but is grossly inequitable. 


Licensee’s contentions.—Licensee’s counsel recognize that, to be allowed as 
part of the actual legitimate original cost of the project, the litigation costs 
here in dispute must be shown to have been “made in connection with” 
construction. As support for their claim that the expenditures should be capital- 
ized they advance four principal contentions: First, it is said that the Licensee 
reasonably believed that both the cabinet Commission and the independent Com- 
mission desired a judicial interpretation of the Act, and desired the Licensee to 
cooperate by obtaining such interpretation. Second, it is argued that the 
project would not have been constructed but for the pendency of the litigation 
assuring an interpretation of the Act. Third, that except for the pendency of 
the litigation in which a judicial interpretation of the Act was assured, opposi- 
tion on the part of Virginia would have made construction under a standard 
license practically, if not legally, impossible. Fourth, that Licensee acted 
reasonably and prudently in making the expenditures. These contentions will 
now be considered. 

(1) The claim that the Licensee reasonably believed that both the old and 
new Commission desired a judicial interpretation of the Act, and desired the 
Licensee to cooperate by obtaining such an interpretation, completely ignores 
the fact that there was no obligation on the Licensee to engage in the litigation 
even if it be assumed that the Commission desired it. Nor could the Licensee 
have been authorized by any act of the Commission to engage in the litigation. 
Moreover, even if it be assumed that the Licensee is correct in its contention, 
it does not follow that costs incurred in the promotion of the administration 
of the Act can be transmuted into costs “made in connection with” construction. 
And, of course, it cannot be presumed that the members of the Commission 
charged with the administration of the Act would encourage the Licensee to 
institute litigation which the latter thought would bring about an end at 
variance with the purpose of the statute. 
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The Commission undoubtedly recognized that its order probably would be 
appealed to the courts, but its action did no more than leave the Licensee free 
to follow its own judgment as to (a) whether it would litigate, or cause to be 
litigated, the issues involved in the Smith and Government cases, and (b) the 
grounds upon which the litigation, if undertaken, would be based. In short, the 
Licensee was left with complete freedom in the conduct of its own affairs, and 
its officials and counsel knew that if they elected to bring suit they ran the risk 
of losing the litigation. 

As for the cabinet Commission (supplanted by the independent Commission 
on December 22, 1930), it need only be pointed out that no litigation was insti- 
tuted while it held office.” The matter was left entirely in the hands of the 
independent Commission to which the Licensee unsuccessfully turned. 

If the Licensee believed that the independent Commission desired its coopera- 
tion in obtaining a judicial interpretation of the Act, the Commission’s prompt 
objection to the jurisdiction of the court in the Smith case demonstrates that 
it was mistaken. Nothing in the Commission’s action in this case remotely 
suggests that it desired Licensee’s cooperation in this respect. For when the 
Commission’s motion to quash service was denied, it moved to dismiss the bill 
of complaint on the grounds, among others, that the court lacked jurisdiction 
over the defendant members of the Commission and that plaintiff having volun- 
tarily applied to the Commission for a determination by the Commission was 
barred from seeking injunctive relief in the courts. On appeal the District 
Court was reversed and the Commission’s motion to dismiss the suit was finally 
upheld on jurisdictional grounds alone (67 F. 2d 451; cert. den. 291 U. S. 674). 

It should also be noted here that by the time the Government case was 
initiated in 1935, a majority of the members of the Commission who took office 
on or about December 22, 1930, had ceased to be members of the Commission. 
If their successors desired a court adjudication, the evidence does not so indi- 
eate. A clear indication that the Commission, insofar as the Government case 
is concerned, was not seeking the Licensee’s cooperation in connection with the 
litigation may be found in the fact that when the Licensee’s Board of Directors 
passed the resolution on June 12, 1934, directing its officers to resume construc- 
tion, and transmitted a copy thereof to the Commission (pp. 534-535, supra), the 
Commission did not immediately initiate litigation, as it would have done if 
the Licensee was correct in its contention, but waited until actual physical 
construction began and the violation of the Act was clearly apparent. 

The action of the Commission in the Smith case must be viewed in the light 
of the fact that its jurisdiction had been voluntarily invoked by the Licensee 
by its filing of the declaration of intention under Section 23; that the meaning 
of the Act was clear to the Commission; that the members of the Commission 
were acting under oath in the discharge of a public duty; and that the Com- 
mission would not have abdicated the duties imposed upon it by Congress. The 
following excerpt from the hearing held February 16 and 17, 1931, points up 
the awareness of two commissioners that the Commission had no alternative 
but to use every effort to enforce what it considered to be the plain and 
unambiguous terms of the Act as applied to projects licensed thereunder: 

Commissioner McNtncn. Mr. Carson, I do not believe it is going to be 
very profitable for us to discuss, but I am just wondering if really your 
complaint is not primarily against Congress for having enacted this act 


7 Before the cabinet Commission was supplanted by the independent Commission, 
representatives of the Licensee conferred with the Department of Justice as to the 


possibility of judicially testing the question of the Commission's authority to require 
a standard license for the project. 
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and set up this agency, rather than against the agency, which is merely 
trying to carry out the duties under the Act? 

Mr. Carson. I think you are representing Congress. 

Commissioner McNIncH. We are in the sense that Congress is the 
representative of the people. 

* 7. aS ” * ” * 

Commissioner GarsauD. Now, when Congress passes legislation and 
appoints an agent to execute and administer that legislation, you probably 
concede that it is the duty of that agency to administer in its best judgment 
the law as passed by Congress, as you would administer the law passed 
by Virginia through its legislative body? 

Mr. Carson. But we don’t admit for one minute that this act authorizes 
you to come on to our non-navigable streams. 

Commissioner GARSAUD. Well, I am not discussing the merits, but your 
answer to Commissioner McNINCH is what prompted my question. You 
said we represented Congress. I take it that we are the administrative 
agent of Congress, sworn to do certain duties, perform certain duties, just 
as you have been sworn in as the official of the State of Virginia. You 
concede that if the State of Virginia by legislative action should order you 
to do something, you would have to carry out the order; now, if Congress, 
wrongfully or rightly, but if Congress passed an act directing and author- 
izing an agency to do certain things, the only thing that agency can do in 
its best judgment is to try to carry out the administrative functions 
assigned to it by Congress. Is that right? 

Mr. Carson. That is absolutely right. This is true, that if they order 
you to do a certain thing, you must try to do it. 


The Commission was fully aware of the fact that there was something at 
stake which transcinded the interest of the Licensee, and that it was its duty 
to keep faith with Congress in the interpretation, execution and enforcement 
of the Act because of policy considerations which were for Congress alone to 
evaluate. The Commission kept that faith, performed its duty, and the Con- 
gressional purpose was not disturbed. 

(2) The claim that the project would not have been constructed but for the 
pendency of the litigation assuring an interpretation of the Act is necessarily 
based upon speculation and conjecture, for it cannot be said with certainty, and 
in the Examiner’s view it would be unreasonable to believe, especially in view 
of the large expenditure of money and effort prior to 1935, that the project 
would never have been constructed without litigation. Further, it is not 
inappropriate to point out that desirable power sites such as the one on which 
this project is located are limited in number and valuable to anyone, including 
the Licensee, needing a supply of electric power. 

The record clearly establishes that the Licensee deliberately planned its 
actions in connection with the Government case so as to make certain that the 
Commission would have no alternative but to bring suit to enjoin construction 
and operation of the project otherwise than under a _ standard license, 
thereby assuring a judicial interpretation of the Act, particularly the provi- 
sions incorporated in standard licenses, which the Licensee desired and hoped 
would be favorable to its contentions. But the Licensee’s strategy and timing 
in this connection cannot be regarded as being tantamount to establishing that 
the project would never have been constructed except for the litigation. 
Respecting this, it is not to be overlooked that the project was economically 
feasible, otherwise the Commission would not have tendered the Licensee a 
standard license; the Licensee would not have brought suit to construct a 
project it did not deem to be feasible; and the State of Virginia would never 
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have granted the permit it issued to the Licensee in 1932. Because the project 
was economically feasible, and in view of the fact that large sums had already 
been spent looking to its ultimate development, to say nothing as to the demand 
for electric power it could and would produce, it is wholly unreasonable to 
assume that the site would have remained undeveloped. But even assuming 
that the Licensee would not have constructed the project without litigation, 
that in no way relates the expenditure here in issue to the construction of the 
project so as to cause it to become part of the actual legitimate cost thereof. 

(3) Licensee next contends that except for the pendency of the litigation in 
which a judicial interpretation of the Act was assured, opposition on the part 
of Virginia would have made construction under a standard license practically, 
if not legally, impossible. As support for this contention Licensee’s counsel 
rely upon views expressed by, or on behalf of, representatives of the State of 
Virginia. Licensee admits, of course, that on October 25, 1932, the State of 
Virginia granted to it a license for the development of the project, but contends 
that such license was revocable by the State.” However, it is not shown how 
acceptance of a Federal license would bring about revocation of the State 
license. Mere opposition on the part of certain Virginia officials is not enough. 
Moreover, the State license was issued under the provisions of Chapter 424, 
Virginia Acts of 1928, as amended by Chapter 346, Acts of 1932. Section 8 of 
that statute provides: 


Nothing contained in this act shall be construed as to interfere with the 
exercise of lawful jurisdiction of the government of the United States, or 
its duly constituted agencies, over the waters of the State as herein defined. 


Furthermore, if what the Licensee was seeking to do was to satisfy the 
State of Virginia, it could have stopped with the District Court’s decision in 
the Smith case (4 F. Supp. 6) sustaining the Commission and dismissing the 
complaint on the merits. Without appeal the court’s decree would have become 
res judicata. 


#8 An invoice transmitted to the licensee by its counsel under date of December 18, 1929, 
for professional services rendered during that year, describes such professional services 
in part as follows: 

Re Convincing Commonwealth of Virginia of advisability of becoming a party to a 
suit against the Federal Power Commission by Appalachian Electric Power Company: 

Numerous conferences * * * regarding advisability of sending a letter to Attorney 
General of Virginia, setting out the facts and legal arguments involved in a suit 
which the Company might bring against the Commission, with the view of inducing 
Virginia to become a party to such a suit to combat the attempted exercise by the 
United States of jurisdiction * * *. 

In prior years representatives of the Licensee had consulted, among others, Hon. Charles 
Evans Hughes, then in private practice, as to a method of judicially testing the pro- 
visions of The Federal Water Power Act as applied to the project. A memorandum of 
conference held in his office on June 14, 1928, reads in part: 

Regarding the question as to whether the Commission would command more 
stringent requirements and conditions in a license in the event that the Company 
should finally be defeated in its suit against the Commission, Judge Hughes felt 
that probably the Commission would be willing to issue the same license as the one 
already tendered. * * * 

The question was then raised as to the State of Virginia becoming a party to the 
suit. * * * He was enthusiastic * * * regarding bringing in the State of Virginia 
as a party complainant or as amicus curiae. 

It appears, therefore, that it may have been this advice received on June 14, 1928, which 
caused other counsel to make the effort reflected in the invoice of December 18, 1929, to 
induce Virginia to become a party to a suit challenging the Commission’s jurisdiction. 
According to the memorandum of conference dated June 14, 1928, the type of litigation 
“which Judge Hughes leans toward” was one seeking “to enjoin the Commission from 
inforcing the penal provisions of the Act against the Company”, and although he “ap- 
peared optimistic as to the chance of victory” he cautioned that no one could predict 
the decision “before the Supreme Court and especially upon a new law which had never 
been before tested.” 
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The fact is that the Licensee had continuously in mind the prospect of defeat- 
ing the licensing jurisdiction of the Commission, it clearly appearing that the 
controlling purpose motivating its action in both the Smith and Government 
cases was the avoidance of rights which Congress deemed that the Government 
and the public should have under a standard form license. 

(4) The short answer to the contention that the litigation costs were reason- 
ably and prudently incurred is that, even though so incurred, they may not be 
capitalized because they are not project costs, but were made for the manage- 
ment’s own purposes other than those related to construction. 


TAX TREATMENT OF COSTS NOT CLAIMED 


As hereinabove pointed out (p. 529, n. 3), in addition to the amonnt of 
$524,002.47 here in issue, it is alleged that the Licensee spent $205,445.57 after 
the Supreme Court’s decision of December 31, 1940, in connection with the 
litigation and the issuance of the license. The amount of $205,445.57 is not, 
however, now claimed as part of the actual legitimate original cost of the 
project. 

Subsequent to the hearing and the closing of the record, the record was 
reopened by order of the Commission, and at Licensee’s request, for the pur- 
pose of incorporating therein additional evidence pertaining to the treatment 
of $177,795.64 of the amount of $205,445.57 for Federal income tax purposes. 
The additional evidence corrects and supplements a stipulation received in 
evidence at the hearing, and was made a part of the record “solely for the 
purpose of showing the tax treatment of the amounts therein referred to and 
without in any way enlarging or altering the claims or issues in the proceed- 
ing as heretofore defined’. Staff counsel, without prejudice to their contention 
that the tax treatment of the amount of $177,795.64 is irrelevant to the issues in 
this proceeding, offered no objection to the inclusion of this evidence for the 
limited purpose indicated in the Commission’s order. 

The additional evidence shows that the Bureau of Internal Revenue recently 
completed an audit of Licensee’s returns for the year 1941 and that it has ruled 
that the amount of $177,795.64 (which the Licensee had for all purposes treated 
as an operating expenditure) was not deductible from Licensee’s gross income 
for the year 1941, but was “legal expense * * * in the year 1941 * * * incurred 
in * * * the acquisition of a license” for Project No. 739, and that for tax pur- 
poses it is to be capitalized as part of the cost of the project. A representative 
of the Licensee asserts that “Upon the advice of Licensee’s tax counsel that 
there was no substantial or tenable ground for contesting the ruling of the 
Bureau of Internal Revenue, Licensee concluded to accept said ruling.” 

The foregoing tax ruling is not, of course, binding upon the Commission in 
making its determination of the actual legitimate original cost of this project, 
nor did it in any way involve a consideration of the cost provisions of the 
Federal Power Act which were inserted therein “in order to furnish adequate 
protection to the government as well as to members of the public served by” 
licensees (Northern States Power Co. v. F. P. C., 118 F. 2d 141, 143). That 
the Commission’s accounting authority may not be affected or constrained by 
the action of other Federal or State agencies is clearly established (Northiest- 
ern Electric Co. v. F. P. C., 321 U. 8. 119; Pacific Power & Light Co. v. F. P. C., 
141 F. 2d 602; Hartford Electric Light Co. v. F. P. C., 131 F. 2d 953, cert. den. 
319 U. S. 741; Alabama Power Co. v. F. P. C., 128 F. 2d 280; Northern States 
Power Co. v. F. P. C., 118 F. 2d 141; Louisville Gas & Electric Co. v. F. P. C., 
129 F. 2d 126, cert. den. 318 U. S. 761; Puget Sound Power & Light Co. v. 
F. P. C., 137 F. 2d 701; Niagara Falls Power Co. v. F. P. C., 137 F. 2d 787, cert. 


den. 320 U. S. 792, 815; Pennsylvania Power & Light Co. v. F. P. C., 139 F. 2d 
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445, cert. den. 321 U. S. 798; California Oregon Power Co. v. F. P. C., 150 F. 2d 
25). In the Alabama Power Company case reported in 128 F. 2d 280, the court, 
in affirming an accounting order of the Commission involving a licensee under 
the Act, stated (pp. 285-286) : 

The language of the statute and the clearly stated powers and duties of 
the Commission leave no doubt that, while a division of authority between 
it and appropriate state agencies is contemplated, so far as concerns regu- 
lation, the Commission is vested with summary and unlimited powers over 
the accounts of its licensees to the extent necessary to insure proper per- 
formance of its duties. * * * 


And in dealing with a prior ruling of the Bureau of Internal Revenue and a 
decision of the New York Commission involved in Opinion No. 237, issued 
October 3, 1952, In the Matter of Niagara Mohawk Power Corporation as suc- 
cessor licensee to The Niagara Falls Power Company, Docket No. E-6264, 
11 F. P. C. 392, the Commission pointed out that “Mohawk gains nothing from 
its reliance on the decisions of the New York Commission and the Bureau of 
Internal Revenue.” The same view must prevail here and for the same reasons. 

While the Examiner is without knowledge of the facts serving as the basis 
for the Bureau of Internal Revenue’s conclusion that the amount of $177,795.64 
was incurred in the “acquisition” of a license for the project, the facts of record 
and hereinabove set forth compel the Examiner to reach a different conclusion. 
For in the Examiner’s view, rather than the amount having been paid in 1941 
in connection with the “acquisition” of the license, it was incurred by the 
Licensee in an unsuccessful effort to free itself from any necessity for acquiring 
alicense. The project had been placed in operation in 1939 and the Commission 
at all times since 1927 had been ready to issue the license without putting the 
Licensee to any litigation expense. 

For the foregoing reasons the tax ruling can be of no assistance to the 
Licensee as to any future claim of the amount of $177,795.64, or in connection 
with its present claim of $524,002.47. 


FINDINGS AND CONCLUSION 


The contentions which Licensee’s counsel advance ignore the basic provi- 
sions and fundamental purpose of the Act under which it involuntarily obtained 
a license for Project No. 739. It cannot fairly be said that the litigation costs 
were “made in connection with” construction. Rather such costs were incurred 
in an effort to benefit the ownership of the project and contributed nothing to 
the construction, operation or maintenance thereof. In making such expendi- 
tures Licensee’s management obviously took a risk in the hope of obtaining 
benefits not permitted by the Act. It lost. Its loss is a loss against which no 
law protects. Licensee’s position is particularly untenable since its license “is 
a gratuity, a privilege from the sovereign, (which) can only be justified on the 
theory of the benefit to inure to the public” (Clarion River Power Co. v. Smith, 
59 F. 2d 861, 863, cert. den. 287 U. S. 639). 

Moreover, it is no objection to the disallowance of the amount of $524,002.47 
to say that the litigation was carried on upon the advice of counsel, in good 
faith and on reasonable grounds; that the Licensee reasonably believed that 
it would win; and that the expenditures are reasonable in amount for the 
service rendered, for since the facts show no reasonable basis for a belief that 
the expenditures were incurred in connection with construction, these factors 
become irrelevant and immaterial. Licensee’s right to litigate is not to be 
construed as an avenue for the capitalization of an amount which had no 
more to do with construction than if it had never been incurred. 
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Accordingly, upon a consideration of all the evidence adduced and the briefs 
and arguments of counsel, as well as upon the preceding portion of this deci- 
sion, it is further found and concluded that: 

(1) The litigation costs of $483,618.21 and related interest during construc- 
tion of $40,384.26, totaling $524,002.47, in dispute, are not a proper part of the 
actual legitimate original cost of Project No. 739 and are disallowed. 

(2) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the amount of $524,002.47 referred to in (1), above, be credited to 
project accounts and charged to Account 271, Earned Surplus, as hereinafter 
ordered. 

(3) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the amount of $503,541.46 eliminated from Licensee’s claimed cost by 
its revised statement filed on March 2, 1950, be credited to the project plant 
accounts and charged to the following accounts, as hereinafter ordered. 
Account 


100.1 Electric Plant In Service—Nonproject___.............. _- $308,076.96 
110 PSD. SIGE, I as cic chescrscenttcsicncsitcttcsttilbliininicialetataaail 35,763.57 
250 Reserve for Depreciation of El. Plant.............________ 1,531.93 
271 I <I iat cis icitecinbiiciinitbninatigitapcdteicinis in ection ls eaten 158,169.00 

OE (ube a iieccicshertep nena net Tale ite alates ctl icmaal 503,541.46 


(4) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the amount of $1,337.00, eliminated from Licensee’s revised state- 
ment of claimed cost filed on March 2, 1950, and comprised of (a) $700.00 for 
legal expenses incurred in connection with financing and $79.92 for related 
interest during construction, and (b) $500.00 for legal expenses for franchise 
in Portsmouth, Ohio, and $57.08 for related interest during construction, be 
eliminated from the project accounts and disposed of by charges to the follow- 
ing accounts, as hereinafter ordered: 


Account 

125 Accounts Receivable (Ohio Power Co.) .-..-..-......---_-__ $ 500.00 

Se Ie ia hi rics cheenctctniiataisacaden ec nitecd steht Seen Mncle thesia indscinaameibadaabiie 837.00 
I « scactesinich ainsi taeda cians inline 1,337.00 


(5) The actual legitimate original cost of Project No. 739, as of Decem- 
ber 31, 1946, is $9,705,706.27, representing the balance of Licensee’s revised 
claimed cost of $10,231,045.74 after elimination of the amounts of $524,002.47 
and $1,337.00 referred to in (1), (2) and (4), above. 


ORDER 


(A) To the extent that it has not already done so, Licensee dispose of the 
amount of $524,002.47, $503,541.46 and $1,337.00 by the transfer of the con- 
stituent amounts thereof to the accounts and in the manner prescribed in 
paragraphs (2), (3) and (4), above. 

(B) The Licensee establish and maintain in its control and detail project 
plant accounts a total debit balance of $9,705,706.27 as of December 31, 1946, 
classified in accordance with the Commission’s uniform system of accounts 
prescribed for public utilities and licensees. 

(C) Within 90 days of the date this order becomes final as the act of the 
Commission, Licensee comply herewith and execute and file with the Commis- 
sion FPC Form No. 7 showing such compliance. 

Francois L. Hatt, 
Presiding Examiner. 
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Order modifying and affirming as modified initial decision 
to determine actual legitimate original cost 


February 11, 1954 


This proceeding comes before us on exceptions to the Presiding Examiner's 
Decision issued September 8, 1953 determining the actual legitimate original 
cost of Appalachian Electric Power Company's Claytor Project (Project No. 
739) and disallowing the expenses of the New River litigation as part of such 
cost. The Licensee has excepted generally to the Decision, including the 
Findings and Order, of the Examiner; the Staff has excepted to the Decision 
only insofar as it did not include certain proposed findings which the Staff 
believes additionally support the result reached by the Examiner. 

The extensive New River litigation (Appalachian Electric Power Co. Vv. 
Smith et al., 4 F. Supp. 3, 6, 67 F. 2d 451, certiorari denied, 291 U. S. 674; 
United States v. Appalachian Electric Power Co., 23 F. Supp. 83, 107 F. 24 
769, 311 U. S. 377), in which the controverted expenses were incurred, arose 
as a result of Appalachian’s efforts to avoid taking a standard form license 
for its Claytor project located near Radford, Virginia, as required by the 
Commission pursuant to its finding of June 1, 1927 and its order of April 3, 
1981 (1 FPC 3). The Licensee sought to avoid taking such a license prin- 
cipally to avoid the rate and recapture provisions based on actual legitimate 
original cost prescribed by the Federal Water Power Act (now Part I of the 
Federal Power Act) for all standard form licenses. It was eventually unsuc- 
cessful in these efforts when the Supreme Court on December 16, 1940, held 
that the New River was a navigable water of the United States. The license 
for the Claytor project was issued June 11, 1943, effective as of July 1, 1931, 
and provides for the determination of the actual legitimate original cost of 
the project in accordance with the Federal Power Act and the Commission’s 
Rules and Regulations. 

The controverted expenses amounted to $661,413.85, of which $177,795.64 
has already been written off to surplus by the Licensee, and the balance, 
$483,618.21, with interest thereon during construction of $40,384.26, or a total 
of $524,002.47, Licensee includes in its claimed cost of $10,229,708.74. The 
Staff objects to the inclusion of the $524,002.47, but there is no dispute as to 
any other items.’ 

We agree with the Examiner’ that the expenditures made for this litigation 
contributed nothing to the licensed project. We recognize that costs of com- 
plying with statutes and regulations which have to be complied with in order 
to bring an operable project into being are part of the cost of that project. 
Accordingly we allow such costs, including costs of obtaining a license from 
this Commission, when they are “actual,” “legitimate,” and “original.” But 
costs of attempts to avoid such compliance, and particularly unsuccessful 
attempts, are a different matter. 


1 Further details with respect to Licensee’s initial claim and adjustments thereto appear 
in the Examiner’s report (see footnotes 2, 3, and 4) and a stipulation dated February 
4, 1952, by the Licensee and Commission Staff, which is hereby approved. 

*The Examiner found that the expenses of $524,002.47 are not a proper part of the 
actual legitimate cost of the project, and that it was reasonable and appropriate that 
such amount be charged to Account 271, Earned Surplus. The Examiner also adopted 
Licensee’s proposed disposition for the amounts of $503,541.46, eliminated by Licensee 
in its Revised Statement filed March 2, 1950, and for the aggregate amount of $1,337.00 
eliminated by the stipulation of February 4, 1952. The Examiner found that the actual 
legitimate original cost of the project, after the elimination of the above amounts, was 
$9,705,706.27 as of December 31, 1946, and ordered their disposition in accordance with 
his findings. 
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Such costs were costs of attempting to achieve an objective which was never 
realized. That objective was to bring into being and operate the physical 
project which was actually constructed, but to do so without its being subject 
to a standard license, so it could be operated free from the restrictions of the 
rate and recapture provisions, based on actual legitimate original cost, which 
the Act makes mandatory for standard licenses. We assume that that objec- 
tive, if realized, would have produced benefits to the company and its investors 
not produced by the licensed project. Those benefits were the object for 
which the company carried on the litigation, made these expenditures. But 
even if we assume, arguendo (and we do not pass on this question), that if 
the litigation had succeeded and as a result the objective had been realized, 
and that these costs might for some purposes be deemed to be properly capi- 
talizable as costs of accomplishing that objective, it does not follow that the 
expenditures are capitalizable as cost of the licensed project we have to con- 
sider. The licensed project presumably cannot produce the benefits to the 
company and its investors for which the expenditures were made. The expend- 
itures contributed nothing to the licensed project, to its capability, its pro- 
ductivity, or its profitableness. 

The expenditures made for this unrealized objective are no more part of 
the cost of the licensed project than the costs disallowed in a previous case 
which were incurred for flow line bands and shoes designed and purchased 
for installation in the project, but which, through a construction engineering 
error, were never incorporated in the project actually built. Cf. Pennsylvania 
P. é L. Co., 3 F. P. C. 89, 116-17, affirmed, 139 F. 2d 445, 452-453 (CA 3), 
certiorari denied, 321 U. 8. 798. 

So also these costs may be regarded as having, if anything, less to do 
with the licensed project than the costs, disallowed in another case, of studies 
made to determine whether to exercise an option to purchase stock in a 
company that owned needed properties where the option was in fact not 
exercised, the properties being subsequently acquired for the project in another 
manner. Cf. Susquehanna Power Company, 4 F. P. C. 74, 111-112, 116-117. 

The same is true of the costs, disallowed in yet another case, of an unsuc- 
cessful defense in an action of ejectment brought against that licensee for 
land which it had later purchased, the purchase price being included in the 
rate base used by the Commission, as part of the actual legitimate original 
cost of the licensed project there involved. Pennsylvania W. & P. Co., 8 FPC 1, 
53, 19, affirmed 193 F. 2d 230, 243 (CADC), affirmed 343 U. S. 414. 

Accordingly we conclude that these expenditures are not part of the actual 
legitimate original cost of the project; also that they were not expenditures 
in connection with the project within the meaning of the Interstate Commerce 
Commission classification of investment referred to in section 3(13) of the 
Act, if and to the extent that is pertinent here. Cf. Pennsylvania P. & LL. Co. 
v. F. P. C., supra, 139 F. 2d at 449; Niagara Falls P. Co. v. F. P. C., 137 F. 2d 
787, 794 (CA 2), certiorari denied, 320 U. S. 792, rehearing denied, 320 U. S. 815. 

In reaching this conclusion we want to emphasize that we do not question 
Appalachian’s right to contest the requirement of a standard form license 
in the courts. Neither do we question that it was reasonable and prudent 
for it to make such expenditures for the benefit of the corporation and its 
investors. The Staff did not controvert Licensee’s claims in this respect, 
the Examiner regarded them as irrelevant, and we are of the same opinion 
in the view we take of the matter. The expenditures may have been reason- 
able and prudent in this sense, but that does not make them costs of the 
licensed project. 
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In the course of his Decision the Examiner points out that evidence of 
mere opposition on the part of officials of the State of Virginia to the 
building of the project under a standard form Federal license is not enough 
to show that Virginia would have made construction impossible except for the 
pendency of the litigation. He refers to the Virginia statute providing for 
the licensing of hydroelectric projects (Chapter 424, Virginia Acts of 1928, 
as amended by Chapter 346, Acts of 1932), which provides in Section 8 that 
nothing therein shall interfere with the exercise of lawful jurisdiction of the 
Government of the United States, or its duly constituted agencies. He refers 
also to the fact that the Licensee had continuously in mind the prospect of 
defeating the licensing jurisdiction of the Commission. To this we may add 
that it clearly appears from the record that possible opposition on the part 
of Virginia was not a factor in inducing these expenditures. Furthermore, 
even if the expenditures on the New River litigation were to be viewed as 
necessary to avoid opposition on the part of Virginia, they were wholly 
unreasonable for that purpose and as such not capitalizable as a legitimate 
cost of the project. 

The Examiner refers in footnote 3 to an amount of $27,649.93 spent by 
Appalachian in connection with the issuance of the license, this being the 
same amount referred to in paragraph (8) of the stipulation of February 4, 
1952, between Licensee and the Staff. Although this amount was not claimed 
by the Licensee as project cost, it was incurred and may properly be con- 
sidered. So considered, we conclude that it is in a different category from 
the expenditures for litigation which we are disallowing. Rather it should 
be classified with the amount of $45,128.21 stipulated as costs of proceedings 
before the Federal Power Commission, the Staff’s objections to which were 
withdrawn. In accordance with Commission precedents and accounting prin- 
ciples, the amount of $27,649.93 should properly be capitalized as a cost of the 
project by an appropriate charge to Account 302, Franchises and Consents. 

The distribution of project cost to primary accounts, as set forth in the 
attached Table A, is in accord with the Staff report (referred to on page — 
of the Examiner’s Decision) on Licensee’s Revised Statement of Cost filed 
March 2, 1950, as modified by the stipulation of February 4, 1952, and by this 
order with respect to the amount of $27,649.93, referred to above. The distri- 
bution is not controverted by the Licensee. 

Upon consideration of the exceptions filed and oral argument thereon, for 
the above reasons and those set forth in the Initial Decision we adopt the 
Decision of the Presiding Examiner as qualified and supplemented by the 
above discussion and our findings and order below. 

The Commission finds: 

(1) It is reasonable and appropriate for the purposes of the Federal Power 
Act that the Initial Decision of the Presiding Examiner be modified and 
supplemented in accordance with the discussion above and these findings and 
order, as modified and supplemented, shall be effective as the decision of the 
Commission as of the date of issuance of this order. 

(2) Paragraphs numbered (1) to (4) of the Examiner’s Findings and Con- 
clusions are hereby adopted. 

(3) The amount of $27,649.93, representing expenses incurred in connection 
with the issuance of license, referred to above, is actual legitimate original 
cost of Project 739, and it is reasonable and appropriate for the purpose of 
the Federal Power Act that such amount be capitalized by an appropriate 
eharge to Account 302, Franchises and Consents. 

(4) In lieu of adopting paragraph numbered (5) of the Examiner’s Find- 
ings and Conclusion it is hereby found as follows: 
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The actual legitimate original cost of Project No. 739 as of December 31, 
1946, is $9,733,356.20 representing Licensee’s revised claimed cost of $10,231,- 
045.74 plus the amount of $27,649.93, referred to in paragraph (3) above 
after elimination of the amounts of $524,002.47 and $1,337 referred to in 
Examiner’s paragraphs (1), (2) and (4) above, which are incorporated herein 
by paragraph (2) above. 

In lieu of the order set forth in the DPxaminer’s Decision, the Commission 
orders: 

(A) The Initial Decision of the Presiding Examiner issued September 8, 
1953, as modified and supplemented herein, is affirmed and adopted and shall 
become effective as the decision of the Commission as of the date of issuance 
of this order. 

(B) Exceptions filed with respect to the Presiding Examiner’s Decision 
which are inconsistent with our action herein be and they hereby are denied. 

(C) To the extent that it has not already done so, Licensee shall dispose 
of the amounts of $524,002.47, $503,541.46 and $1,337.00, hereinbefore referred 
to, by the transfer of the constituent amounts thereof to the accounts and in 
the manner prescribed in numbered paragraphs (2), (8) and (4) of the 
Examiner’s Findings and Conclusion. 

(D) The amount of $27,649.93 referred to in paragraph (3) above shall 
be capitalized by an appropriate charge to Account 302, Franchises and Con- 
sents, and a credit in a like amount to Account 271, Earned Surplus. 

(E) The Licensee, to the extent that it has not already done so, shall estab- 
lish and maintain control and detailed plant accounts showing a total debit 
balance of $9,733,356.20 as of December 31, 1946, classified as shown in the 
attached Table A in accordance with the Commission’s Uniform System of 
Accounts. 

(F) Within 90 days of the date of this order, Licensee shall comply here- 
with and execute and file with the Commission FPC Form No. 7 showing 
such compliance. 


Tas_Le A.—Distribution of allowed costs of project 739 to primary accounts 


! | 
| Cost of initial | Cost of net | Cost of proj- 















































Account | construction as| additions ect No. 739 
of Aug. 1, Aug. 1, as of Dec. 31, 
) 1939 1939 through 1946 
No. iy? 0) Je ee bask wool Dec. 31, 1946 | 
Intangible plant 
302 | Franchises and consents...........................-- $58, 516. 86 $27, 649. 93 | $86, 166. 79 
Production plant (hydraulic) 
| 
$20 | Land end lend rights...................-<...-.....-- 1, 607, 794. 64 4,101.62 | 1,611, 896. 26 
321 | Structures and improvements. -.......- . 473, 481. 97 3, 094. 71 | 476, 576. 68 
322 | Reservoirs, dams, and waterways... -_-- 5, 234, 864. 69 084.63 | 5,235, 849.32 
323 | Water wheels, turbines and poneretam..... ae 1, 529, 282. 7: 638.89 | 1, 529, 921. 67 
324 | Accessory electric equipment .. nee seas 347, 580. 01 23, 278. 73 370, 858. 74 
325 | Miscellaneous power plant equipment. nithtiinnasend 64, 016. 15 5, 091. 25 69, 107. 40 
326 | Roads, railroads and bridges. -._................._. 34, 048. 45 (2, 249. 89) 31, 798. 56 
pe 9, 291, 068. 69 | 34,939.94 | 9, 326, 008. 63 
Transmission plant | a 
342 | Structures and improvements. .................-. ; BO bis.s isccss 3, 345. 91 
Be I I niin canicmneniingsasaentonpone sets 304, 363. 85 | 818. 40 | 305, 182. 25 
Pei a tncacsdnienimtipabeisidapinel 307, 709. 76 818. 40 308, ome. 16 16 
General plant i * ; 
; Communication equipment. _.........-...-.-.----- | 4, 822. 83 7, 829. 79 12, 652. 62 
plea 2O) Ae c) Jeriadaots ....| 9,662, 118.14 | 71,238.08 | 9,733, 356. 20 
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EAST TENNESSEE NATURAL GAS COMPANY 


IN THE MATTER OF 


EAST TENNESSEE NATURAL GAS COMPANY 
Upon an Application for an Increase in Natural Gas Rates 
Docket No. G—2078 
January 14, 1954* 


Syllabus 


1. Contract for direct sale of natural gas cannot bind Commission in allocat- 
ing system joint costs to determine costs associated with sales for 
resale. P. 553. 

2. Issuance of certificate does not bind Commission in determining proper 
allocation of costs for rate making. P. 554. 

8. Since system of East Tennessee is integrated and unified, and operated as 
such, the only proper and feasible method of allocating costs in this 
instance is on a system-wide basis, instead of segregating costs to AEC. 
P. 555. 

4. Operations of East Tennessee warrant application of the principles estab- 
lished in the Atlantic Seaboard case for classifying fixed costs. P. 556. 

5. Use of a three-day sustained peak period as basis for allocating demand 
costs approved. P. 556. 

6. Commission determines just and reasonable rates for East Tennessee under 
Section 4 of the Natural Gas Act. P. 559. 


Phil B. Whitaker and Carl E. Hartley for East Tennessee Natural Gas Co. 
Jacob Goldberg for the staff of the Federal Power Commission. 


MarsuH, Presiding Examiner: This is a proceeding upon an application by 
East Tennessee Natural Gas Company (East Tennessee) filed pursuant to the 
provisions of Section 4 of the Natural Gas Act in which the Applicant seeks 
an increase in rates and charges for natural gas which it sells subject to 
the jurisdiction of this Commission. The rates and charges in controversy 
are those contained in East Tennessee Natural Gas Company’s FPC Gas 
Tariff, 2nd Revised Volume No. 1, and they reflect increases over those which 
appeared in Applicant’s FPC Gas Tariff, Ist Revised Volume No. 1. 

On September 29, 1952, East Tennessee tendered to the Federal Power 
Commission for filing the rate schedule first above described. By order issued 
October 23, 1952, the Commission, pursuant to Section 4 of the Natural Gas 
Act, suspended the proposed revised tariff until May 2, 1953, and until such 
further time as such suspended tariff might be made effective as provided by 
law. On April 20, 1953, East Tennessee filed a motion requesting that the 
suspended gas tariff go into effect on May 2, 1953, and thereafter, on May 6, 
1953, the Commission entered its order making effective as of May 2, 1953, 
Applicant’s FPC Gas Tariff, 2nd Revised Volume No. 1, upon the furnishing 
of a satisfactory bond providing for the refund, if so ordered, of amounts 
in excess of those which would have been derived from rates ultimately found 
reasonable and lawful by the Commission. 

By order issued June 8, 1953, the matter was set down for public hearing. 
Orders issued by the Commission permitted the intervention in this proceed- 
ing of Cleveland Natural Gas Company, Town of Lewisburg, Tennessee, 





* Initial decision became the final decision and order of the Commission by order of 
the Commission issued March 4, 1954, infra, p. 560. 
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Tullahoma Natural Gas Company, Inc., City of Fayetteville, Tennessee, City 
of Gallatin, Tennessee, Chattanooga Gas Company, City of Knoxville, Ten- 
nessee, City of Harriman, Tennessee, Tennessee Gas Company, The Volunteer 
Natural Gas Company and the Railroad and Public Utilities Commission of 
the State of Tennessee. 

Pursuant to the order issued June 8, 1953, the matter came on for hearing 
and was heard before the undersigned Hearing Examiner. Thereafter briefs 
were filed by the Applicant, by several of the intervenors named above and 
by counsel for the Staff of the Federal Power Commission. 

Relevant portions of subsections (d) and (e) of Section 4 of the Natural 
Gas Act under which the application herein was filed are as follows: 


4(d) Unless the Commission otherwise orders, no change shall be made 
by any natural-gas company in any such rate, charge * * * except 
after thirty days’ notice to the Commission and to the public. Such notice 
shall be given by filing * * * new schedules * * *. 

4(e) Whenever any such new schedule is filed the Commission shall have 
authority * * * to enter upon a hearing concerning the lawfulness of such 
rate, charge * * *. At any hearing involving a rate or charge sought 
to be increased, the burden of proof to show that the increased rate or 
charge is just and reasonable shall be upon the natural-gas company * * *. 


The Applicant contends that the increase in rates for which it has applied 
will result in just and reasonable rates. The intervenors and the Staff of 
the Commission are unanimously of the opinion that the contrary is true. 

Perhaps it should be pointed out here that Applicant’s President testified 
that at the time Tennessee Gas Transmission Company (Tennessee Gas) 
raised its price to East Tennessee in the original rate increase he tried to 
pass on to the Atomic Energy Commission “As I could under the contract I 
had at that time the amount of increase”; that on the same day AEC gave 
him notice of cancellation of their contract. Earlier in the hearing, counsel 
for Tennessee Gas Company and other intervenors of like interests, offered 
evidence tending to show the prices in the area served by East Tennessee of 
competitive fuels. Upon objection thereto, such evidence was excluded on 
the ground that it did not constitute appropriate criteria for the determina- 
tion of the reasonableness of Applicant’s rates in the light of the precedents 
established in the Commission’s opinions. 

It seems appropriate to state here, however, that if the testimony of Appli- 
eant’s President referred to above were to be given persuasive weight in the 
determination of the reasonableness of the proposed rates, evidence some- 
what of the nature of that offered by counsel for Tennessee Gas Company 
could not, in all fairness, be ignored for a like purpose. Certainly the equities 
involved in the allocation of costs of service cannot be predicated upon the 
arbitrary action of a single purchaser of gas from a natural gas company. 


THE FACTS IN EVIDENCE 


East Tennessee Natural Gas Company is a Tennessee corporation author- 
ized to do business in the State of Tennessee. It owns and operates a natural 
gas pipe-line system somewhat in the shape of a “U”, one end of which is 
interconnected with the transmission line of Tennessee Gas Transmission 
Company at a point near Greenbrier about 18 miles south of the latter's 
compressor station No. 11, and the other end of which is connected with 
Tennessee’s transmission line just north of its compressor station No. 10. 
The several sections of the loop thus formed were constructed at various 
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times and pursuant to various certificates of public convenience and necessity 
issued by this Commission. 

A section consisting of approximately 165 miles of 22-inch line extends 
from the Greenbrier regulating station south of Tennessee’s compressor sta- 
tion No. 11 in an easterly direction to the Clinch River. The construction 
and operation of that section was authorized by the Commission in Docket 
No. G—1065. A section consisting of approximately 4 miles of 22-inch pipe 
line and approximately 14 miles of 16-inch pipe line extends from the Clinch 
River to a point 6 miles south of Knoxville, described as “Topside”. The 
construction and operation of those facilities were authorized by the Commis- 
sion in Docket No. G-1272. A section consisting of approximately 220 miles 
of 123%4-inch pipe line and approximately 41 miles of 16-inch pipe line extends 
from “Topside” to the point of interconnection with Tennessee’s transmission 
line near the latter’s compressor station No. 10, the latter point being described 
as Lobelville regulating station. The construction and operation of those 
facilities were authorized by the Commission in Docket No. G-889. In addi- 
tion to the facilities thus described, East Tennessee owns lateral lines extend- 
ing from its main pipe-line system to its several gas purchasers, including 
those which extend to the Cities of Gallatin, Cookeville and Harriman, 
authorization for which was granted in Docket No. G—1577. 

From the 165 mile section of 22-inch main pipe line described above, Appli- 
eant sells and delivers natural gas to three wholesale customers, namely, the 
City of Gallatin, City of Cookeville, and the City of Harriman. From that 
section of line it also sells gas directly to the United States of America for 
use by the Atomic Energy Commission in its plants located in the Oak Ridge, 
Tennessee, area. From the remainder of its pipe-line system, East Tennessee 
renders natural gas service to 14 wholesale customers who purchase natural 
gas from Applicant for resale and *o 9 direct industrial customers. 

Gas purchased from Tennessee Gas Transmission Company flows into the 
facilities of East Tennessee at the two points of interconnection designated 
above and is transported by means of the facilities owned and operated by 
East Tennessee to the various customers on its system as above described. 

The test period adopted by East Tennessee for purposes of this proceeding 
is 12 consecutive calendar months beginning May 1, 1952 and ending April 30, 
1953. The period selected was considered by the Applicant to reflect 12 
months’ actual operating experience during a period of which fairly average 
weather conditions prevailed. 

To the figures proposed by the Applicant for use in the determination of 
the reasonableness of the new rates, the Staff of the Commission proposed 
certain adjustments. However, during the course of the hearing, East Ten- 
nessee and the other parties and participants hereto agreed to the use, for 
the purpose of this proceeding, of a rate base of $20,685,166. It was agreed 
also between the parties and participants that the cost of service, including 
return at 6%, would be $11,716,624. Thus there is no controversy here as 
to the test period, the rate of return, the rate base or the cost of service. 
There remains only one controversial issue, namely, the allocation of the 
costs of service between that portion of Applicant’s business which is subject 
to the jurisdiction of this Commission and that portion which is not. 

East Tennessee is asserting in this proceeding that for the purpose of 
determining the reasonable, just and proper rates to be charged for gas sold 
and delivered to East Tennessee’s jurisdictional customers, there should be 
segregated from the total rate base and from the total cost of service that 
portion of the rate base and that portion of the cost of service attributable 











552 FEDERAL POWER COMMISSION 


to sales of natural gas by Applicant to the United States of America for use 
by the United States Atomic Energy Commission in its plants located in the 
Oak Ridge area. It has, for that purpose, divided its pipe-line system into 
two divisions. The first of these consists of the westerly 164 miles approxi- 
mately of the 165 miles of 22-inch pipe line described above, together with 
the lateral pipe lines extending to the towns of Gallatin, Cookeville and Harri- 
man, 3 “city gate” stations and 3 stations located on the Atomic Energy 
Commission premises. The foregoing facilities were designated by the Appli- 
cant as the “Northern Division”. The other, called the “Southern Division”, 
is made up of the remaining facilities consisting of about 5 miles of 22-inch 
line, 55 miles of 16-inch line, 220 miles of 12%-inch line, city gate stations, 
numerous direct industrial stations and lateral lines and the Lobelville 
Receiving Station. 

In presenting its evidence respecting the segregation of facilities, the Appli- 
eant, after dividing its system into the Northern Division and the Southern 
Division as above described, then divided the Northern Division into two 
parts consisting of (a) “AEC” and (b) “Balance of Northern Division”. The 
latter classification was then merged with the costs attributed to the Southern 
Division to form “Others”—as distinguished from “AEC”. By this means, 
the total adjusted rate base of $20,685,166.00 is segregated; $5,464,335.00 to 
“AEC” and $15,220,831.00 to “Others”. Similarily, the total cost of service 
amounting to $11,716,624.00 is segregated: $5,836,314.00 to “AEC” and $5,880,- 
810.00 to “Others.” 

In segregating Northern Division costs between the Atomic Energy Com- 
mission and the remainder of its Northern Division customers, East Ten- 
nessee assigned to the Atomic Energy Commission 60% of its investment in 
the Northern Division facilities. In general, the same division of operating 
costs were made. However, some items of such costs are actually segregated 
on the company’s books. The cost of gas purchased for firm gas sales to AEC 
is assigned to AEC on the basis of the average cost paid by Applicant to 
Tennessee for gas purchased at the Greenbrier station, Applicant’s purchases 
through the Greenbrier and Lobelville stations being invoiced separately. 

This treatment results in assignment to all customers other than the Atomic 
Energy Commission of 40% of the investment and related operating costs in 
the Northern Division facilities (including the balance of the cost of gas 
purchased at the Greenbrier delivery point) and all of the investment and 
operating costs assigned to the Southern Division. 

The costs thus remaining are then classified between demand and com- 
modity and are distributed between its customers other than AEC on the 
basis of contracted peak day requirements. 

Of the $5,880,310 of cost of service (segregated out of the total cost of 
service amounting to $11,716,624) thus assigned to all sales other than those 
to AEC, the applicant in this way allocates $4,393,784 to sales subject to the 
jurisdiction of the Commission, and $1,486,526 to sales not within the juris- 
diction of the Commission. Thus the issue with respect to the allocation 
of costs of service between Applicant’s jurisdictional and nonjurisdictional 
customers more specifically involves 3 questions, namely, 

1. The propriety of segregating facilities to AEC as Applicant proposes: 

2. The propriety of Applicant’s proposed allocation of costs between demand 
and commodity ; 

3. The propriety of allocating demand costs on, the basis of maximum daily 
volume obligations specified in the contacts between East Tennessee and its 
customers as compared with the use of actual gas sale for that purpose. 
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The Commission has consistently recognized the necessity for a distribu- 
tion of costs of service between the customers served, individually or by 
appropriate groups, to the end that there be assigned to the services subject 
to the Commission’s jurisdiction the costs reasonably and equitably asso- 
ciated therewith. Jnterstate Natural Gas Company, Inc., et al., 3 FPC 416, 
429; Canadian River Gas Company, et al., 3 FPC 32, 61; Cities Service Gas 
Company, 3 FPC 459, 485; Mississippi River Fuel Corporation, et al., 4 FPC 
340, 351; Allegany Gas Company, et al., 5 FPC 1, 4. 

In Mississippi River Fuel Corporation, et al., 4 FPC 340, 351, the Com- 
mission said “It is fundamental that where facilities are used jointly the 
overall costs must be determined before an allocation of costs can be made. 
The factors in the cost of service are largely joint costs and if each is appor- 
tioned in a manner consistent with the use and benefits derived, the resulting 
costs of service assigned to each class of service will be accurate.” 

The Commission has recognized also, that there are two general methods 
of making such a distribution. Under one, an allocation of the cost of physical 
property and operating expenses is made. Under the other, the return on the 
property rather than the cost of the property itself is allocated along with 
the operating expenses. Interstate Natural Gas Company, Inc., et al., supra. 

In this proceeding the Applicant contends that it is necessary that there 
be a segregation of facilities, and advances as the reasons therefor that: 

1. Segregation on the books and records of the facilities is an established 
practice of long standing. 

2. This Commission in the initial certificate covering the G—1065 facilities 
limited the use thereof to deliveries of gas to the Atomic Energy Commission. 

3. The Atomic Energy Commission in its contract with Applicant agreed 
to pay for the gas which it purchases on the basis of 60% of the cost of the 
G-1065 facilities. 

4. It is not in the public interest for the Commission to foresake the formula 
which (the Applicant contends) bears its stamp of approval. 

5. Any method of allocation other than segregation will not (the Applicant 
contends) properly determine what costs are fairly attributable to the Appli- 
cant’s wholesale and what to its direct sales. 

6. Segregation (the Applicant contends) is an absolute necessity if the 
Applicant is to remain in the natural gas business and continue to render 
adequate service. 

7. In so far as gas east bound from Lobelville is concerned the total system 
eannot function properly as an integrated system to the benefit of the G—1065 
line. 

It is not believed that the fact that Applicant has maintained on its books 
segregation between certain of its facilities, or the fact that this Commis- 
sion in the initial certificate issued in Docket No. G—1065 limited the use 
thereof to deliveries to a particular customer, or the fact that the Atomic 
Energy Commission agreed to pay for the gas which it purchases on the 
basis of 60% of the costs of certain facilities are facts of particular signifi- 
eance in the determination of the propriety of the allocation proposed herein 
by Applicant. 

The fact that the Commission had before it when it issued its order in 
Docket No. G-1065 the contract between the United States and East Tennessee 
for the service of gas by the latter to the former in the Oak Ridge area does not, 
in any sense, constitute approval by the Commission of such contract or of a 
formula for the allocation of costs between jurisdictional and non-jurisdictional 
sales. Those “reasons” need not, therefore, be discussed further. 
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The other three “reasons” set out above may be summed up by the single 
question whether it is necessary to segregate the facilities in order fairly and 
equitably to distribute the costs of service between Applicant’s jurisdictional 
and non-jurisdictional business. 

The Applicant concedes the law to be that although conditions may be such 
as to require or permit the use of a smaller one, normally the unit for rate 
making purposes would be the entire integrated operating facilities of the 
utility used and useful for the convenience of the public. Applicant further 
concedes that whether conditions exist which require or permit the use of 
smaller units, is to be determined by the administrative body in the exercise 
of its sound discretion. 

In the Interstate Natural Gas case, supra, the Commission called attention to 
the fact that regardless of which two methods of allocation is employed, if 
the same pertinent figures are used in the calculation, the results will be the 
same under both methods. It went on to say that “the method which allocates 
the return along with the operating expenses is far more practical and is 
easier to understand and to apply. This may be denominated the ‘reasonable 
cost of service method’. All that can be accomplished by an allocation of the 
physical property can be, and is obtained by an allocation of the reasonable cost 
of service, including therein a proper return.” 

And the Commission has consistently applied the latter method in testing the 
reasonableness of rates subject to its jurisdiction. Consequently, there de- 
volves upon Applicant the burden of showing by clear and convincing proof the 
necessity to depart from practices heretofore found by the Commission to be 
appropriate and adequate. 

The Commission in its order authorizing the construction and operation of 
the facilities by means of which the G-889 system and the G-1065 system were 
interconnected recognized the benefits to be gained by the continuous pipe line 
which such interconnection provided. It took cognizance of the fact that the 
facilities interconnected with the Tennessee Gas line at Greenbrier and those 
interconnected with that line at Lobelville did, by means of the conjunction 
with each other, supplement each other and that the several parts of the result- 
ing system would be interdependent upon the others. 

“Applicant does not deny that its looped system integrates a continuous pipe 
line system from purchase point to purchase point.” On the contrary Appli- 
cant concedes that it has a continuous pipe line system by means of which 
Applicant can be supplied with gas for its entire system from both points of 
interconnection with the facilities of Tennessee Gas Transmission Company ; 
that Applicant buys gas for its entire system at the two purchase points 
heretofore referred to; that such a continuous pipe line system increases the 
reliability of service from its system; and that it results in greater flexibility 
of operation and in better dispatching and operation of the system with result- 
ant economies. The basis for its contention that only by segregation of facili- 
ties can a determination of what costs are fairly allocable to Applicant's 
wholesale and direct customers appears to be that although the G—1065 facili- 
ties can at all times supply the demands connected to that line and in addition 
some of the demands on the G—1272 and G-889 facilities, if there is an 
appreciable load upon the latter facilities they would not supply their con- 
nected demands, let alone contribute to the supply of gas to the G-—1065 line. 
Stated otherwise, it is Applicant’s contention that while the G—1065 facilities 
render service to the G-—889 consumers, the G-—889 facilities do not contribute 
to the rendition of service to the G—1065 customers. 
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The evidence shows that there are times when AEC receives gas which has 
been delivered through the Southern Division delivery point at Lobelville. It 
is true that Applicant insists that under such circumstances the gas so supplied 
is “dump” gas; that such “dump” deliveries are made only by choice and not 
because of lack of capacity in the Northern line; that no expense charges are 
involved, and that under such circumstances no part of the operating costs of 
the South line should be allocated to AEC sales. However, a Staff witness 
insisted that deliveries classified by Applicant as “dump” deliveries made by 
Applicant to AEC are actually not properly characterized as such, but in some 
instances contribute to the determination of demand costs. A witness for 
intervenors coroborated that conclusion. 

It is clear from the evidence that benefits are available to and are to be 
derived from the unified system by the customers of both the North and South 
Divisions which would not be available to either of such groups of customers 
if the facilities had remained separate and unintegrated. 

It is significant that, while during the test period selected by the Applicant 
for use herein out of total sales of 38,315,859 Mef, 24,794,592 Mecf or 65% was 
delivered to AEC, under Applicant’s method of allocation only $5,836,314, or 
about 50% of the costs, are assigned to AEC. The evidence shows that on a 
straight volumetric basis of allocation the costs assignable to jurisdictional 
sales would be $2,722,408 or 23.23% of the total cost. In that connection it 
should be said that there is some basis in the record for the argument that 
because of the excéss capacity in Applicant’s system the allocation should be 
made on a volumetric basis. See Alabama-Tennessece Natural Gas Company, 
Opinions 226 and 226A, 11 F. P. C. 75, 114; Alabama-Tennessee Natural Gas 
Company V. F. P. C., 2083 F 2d. 494 (CCA 3d—1953). 

Upon the record herein made it is found that no good reason exists for the 
segregation of the Northern Division facilities from the remainder of Appli- 
cant’s pipe line system for the purpose of allocating costs of service to Appli- 
cant’s several customers. Indeed, it appears from the evidence that although 
Applicant advocates the use of such a method as being necessary and desirable 
in connection with the determination of the reasonableness of Applicant’s 
wholesale rates, it actually has not made use of that method in arriving at 
the rates which it proposes herein. It has, instead, undertaken to substitute 
its judgment as to the rates which its customers can afford to pay for rates 
which would be derived from the segregation method of allocation. 

It is found, therefore, that the Applicant has failed to discharge the burden 
resting upon it of establishing the reasonableness of the method of allocation 
which it proposes. 

In making its allocation of the cost of service the Staff of the Commission 
did not find it necessary to segregate specific facilities, but made its allocation 
upon a system-wide basis. In doing so it first classified the various elements 
of the cost of service between the demand and commodity components in 
accordance with the action of the Commission in Atlantic Seaboard Corpora- 
tion et al., Opinion No. 225, 11 F. P. C. 43. It then distributed the demand 
costs so determined on the basis of a three day sustained peak period, and the 
commodity costs were distributed on the basis of the total volume of gas used 
per annum. By this procedure the Staff allocated $3,043,159 out of the $11,716,- 
624 total cost of service to Applicant’s sales for resale and $8,673,464 to its 
direct sales. On the basis of that allocation the Staff found the average cost 


per Mcf of sales for resale to be 34.18¢ per Mcf and for direct sales 29.49¢ 
per Mef. 
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East Tennessee made a somewhat similar allocation between jurisdictional 
and non-jurisdictional sales of the costs of service remaining after having made 
the segregation to AEC as heretofore discussed, namely, $5,880,310.00, which 
was intended to represent the cost of service applicable to all classes of sales 
of natural gas to all customers other than the Atomic Energy Commission, and 
in doing so the Applicant classified $3,024,421.00 to “demand”, $2,819,683.00 to 
“commodity” and $36,206.00 to “Customers”. That distribution was made by 
classifying as demand costs “those costs that are fixed and do not vary with 
the increase or decrease in the volume of gas”; and commodity costs are those 
costs which vary with the volume of gas being sold, and customer costs are 
those costs which can be allocated directly to the class of customer served. 

More specifically, cost of gas was classified between the demand and com- 
modity components on the same basis that it is purchased from Tennessee Gas 
Transmission Company. Purchased gas expense was classified 100% to 
demand for the reason that “this expense does not vary with the volume of 
purchases”. Applicant classified all transmission and maintenance expenses 
100% to demand. Administrative and general expense was classified between 
demand, commodity and customer costs in the ratios of the percentages devel- 
oped on all other operating revenue deductions. Depreciation expense and 
taxes other than Federal Income Taxes, were classified 100% to demand. 
Federal income taxes and return were classified 50% to demand and 50% to 
commodity. A third classification, namely, “customer” included 100% of the 
cost of customers accounting and collecting and sales promotion expenses. 

The Commission has had occasion in several proceedings since Mississippi 
River Fuel Corporation ct al., 4 FPC 340, to consider the equities involved in 
the allocation of demand and commodity costs. Without going into detail with 
respect thereto it may be said that the distribution made by the Applicant is 
not in harmony with those recent decisions of the Commission. 

Applicant contends that subsequent decisions of the Commission followed the 
precedent established in Atlantic Seaboard Corporation et al., Docket No. 
G-1384, Opinion No. 225 and that the conditions here present are so dissimilar 
to those which were present in the Atlantic case as to make the latter wholly 
inapplicable here. It is contended too that the failure of analogy between 
this and the Atlantic situation makes the whole line of intervening decisions 
inapplicable also. The distinction seems to rest upon rights to share in the 
eapacity of Applicant’s pipe line system which are not recognized in Applicant’s 
rate schedules, and upon an erroneous classification as “dump” gas of certain 
of the deliveries to AEC. It is not believed that the distinction claimed by 
Applicant renders the Atlantic Seaboard opinion and the opinions which have 
followed it inapposite to the facts in this record. 

On the other hand, in its classification of the cost of service between the 
demand and commodity components the Staff, as has been said, applied the 
principles enumerated in the opinions referred to above and those principles 
are believed to be applicable here. 

Applicant’s allocation of demand costs on the basis of contract peak day 
requirements do not in the circumstances here present result in an equitable 
distribution of such costs. The method results in the assignment to firm gas 
sales of all of such costs since contracts for the sale of interruptible gas 
contain no such contract requirements. Furthermore, the contract require- 
ments are not predicated upon take or pay for clauses which would tend to 
bring such requirements more directly into conformance with the actual use 
of facilities. They do not, therefore, reflect the true demands upon applicant’s 
system in the periods of maximum use. That circumstance considered in rela- 
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tion to the fact that Applicant has substantial excess capacity emphasizes 
the lack of realism in using contract peak day requirements for the purpose of 
determining the portion of demand costs equitably chargeable to Applicant’s 
several customers. 


FINDINGS AND CONCLUSIONS 


Wherefore, upon consideration of all of the evidence appearing of record 
herein, and the briefs filed by counsel, it is further found and concluded that: 

1. East Tennessee Natural Gas Company is a corporation organized and exist- 
ing under the laws of the State of Tennessee. 

2. East Tennessee Natural Gas Company owns and operates a natural gas 
pipeline system located wholly within the State of Tennessee. Its natural 
gas pipeline system consists of: (a) approximately 165 miles of 22-inch main 
pipe line extending in an easterly direction from a point of connection with the 
main transmission pipeline system of Tennessee Gas Transmission Company 
near Greenbrier, Tennessee to a point near Oak Ridge, Tennessee; (b) approxi- 
mately 4 miles of 22-inch main pipe line and approximately 14 miles of 16-inch 
main pipe line extending in a southeasterly direction from the aforesaid point 
near Oak Ridge to a point called “Topside”, south of Knoxville, Tennessee; (c) 
approximately 220 miles of 12% inch main pipe line and approximately 41 miles 
of 16-inch main pipe line extending in a southwesterly, westerly and north- 
westerly direction from the aforesaid point called “Topside” to a point of 
connection with the main transmission pipeline system of Tennessee Gas Trans- 
mission Company near Lobelville, Tennessee; and (d) numerous physical 
connections and approximately 110 miles of smaller size pipe lines appurtenant 
to and extending laterally from the main pipeline system. 

3. East Tennessee Natural Gas Company purchases its entire supply of 
natural gas from Tennessee Gas Transmission Company at delivery points 
located near Greenbrier, Tennessee and Lobelville, Tennessee and by means 
of its transmission and lateral pipeline system Applicant is engaged in the 
transportation and sale of natural gas, in interstate commerce, to: (a) 17 
wholesale customers who purchase natural gas from Applicant for resale; 
(b) 9 direct industrial customers who purchase natural gas from Applicant 
for their own use; and (c) the United States of America for use by the 
United States Atomic Energy Commission in its plants located in the Oak 
Ridge, Tennessee, area. 

4. The transportation and sale by East Tennessee Natural Gas Company 
of natural gas to the City of Athens, Chattanooga Gas Company, Cleveland 
Natural Gas Company, City of Cookeville, Town of Englewood, City of Etowah, 
Town of Fayetteville, City of Gallatin, City of Harriman, Knoxville Utilities 
Board, City of Lenoir City, Town of Lewisburg, City of Loudon, Town of 
Madisonville, City of Sweetwater, Tennessee Gas Company and Tullahoma 
Natural Gas Company, all located within the State of Tennessee, constitutes, 
in each instance, the transportation and sale of natural gas in interstate 
commerce for resale within the purview of the Natural Gas Act; Applicant 
is, therefore, a natural-gas company within the meaning of the Natural Gas 
Act; and the rates charged by Applicant for such sale of natural gas for 
resale are subject to the jurisdiction of the Federal Power Commission. 

5. The test period—beginning May 1, 1952 and ending April 30, 1953—adopted 
by Applicant for the purpose of this proceeding provides an appropriate test 
period for determining the lawfulness of the rates proposed herein. 

6. The average net gas plant in service, for the test period ending April 
30, 1953 should, pursuant to stipulation of all parties, be considered as 
$20,685,166.05 for the purpose of this case. 
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7. The total cost of service, for the test year ending April 30, 1953, including 


6% return, should, pursuant to stipulation of all parties, be considered as 
$11,716,623.97 for the purpose of this case. 

8. The allocation between Applicant’s customers and classes of customers 
of the cost of service in the manner and by the use of the methods employed 
by Applicant, namely the segregation of specific facilities employed in the serv- 
ice of natural gas to one of such customers individually, the classification 
of all “fixed” costs to “demand” and all “variable” costs to “commodity” and 
the allocation of “demand” costs on the basis of contract peak day require 
ments, results in an unfair and inequitable distribution of such costs of service 
and, consequently, in rates to Applicant’s wholesale customers which are unjust, 
unreasonable, unduly discriminatory and preferential. 

9. Applicant has failed to sustain the statutory burden resting upon it to 
show that the increased rates and charges which it proposes in East Tennessee 
Natural Gas Company’s FPC Gas Tariff, 2nd Revised Volume No. 1 are just 
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—— 


and reasonable; and such increased rates and charges are, therefore, found | 


to be unjust and unreasonable, unduly discriminatory and preferential. 

10. The allocation of such costs of service between “demand” and “com- 
modity” and of “demand” and “commodity” costs between Applicant’s several 
customers as proposed by the Staff of the Commission is in accordance with 
the policies of the Commission announced, and the principles of the Com- 
mission established, in its more recent opinions involving such allocations, 
and Applicant has failed to establish convincing reasons to deviate therefrom 
in this proceeding. 

11. The allocation of Applicant’s cost of service as proposed by the Staff 
in accordance with Commission precedents results in costs fairly and equitably 
attributable to natural gas sales subject to the jurisdiction of this Commission 
for the test period employed herein in the sum of $3,043,159, compared with 
revenues which would be derived from the rates contained in Applicant’s FPC 
Gas Tariff, lst Revised Volume No. 1 of $2,912,124, and with revenues which 
would be derived from the rates contained in Applicant’s proposed FPC Gas 
Tariff, 2nd Revised Volume No. 1 of $3,338,541. 

12. The revenues which would be derived in the test period from the use of 
rates contained in Applicant’s proposed FPC Gas Tariff, 2nd Revised Volume 
No. 1 would exceed the cost of service, including a reasonable return on invest- 
ment by $295,382; and such rates are, therefore, unjust and unreasonable. 

13. The revenues which would be derived in the test period from the use of 
rates contained in Applicant’s FPC Gas Tariff, Ist Revised Volume No. 1 would 
fail by about $131,035 to reimburse Applicant for the cost of service, including 
return, properly attributable to Applicant’s sales of gas subject to the juris- 
diction of this Commission. 

14. In order for Applicant to recover from its customers purchasing gas 
subject to the jurisdiction of the Commission the cost of such service including 
a reasonable return it is necessary that the rates appearing in Applicant’s FPC 
Gas Tariff, Ist Revised Volume No. 1 be increased as follows: 


| 
Rate schedule Rate after increase 


| 40.7¢ per Met. 


i elit adtethibes ected eiistil $3.00 per month. 
.| 19.7¢ per Mef. 
fie Pidaledh bilice scnctce cee tthedid oitinekiicagttel | 25.00¢ per Mef. 
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G-1 (straight commodity) - 
G-2 (demand) 
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15. The application of the rates set out in Finding No. 14 to the purchases 
of Applicant’s jurisdictional customers would result in an increase in Appli- 
cant’s revenues during the test period of $132,939. 

16. The rates and charges set out in Finding No. 14 above are the just and 
reasonable rates and charges to be hereafter observed and enforced by East 
Tennessee in accordance with the order hereto attached and a part hereof. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure that: 

(A) The increased rates embodied in East Tennessee Natural Gas Com- 
pany’s FPC Gas Tariff, 2d Revised Volume No. 1 which was filed by East Ten- 
nessee on September 29, 1952, suspended by order issued October 23, 1952, but 
which was made effective as of May 2, 1953 under bond and subject to refund 
by the Commission’s order issued May 2, 1953 be and the same are hereby dis- 
allowed and denied and the said East Tennessee Natural Gas Company’s FPC 
Gas Tariff 2nd Revised Vol. No. 1 be and the same is hereby cancelled effective 
as of 8 a. m. of the date upon which this order shall become the final order of 
the Commission. 

(B) Within 15 days from the date upon which this order shall become the 
final order of the Commission, East Tennessee Natural Gas Company shall file 
with the Commission a new rate schedule which shall embody all of the provi- 
sions, terms and conditions in its FPC Gas Tariff, lst Revised Volume No. 1, 
except that in lieu of the rates set out below in the column headed “First 
Revised Volume No. 1” there shall be substituted the rates set out below in 
the column headed “Ordered Rate”: 














Rate schedule | First revised volume No. 1 Ordered rate 
G-1 (straight commodity)-.-......-....-.-.- III ini cscsctnemeechdniminianibainteis | 40.7¢ per Mef. 
G-2 (demand)--...... .--| $3.00 per month- | $3.00 per month. 
SR inti nntcbinncndindnssiemsins | 18.0¢ per Mcf_........- --} 19.7¢ per Mef. 


--| 25¢ per Mef. 





DYE Sxcapintecsatdcecnnetcone aaa | 46 per Mef_............ 


(C) Upon the filing of the new rate schedule ordered by Paragraph (B) 
above, East Tennessee shall, in accordance with Paragraph (A) of the Com- 
mission’s Order issued May 6, 1953 in Docket No. G—2078 make refunds to its 
utility customers for natural gas sold during the period from 8:00 a. m. on 
May 2, 1953 to the date and time at which such new rate schedule shall become 
so effective and the refunding of such sums as may be due such utility custom- 
ers shall be completed within 15 days from the date of such filing. 

(D) Within 30 days from the date of the filing of the new rate schedule 
ordered by Paragraph (B) above East Tennessee shall submit to the Com- 
mission five copies of a statement in writing and under oath, certifying that it 
has fully complied with the provisions of Paragraph (C) of this order setting 
forth therein a detailed statement showing the method of calculation and the 
amounts of payments of all refunds, including the date of such payments, 
together with a receipt or release from each of such utility customers evidenc- 
ing the discharge of East Tennessee's liability to make the refunds required by 
Paragraph (C) of this order. 

Epwarp B. MARSH, 
Presiding Examiner 
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Order affirming decision of presiding examiner 


March 4, 1954 


On January 14, 1954, the Presiding Examiner issued his decision and order 
in the above-docketed proceeding involving a proposed rate increase filed by 
East Tennessee Natural Gas Company (East Tenn) on September 29, 1952. 

On February 3, 1954, East Tenn, pursuant to Section 1.31 of the Commission’s 
Rules of Practice and Procedure, filed exceptions to said Examiner’s decision. 
No other party filed exception to said decision. 

East Tenn takes exception to the refusal of the Examiner to follow East 
Tenn’s method of segregating costs to the Atomic Energy Commission (AEC) 
sale. 

The facts in evidence, which East Tenn does not controvert, show that East 
Tenn’s system is an interconnected “U” shaped system, purchasing gas from 
Tennessee Gas Transmission Company (TGT) at two points: Greenbrier and 
Lobelville, Tennessee, at the north and south ends of the “U” respectively. Gas 
moves interchangeably, as operations require, from the south line to the north 
line, and from the north line to the south line. The evidence shows that, dur- 
ing the test period, 92% of the annual load of the system is served in the 
Chattanooga, Knoxville and Oak Ridge area with gas coming from both pur- 
chase points. East Tenn has storage line pack in the north line in the order 
of 60,000 Mcf, which is utilized for the benefit of the whole system. East Tenn 
delivers 60,000 Mcf per day to AEC on a firm basis and delivers up to 26,000 
Mcf per day on an interruptible basis. East Tenn keeps its purchases from 
TGT at the Greenbrier connection at practically the constant figure of 69,000 
Mcf per day, taking its load swings at the Lobelville connection. East Tenn 
does not dispute that deliveries to AEC at times exceed its purchases at Green- 
brier and deliveries are made from gas from the south line purchased by East 
Tenn at the Lobelville connection. On the three-day sustained system peak 
deliveries (December 11, 12, 18, 1952) East Tenn delivered an average of 
17,000 Mcf per day of interruptible gas to AEC, which, added to the 60,000 
Mcef per day of firm gas, averaged 77,000 Mcf per day. Thus even on the three- 
day sustained system peak, deliveries to AEC exceeded purchases at Greenbrier. 
As a matter of fact, on the days’ when new billing demands were established 
with TGT, East Tenn delivered interruptible gas to AEC. Hence, such inter- 
ruptible gas may be said to have created billing demands. 

These are the uncontradicted facts concerning East Tenn’s system and 
method of operation during the test year (May 1, 1952 to April 30, 1953). Nor 
is there any dispute as to the cost of service for the test year. The controversy 
concerns the method of allocating such costs between the sales for resale and 
the direct sales. East Tenn contends that rather than allocating the total 
system-wide cost of service between sales for resale and direct sales, the basis 
used by the Examiner, the sale to AEC should be treated separate and apart 
from the total system. 

East Tenn assigns as one reason for special treatment to the AEC sale the 
fact that it segregates on its books the property and costs assignable to AKC, 
and therefore such segregated costs should be used in this proceeding. But 
this proves too much. The question arises: What property and what costs 
pertaining to the AEC sale does East Tenn segregate on its books? East Tenn 
assigns 60 per cent of the north line, plus three meter stations, as the property 
devoted to AEC service. The undisputed evidence is that AEC receives service 


1 November 6, 1952; November 30, 1952; December 18, 1952; January 13, 1953. 
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from the entire system; that is, from the entire integrated system. And even 
were it possible, which is not the fact, to earmark particular gas to a particular 
customer, the fact that the system is operated as a unit, and the fact that gas 
purchased at either end is made available to the whole system by displacement 
shows that all the customers receive the benefit of system-wide operation. But 
the fact is, it is impossible to identify from day to day any particular gas or 
any particular portion of the transmission system with an particular customer. 

When it comes to segregating costs, rather than facilities to AEC, the same 
defects appear. For instance, the cost of gas purchased from TGT is the 
largest single item of cost. East Tenn assigns to AEC firm gas sales the 
average cost of gas to it at the Greenbrier connection, and leaves the burden of 
the cost of the swings at the Lobelville connection on all the other customers. 
East Tenn has another special treatment for its interruptible sale to AEC 
which is patently improper. It assigns to this sale only the commodity element 
of its purchased gas costs, 14.8¢ per Mcf. This is less than the bare increment 
cost of the gas to East Tenn since the record shows conclusively that purchased 
gas billing demands were created during the test period for this service. In 
addition, it is clear that proper costs must be assigned to this service over and 
above the bare cost of purchasing the gas, to cover the transportation of this 
gas. It is not a fact that AEC receives all of its gas from Greenbrier, and 
even if it were so, the cost of purchased gas at both points is a system-wide cost 
in which all customers of East Tenn benefit, and the burden of which all 
should share. 

East Tenn does not book separately certain joint costs such as general plant, 
administrative and general, depreciation, taxes and return. East Tenn there- 
fore must make an allocation of such costs. East Tenn splits such joint costs 
between AEC and the remainder of the system on the ratio of 60 percent of the 
net investment in the north line to the net investment in the remainder of the 
system. Such a split assumes that only 60 percent of the net investment in the 
north line is used to serve AEC and further assumes that such joint costs 
follow the net investment ratio. The record shows that AEC not only receives 
service through the facilities of the south line, but receives the benefit of 
system-wide operation. Nor can it be assumed that a proper portion of all 
such joint costs follows the net investment which East Tenn has assigned to 
AEC. For instance, East Tenn segregates to AEC $5,464,335 of a total rate 
base of $20,685,166. But out of 38,315,859 Mcf of total sales for the test year, 
AEC received 24,794,592 Mcf or 65 percent of total annual sales volumes. Thus, 
the portion of total rate base assigned by East Tenn to AEC bears no relation 
to the use of the system for the benefit of AEC. 

Aside from the fact that it has not been the practice to segregate facilities 
(Colorado Interstate Gas Co., 3 F. P. C. 32, 61; aff’d 324 U. S. 581, 590)* the 
fallacy of East Tenn’s argument is that the costs it books and the portion of its 
joint costs it allocates to AEC are not the proper measure of the total system 
costs to be allocated to AEC. 

East Tenn contends that a segregation is required because its contract with 
AEC provides that the rates to AEC are to be fixed on the basis of 60 percent 
of the costs of the north line. The Examiner was correct in concluding that 
a contract which East Tenn makes with another party for a direct sale cannot 
bind this Commission in allocating system joint costs to determine the costs 
associated with the sales for resale, the only sales for which rates are fixed 
by the Commission in this proceeding. Further, as hereinbefore stated, since 


2See also Interstate Natural Gas Co., 3 F.P.C. 416, 428; Cities Service Gas Co. v. 
F.P.C., 155 F. 2d 694, 704. 
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all customers share in the benefits of the unified system operations, all custom- 
ers must share pro rate in total system costs (Re Colorado Interstate Gas Com- 
pany, Op. No. 235, 11 F. P. C. 324, 354). 

East Tenn makes the contention that the contract with AEC was before 
the Commission when it issued its certificate of public convenience and neces- 
sity in Docket No. G—1065 authorizing the construction and operation of facili- 
ties to serve AEC. The Examiner correctly concluded that the issuance of 
the certificate does not bind the Commission to the segregation formula used 
by East Tenn here. The findings and conclusions supporting the issuance of 
the certificate in Docket No. G—1065 did not involve the issue of a proper alloca- 
tion of costs for rate making. Finally, as the Examiner notes, the facilities 
involved in Docket No. G-1065 were only part of East Tenn’s present unified 
system so that the Commission in that proceeding did not have before it the 
entire system as it existed during the test year here. In the order at Docket 
No. G-1272, which involved the issuance of a certificate for the “tie-line” which 
connected East Tenn’s north line and south line into an integrated unified 
system, the Commission stated (8 F. P. C. 1259, 1260) : 


The evidence shows that the construction of the facilities proposed in 
this docket will afford a tie-line between the facilities separately author- 
ized in Docket Nos. G-889 and G-1065. The tie-line will thus ultimately 
provide East Tennessee with a continuous pipeline system extending in a 
loop from the interconnection with T. G. T. Company’s main pipeline at 
Lobelville, and Greenbrier, Tenn. 

It is evident that the benefits to be gained by establishing such a con- 
tinuous pipeline system are numerous. Generally, East Tennessee can be 
supplied with gas for its entire system from both points of interconnection 
with the facilities of T.G.T. Company and this will greatly increase the 
reliability of service throughout East Tennessee’s entire system, will result 
in greater flexibility of operation, and in better dispatching and operations 
of the system, with resultant economies. (Emphasis supplied.) 


The point is that we are now fixing rates on the basis of a unified system 
operation, and not on the basis of piece-meal certification. The certificate 
issued in Docket No. G-1065 was based on the facts of record in that proceed- 
ing which did not concern the allocation of costs on a unified system basis. 

Since the system of East Tenn is integrated and unified, and operated as 
such, the Examiner correctly concluded that the only proper and feasible 
method of allocating costs in this instance is on a system-wide basis. In this 
way, all customers receiving benefits from the unified system operations share 
in the costs on a system-wide basis. Colorado Interstate Gas Company v. FPC, 
324 U. 8. 581, 590-591. The weight of all the evidence in the record abundantly 
shows that East Tenn’s method of segregation is erroneous and that only by 
allocating costs on a system-wide basis may such costs fairly and equitably be 
distributed between the jurisdictional and non-jurisdictional business. Section 
4(e) of the Natural Gas Act imposes the burden of proof on East Tenn to 
show that the increased rate or charge is just and reasonable. The Examiner 
correctly concluded that on the basis of the whole record, East Tenn has not 
discharged the burden of showing that its method of segregation is supported 
or justified. 

Passing the method segregating costs to AEC, East Tenn allocates the re- 
mainder of the system costs to the remainder of its business on a demand- 
commodity method. East Tenn contends that the Examiner erred in not 
classifying certain fixed transmission costs entirely as demand costs. 
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The evidence here is undisputed that the operations of East Tenn are 
carried on 365 days of the year, so that the system is used not only on peak 
days, but also on other days although the volumes of sales may vary from day 
to day with the maximum usage on peak periods. Therefore, such fixed costs 
are joint capacity and commodity costs, and partake of capacity and com- 
modity cost incidences. Since the division of such joint cost incidences is 
largely a matter of judgment, we approve the classification of such fixed costs 
fifty percent to demand and fifty percent to commodity. We adopt the reason- 
ing of Atlantic Seaboard Corporation, Docket No. G-1384, Op. No. 225, 11 
F. P. C. 48 (issued April 25, 1952), where we stated (pp. 54, 56) : 

We are unable, however, to accept the premise that merely because 
certain costs do not vary with use they automatically become in toto 
demand or capacity costs. A pipeline would not normally be built to 
supply peak service, that is to say, service on the peak days only. We 
know from our administration of section 7 of the Natural Gas Act, which 

involves the issuance of certificates of public convenience and necessity, 
that pipelines are built to supply service not only on the few peak days but 
on all days throughout the year. In proving the economic feasibility of 
the project in certificate proceedings, reliance is placed upon the annual 
as well as the peak deliveries. Stated another way, the capital outlay for 
the pipeline facility is made—and justified—not only for service on the 
peak days but for service throughout the year. Both capacity and annual 
use are important considerations in the conception of the project and in 
the issuance of certificates of public convenience and necessity. Both 
eapacity and volume, therefore, are what are known as cost factors or 
incidences in respect to the capital outlay for a pipeline project. It fol- 
lows that reasonably accurate results can be achieved only by allocating 
the fixed expenses flowing from the capital outlay to both operating func- 
tions, viz., capacity and volume. 


* * * * * * 


The determination of how much of the fixed costs is assignable to each 
function, demand or volume, involves judgment. It can only be done by 
judgment inasmuch as the facts upon which the determination must be 
made are not susceptible to mathematical computation. We know that 
both functions are very significant. This is not a case where one form of 
joint use greatly predominates. It is our opinion that these significant 
cost factors should be weighted equally, that is to say, 50 percent should be 
assigned to demand and 50 percent to commodity. In this manner all gas 
transported by the pipeline will share in all of the various kinds of expenses 
incurred to transport the gas. Gas which is associated with delivery on 
the peak day or a group of peak days will share in the total expenses in- 
cluding the total of the fixed charges. That gas which is not associated 
with deliveries on the peak day or group of peak days will not share in 
50 percent of the fixed costs. This solution recognizes the principle that costs 
associated with peak service are higher than those which are associated 
with interruptible or off-peak service. In our opinion it reasonably assigns 
these heavier costs to the service associated with peak deliveries. By the 
same token, while relieving off-peak service from sharing in 50 percent of the 
fixed expenses, it, nevertheless, assigns to that service some of all of the 
costs incurred to construct and operate the pipeline. As stated previously, 
the equal weighting assigned to the two cost factors of demand and com- 
modity for the purpose of allocating fixed cost or expenses is a judgment 
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determination. It can never be otherwise for the allocation of joint costs is 
not and cannot be an exact science. 


The principles of Atlantic Seaboard in classifying fixed costs have been 
followed by us in several subsequent cases, including Northern Natural Gas 
Company, Op. No. 228, affirmed on this point, sub nom, State Corporation Com- 
mission of Kansas v. F. P. C., 206 F. 2d 690 (C. A. 8, 1952). 

East Tenn states that in the Atlantic Seaboard opinion, it was stated “This 
is not a case where one form of joint use greatly predominates.” From this 
East Tennessee argues that because the firm sales (both resale and direct) for 
the test year were greater than the interruptible sales, then the rationale of 
Atlantic Seaboard is inapplicable here. In Atlantic Seaboard, the firm sales 
were greater than the interruptible sales, so that sales-wise there is no differ- 
ence here from Atlantic Seaboard. But the rationale of Atlantic Seaboard is 
misconstrued by East Tenn. The question there, as here, is the determination 
of how much of the constant cost shall be assigned to demand and how much 
to commodity. Both of these functions or uses are significant; and here, as in 
Atlantic Seaboard and Northern Natural, it can not be concluded that one 
function or use predominates. See Atlantic Seaboard Corporation, Op. No. 225, 
11 FPC 48, 55; Northern Natural Gas Company, Op. No. 228, 11 F. P. C. 123, 137. 
East Tenn itself recognized that return and income taxes partake of both func- 
tions and classified such costs equally between demand and commodity. 

Neither in the exceptions of East Tenn nor in the record is there any cogent 
reason for classifying all fixed costs as 100% demand cost. The operations of 
East Tenn here warrant the application of the principles established in the 
Atlantic Seaboard case, and the Examiner was correct in so concluding. 

East Tenn next contends that the Examiner erred in allocating demand costs 
on the basis of the three-day system peak period of December 11, 12, 13, 1952— 
the period of greatest system sales during the test period. East Tenn main- 
tains that demand costs should be allocated on the basis of the contract 
nominations of the firm customers. 

The sales and deliveries actually made during the three-day sustained peak 
period are as follows: 

[Mef @ 14.9 psia] 


December 1952 




















| 
llth 12th 13th Total 

Resale: 
Sl a at oh de , 27, 512 27, 851 30, 280 85, 643 
ic nics cnctneabede sminagilimineimneneits » 14, 541 | 12, 909 9, 828 | 37, 278 
I seek tas is snsnclbine t<digall imal signs abate Gimasceeaea ected 42,053 | 40, 760 | 40, 108 | 122, 921 

Direct: - bene. aa x a 
a ai Soci tichinin iheeleadiaas Satie atinendaaiiiicns uniedntaid 73, 501 72, 274 | 70, 648 216, 423 
Interruptible (all other). ................-.- 2, 936 | 2, 859 | 2, 332 8, 127 
Subtotal. _..- SOCEE = 76, 437 75, 133 72, 980 224, 550 
Interruptible (AEC) _..-.--.-.-- aii | 16, 295 | 19, 765 | 14, 966 51, 026 
NG sh i gan stlcce chk, nocd | 92, 732 94, 898 87, 946 275, 576 
nde i el | 134,785 | 135,658 | 128,054 | 398, 497 


Interruptible deliveries constituted 24 percent of the deliveries during this 
period. To ignore the use of the system facilities and to ignore demand costs 
incurred by such interruptible sales, as East Tenn’s method would do, is tanta- 
mount to giving such service free use of the facilities during this peak period. 
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The record shows that East Tenn’s contract with TGT did not require TGT 
to supply all the nominated firm requirements so that East Tenn itself recog- 
nized that the nominated firm requirements are unrealistic and do not reflect 
the true demands upon the system in periods of maximum use. The three-day 
sustained period, adopted by the Examiner, allocates demand costs on the 
actual use of the system facilities during peak periods. Re Northern Natural 
Gas Company, Op. No. 228, supra. 

East Tenn contends that under such an allocation the assigned costs to the 
AEC interruptible sales on an Mcf basis are more than the assigned costs 
against other firm sales on an Mcf basis. But this arises because of East Tenn’s 
method of operations, in which such interruptible sales are not true “dump” 
gas sales. The record shows that East Tenn incurred purchased gas demand 
costs in order to make such AEC interruptible deliveries. Further, system 
capacity was used during the peak period to make such deliveries; as a matter 
of fact, 12.8% of the average total system load during the three-day sustained 
peak period went to AEC as interruptible gas. The incurring of purchased 
demand costs and the use of the system facilities require that such services 
bear their share of costs. 

The Examiner was justified on this record in spreading demand costs on the 
basis of a three-day sustained peak period. The use of a three-day period 
tended to eliminate any distortion which might occur on any one day due to 
the excess use of storage or line peak or any other abnormal condition. 

Subsequent to the conclusion of the hearings and the filing of briefs in this 
matter East Tenn filed Rate Schedules G-3, G—-4 and I-2 to its FPC Gas Tariff, 
Second Revised Volume No. 1 (Order issued January 4, 1954 in Docket No. 
G-—1336). At the time of the instant rate filing, said Second Revised Volume 
No. 1 contained only Rate Schedules G-1, G-2 and I-1. The Examiner there- 
fore on the basis of the record before him correctly ordered the cancellation of 
the entire Second Revised Volume No. 1, which is identical with First Revised 
Volume No. 1, save for the change in rate levels in the G—1, G-2 and I-1 rate 
schedules. However, because the new Rate Schedules G-3, G—4 and I-2 are 
not contained in First Revised Volume No. 1, the cancellation of Second 
Revised Volume No. 1 would leave no rates or tariff for the service under the 
G-3, G-4 and I-2 Rate Schedules. Therefore, by amending the order in the 
Examiner’s decision so as to cancel Rate Schedules G—1, G-2 and I-1 in Second 
Revised Volume No. 1, East Tenn may revise Second Revised Volume No. 1 to 
conform to the level of rates prescribed by the Examiner for Rate Schedules 
G-1, G-2 and I-1, to wit: 





Rate schedule Second revised volume No. 1 Ordered rate 
G-1 (Straight commodity) .................] 45¢ per Mef.............. clieiaanitaaiiceebel 40.7¢ per Mef. 
OU i i as chance eeestans | $3.00 per month. 
IRIN bn. s-adccccdnbanemnensdeunnal NE acs cehesee ee ere ene | 19.7¢ per Met. 
Pe . anndantesesons purindisienmiediaimadal 25¢ per Mcf........-. snasdscndeebad | 25¢ per Mef. 





Attention is called to the order issued on January 4, 1954 allowing Rate 
Schedules G-3, G-4 and I-2 to go into effect which provides: 


East Tennessee shall, if it is required by order or orders of the Com- 
mission to make any rate reductions to its resale customers in the pro- 
ceeding pending in Docket No. G-2078, which rate reductions are accepted 
by East Tennessee or become final following Court review or otherwise: 

(1) File with the Commission forthwith changes in its Rate Schedules 
G-3, G-4 and I-2 to reduce the rates therein provided, so as to maintain 
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the differential in rates between Zone 1 and Zone 2, hereinbefore set forth; 
and 

(2) Refund to its resale customers the excess, if any, of the charges col- 
lected under Rate Schedules G-3, G-4 and I-2 herein made effective over 
the charges which would have been collected under the revised rate sched- 
ules as described above together with interest on such excess at the rate of 
6% per annum from the date of payment to East Tennessee until refunded. 

The Commission finds: 

Based on the entire record in this proceeding, including the Presiding Exam- 
iner’s Decision issued January 14, 1954, the Examiner’s findings, conclusions 
and decision should be affirmed in all respects, save in the one respect for the 
purpose of integrating Rate Schedules G-3, G-4 and I-2. 

The Commission orders: 

The findings, conclusions and decision of the Presiding Examiner in this 
proceeding issued January 14, 1954, are affirmed in all respects, save in the 
one respect to conform Second Revised Volume No. 1, so that paragraphs (A) 
and (B) of the order in the Presiding Examiner’s Decision (p. 559) will read 
as follows: 

(A) The increased rates embodied in East Tennessee Natural Gas Compa- 
ny’s FPC Gas Tariff, 2nd Revised Volume No. 1, which was filed by East Ten- 
nessee on September 29, 1952, suspended by order issued October 23, 1952, but 
which was made effective as of May 2, 1953 under bond and subject to refund 
by the Commission’s order issued May 6, 1953, be and the same are hereby 
disallowed and denied and Rate Schedules G—1, G-2 and I-1 of East Tennessee 
Natural Gas Company’s FPC Gas Tariff, 2nd Revised Volume No. 1, be and 
the same are hereby cancelled effective as of 8 a. m. of the date of issuance of 
this order. 

(B) Within 15 days from the date of issuance of this order, East Tennessee 
Natural Gas Company shall file with the Commission new rate schedules iden- 
tical with Rate Schedules G-1, G-2 and I-2 cancelled by paragraph (A) above, 
said new rate schedules to be effective as of the aforesaid date of issuance of 
this order, except that in lieu of the rates set out below in the column headed 
“Second Revised Volume No. 1” there shall be substituted the rates set out 
below in the column headed “Ordered Rate”: 

















Rate schedule | Second revised volume No. 1 Ordered rate 
ee _ — | SS | 
G-1 (straight commodity).................. | NE Fie iin i sccintipsciaitiniaenaidaiihiil | 40.7¢ per Mef. 
Pe ientccncdednananéecsesiesmanci  } ff eee $3.00 per month. 
EEE! ae 19.7¢ per Mcf. 


ELIE LEI LOE LAGI, 25¢ per Mcf_...... seiebncbipacomamaactes 25¢ per Mef. 
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IN THE MATTER OF 
TEXAS EASTERN TRANSMISSION CORPORATION 


Upon an Application for a Certificate of Public Convenience 


and Necessity under Section 7 of the Natural Gas Act 
Docket No. G—2251 
March 15, 1954* 
Syllabus 


Commission issues certificate of public convenience and necessity under Section 
7 of the Natural Gas Act to Texas Eastern. P. 569. 


R. Clyde Hargrove, Elmer W. Holmes, Charles I. Francis, and Keith M. 
Pyburn for Texas Eastern Transmission Corp. 
Francis J. Walsh for the staff of the Federal Power Commission. 


WoopDALL, Presiding Examiner: Applicant, Texas Eastern Transmission Cor- 
poration, seeks authority to sell and deliver to certain of its present firm cus- 
tomers additional firm natural gas under its DCQ Rate Schedule for a period 
of one year commencing November 1, 1953, and natural gas available under its 
WPS Rate Schedule for the period November 1, 1953 through March 31, 1954, 
as follows: 

Short term firm service under DCQ rate schedules 


{Nov. 1, 1953 through Oct. 31, 1954] 








| 
| Maximum | Annual con- 
Company daily | tract (MCF 
| (MCF 14.73 psia) 
| 14.73 psia) | 
Zone C 
Equitable Gas Co. a sh sai pistes mee ie ee 3, 060 | 1, 116, 930 
National Gas & Oil C orp. = ; uhaeee sidan dsl | 2, 040 744, 620 
| 
Zone D | 
} 
The Manufacturers Licht & Heat Co. and The Ohio Fuel Gas Co ‘ 30, 601 11, 169, 296 
Philadelphia Electric Co--- i 10, 200 3, 723, 099 
Public Service Electric & Gas Co_._- Jiitercdaeheugnnanmaiies 5, 100 1, 861, 549 
Peaidivntdisdidecndsnitdinwedd Siebel Ch hnttes eae tip ta ede 51,001 18, 615, 494 


Winter peaking service under WPS rate schedule 


[Nov. 1, 1953 through Mar. 31, 1954] 


| 
Maximum | Winter con- 


Company | daily (MCF | tract (MCF 

14.73 psia) | 14.73 psia) 
City Gas Co... 22. 44 1, 694 
National Gas & Oil Corp enebetlaseetts cates 1,020 77,012 
Philadel hia Electric Co- 7 : ; 11, 220 847, 132 
Philadelphia Gas Works, division of UG1_...-- 16, 320 1, 232, 193 
Publie Service Electric & Gas Co____- satinsinesnsallcsiliiy clea 28, 561 2, 156, 337 
iiss bivteiscrabsbnics x juiiiinie ctu wen Ranheb~diaie 57, 143. 44 4, 314, 368 


* No exceptions to the initial decision henten been filed or review initiated by the 
Commission, the decision became effective on April 15, 1954, as the final decision and 
order of the Commission. 
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The public hearing was concluded on November 6, 1953 and briefs were filed 
by the parties, including intervenors. 

On October 23, 1953, the Commission granted temporary authorization to 
make the sales and deliveries proposed, which are being made thereunder. 

The only opposition to the granting of a certificate was that made by the 
National Coal Association, United Mine Workers of America, Fuels Research 
Council, Inec., and Anthracite Institute (The Coal Interests), who participated 
in the examination of witnesses but introduced no evidence. 


THE ABLE AND WILLING TEST 


Upon the record of evidence herein the following findings of fact are made: 

1. Texas Eastern has available more than 100,000 Mcf of natural gas per day 
for delivery during the yearly period involved under its DCQ Rate Schedules 
to meet the daily 51,001 Mcf proposed to be sold and delivered. Of the gas 
allocated to Algonquin Gas Transmission Company more than the amount here 
proposed has been relinquished by Algonquin, which has elected to take only 
98,940 Mcf daily out of 214,000 Mcf allocated in this period by the Commission. 
For the proposed service under WPS Rate Schedule of 4,314,368 Mcf for the 
winter period of November 1, 1953 through March 31, 1954, Texas Eastern has 
available from storage about 8,500,000 Mcf. As the staff’s brief aptly states: 
“In this proceeding there is no question concerning the supply of natural gas 
of Texas Eastern.” 

2. No new facilities are required or applied for. 

8. Financing is not involved. 

4, The Commission has already passed upon the rates which affect economic 
feasibility. Such feasibility is found to exist. 

5. As an ultimate finding of fact and conclusion of law Texas Eastern is able 
and willingly properly to do the acts and perform the services being proposed 
and to conform to the provisions of the Act and the requirements, rules and 
regulations of the Commission thereunder. 


THE PUBLIC CONVENIENCE AND NECESSITY 


Upon the record of evidence herein the following findings of fact are made: 

1. The proposed recipients of gas herein are all present firm customers of 
Texas Eastern and each company has executed the approved form of service 
agreement covering the gas to be purchased. 

2. Each purchasing company has by uncontradicted evidence established their 
need of the additional gas during the period involved to meet more adequately 
their respective service requirement in the public interest of their customers. 
There being no contra-evidence it is unnecessary to make detailed findings 
regarding each element of the proof. However, respecting the companies of the 
Columbia Gas System, it is found that the uncontradicted proof is that the 
system will still suffer a deficiency of substantial proportions after the receipt 
of the additional gas here involved. The brief of Texas Eastern correctly 
summarized the uncontradicted proof of the other companies showing their 
critical requirements for this proposed gas, which statements are adopted as 
findings herein. 

3. Proof of potential savings to ultimate customers stands uncontradicted. 
This would result under the estimates made herein from substantially lower 
rates for its gas by Texas Eastern than would be possible without these sales. 
See the Commission’s Opinion and Order in Docket No. G—1964, 11 F .P. C. 416. 
To several of the customer companies the receipt of this additional gas will 
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make estimated savings available to them. Some of such savings can be passed 
on to their ultimate customers. The additional gas purchased will replace 
higher cost fuel for several of the customer companies. Their ultimate custom- 
ers will benefit through the operation of the “fuel” or “raw materials”, clause 
in their retail rate schedules. 

4. The situation established by uncontroverted proof, which would exist in 
the respective services of the customer companies if the gas proposed to be sold 
and delivered were not made available to them, is of such a degree of deficiency 
as to adversely affect the public convenience and necessity of the respective 
groups of ultimate consumers. Having in mind the immediacy of the winter 
season approaching when Texas Eastern applied for authorization to render 
this service and the concomitant circumstances involved, the Commission 
granted a temporary authorization under the terms of the Act. The facts of 
record, which stand uncontradicted, fully support the expert judgment of the 
Commission in exercising its statutory power in granting such temporary 
authorization. It is found that the facts here proved constitute the statutory 
basis for the exercise of such power to grant temporary authorization. The 
assertions of The Coal Interests to the contrary are not in accord with the 
record facts. 

5. The estimated use by Philadelphia Electric Company of gas purchased 
under Rate Schedule DCQ-D as boiler fuel in the electric generating stations 
in Philadelphia, namely 3,511,950 out of 48,147,000 therms proposed to be 
purchased hereunder, is calculated as 7.3% of the additional gas purchased. 
It is found that such small proportionate use for electric generation is only 
such boiler fuel use as will enable Philadelphia to take the gas on a 100% load 
factor basis (at a saving in cost) instead of at a 91% load factor. It is found 
that such use is consistent with the public convenience and necessity herein 
proposed to be served. 

6. As an ultimate finding of fact and conclusion of law, the present and 
future public convenience and necessity requires the proposed sales and 
deliveries of natural gas herein proposed. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be, and hereby is, 
issued to Texas Eastern Transmission Corporation, authorizing it to make the 
sales and deliveries of natural gas herein applied for and described in its 
application and the record in Docket No. G—2251. 

(B) This certificate is not transferable in any manner and shall be effective 
only so long as Applicant continues the operation hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any appli- 
cable rules, regulations, or orders of the Commission. 

Emery J. WoopALtL, 
Presiding Examiner. 


468918—61——-39 







































FEDERAL POWER COMMISSION 


IN THE MATTER OF 


MISSOURI PUBLIC SERVICE COMPANY, 
CITIES SERVICE GAS COMPANY 


Upon Applications for Certificates of Public Convenience and Necessity 
Docket Nos. G-2157 and G-2209 
February 9, 1954* 
Syllabus 


1. It is beyond scope of this decision to go into question of whether natural 
gas is cheaper than coal at the power plant, or whether proper accounting 
between electric service and gas service has been proposed and used, since 
State Commission has approved the proposed service. P. 574. 

2. Kansas Corporation Commission’s orders fixing minimum field prices are 
wholly irrelevant to any issue in this certificate proceeding. P. 574. 

8. Cities has an adequate supply of natural gas to render proposed service, 
unless and until its exchange arrangement with Panhandle is cancelled or 
modified by this Commission. P. 574. 

4. Where public convenience and necessity for resale gas service is contingent 
upon whether boiler fuel gas is essential to make the resale service 
feasible, certificate may be issued. P. 576. 

Natural gas used for space heating in dual-fuel appliances is not firm 
service but off-peak or interruptible service. P. 578. 

6. Commission issues certificates of public convenience and necessity under 

Section 7 of the Natural Gas Act to applicants. P. 579. 


cn 


A. Z. Patterson and Charles E. McGee for Missouri Public Service Co. 
Robert R. McCracken and O. R. Stites for Cities Service Gas Co. 
Oscar E. Reed for the staff of the Federal Power Commission. 


WoopaLL, Presiding Examiner: Pursuant to an order of the Commission 
issued on October 8, 1953, public hearings in these consolidated proceedings be- 
gan on October 26, 1953 and concluded on November 13, 1953. Briefs have 
been filed by all parties. 

Missouri Public Service Company (Service Company), Docket No. G-—2157, 
has applied for a certificate of public convenience and necessity for the con- 
struction and operation of a 10-inch connecting lateral between Warrensburg, 
Mo., and Clinton (Henry County), Mo., of about 24 miles in length to enable 
Service Company to supply the city of Clinton with natural gas. Service 
Company has distributed under franchise propane-air gas for about 16 years, 
and previously it, or its predecessor, distributed manufactured “water-gas” for 
more than 35 years, at retail in Clinton, Mo. Service Company also serves 
natural gas in several other Missouri towns and is also a distributing electric 
utility, generating and distributing electricity in Clinton and many other 
towns in western and northern Missouri. Service Company transports natural 
gas from its supplier, Cities Service Gas Company, but sells natural gas only at 
retail in local distribution, and is regulated by the Missouri Public Service 
Commission. That Commission has issued a Certificate of Public Convenience 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued April 29, 1954, infra, p. 578. 
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and Necessity to Service Company for the transportation and distribution of 
natural gas in Clinton herein proposed. 

Cities Service Gas Company (Cities) has contracted with Service Company 
to supply the natural gas required for the proposed distribution service in 
Clinton. Cities has applied to this Commission in Docket No. G-—2209 for a 
certificate of public convenience and necessity for the sale of natural gas to 
Service Company for resale at retail in Clinton and for the construction and 
operation of a meter and regulator setting on its Ottawa-Sedalia lateral near 
Warrenburg, which is served from its Ottawa compressor station. Cities has 
also contracted to sell to Service Company an interruptible supply of natural 
gas for fuel for Service Company’s electric plant at Clinton. The cost of the 
meter and regulator is estimated at $6,450 to be paid for from its own funds 
on hand. 

BACKGROUND FACTS 


Upon the record of evidence herein the following findings of facts are made: 

(1) Clinton, Mo., has a population of about 6000. For about 50 years it 
has had manufactured gas service, now propane-air, which costs consumers 
about 1514 cents a therm as against an estimated 6.3 cents per therm for nat- 
ural gas, as herein proposed. The existing propane-air service is unsatisfactory 
service. The citizens of Clinton have been clamoring for natural gas service 
for several years. Although natural gas pipe-lines carrying gas to distant 
places pass this area on every side, Clinton, Lebanon and Rolla are the only 3 
towns in this part of Missouri which still have been unable to obtain natural- 
gas service. The cost of propane-air gas is prohibitive in price for general 
use for house-heating. Because of the high cost, only a few residents use 
propane-air gas for house-heating. The City officials have been trying for 
years to obtain for the people of Clinton natural gas service. Without natural 
gas service the City cannot attract new industry to locate there. When the 
service herein proposed was arranged by contract between Service Company and 
Cities, the City officials held an election to determine whether the proposed 
plan of service was satisfactory to the citizens. At such election 1285 voted 
for the issuance of a 20-year franchise to Service Company for the natural gas 
service herein proposed. Only 77 voters were opposed—or about 20 to 1 favored 
the proposal. The Mayor testified that he knew of no opposition in the election 
by the coal interests, which intervened herein in opposition. No one con- 
tradicted that evidence. 

(2) Cities has contracted with Service Company to sell and deliver through 
Cities’ Ottawa Station into Service Company’s 10-inch lateral the natural gas 
required to supply the demands of the customers of Service Company in Clin- 
ton under the franchise of Service Company providing for dual-fuel heating 
equipment service, as approved by the Missouri Public Service Commission. 
Customers desiring gas for cooking, water heating and refrigeration, and 
whose space-heating equipment at a single address does not exceed a capacity 
of thirty (30) cubic feet per hour in the aggregate, will receive firm natural 
gas service without restriction on all days. Customers whose space-heating 
equipment exceeds 30 cubic feet per hour will receive natural gas service for 
any temperature down to and including 20°F. at which temperature the dual- 
fuel heating equipment, which is required to be installed by such customers, 
will automatically cut off natural gas by an outside sealed thermostatic control 
and allow other fuel to operate the heating equipment. Few householders now 
use coal for house-heating. The dual fuel is oil. Customers presently using 
propane-air for space heating are not required to install dual-fuel heating 
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equipment; but Service Company agrees to manufacture propane-air “in 
quantities equivalent in Btu to not less than 85% of the total space-heating 
demand of such customers, computed on a 1000 Btu content for natural gas.” 
A considerable number of customers have already installed dual-fuel heating 
equipment in anticipation of natural gas service. 

(3) Cities has testified without any contradictory evidence that its supply 
is not adequate to supply the Clinton requirements except on such dual-fuel 
heating equipment basis geared to 20° F. peak; but that on such basis no 
existing customers’ requirements will be unsatisfied on its system.’ Instead of 
contracting with Service Company for a fixed maximum number of Mcf of 
natural gas on a peak day of unknown low temperature, Cities has contracted 
to supply an indefinite future requirement for natural gas by Clinton custom- 
ers, including space-heating requirements, at all times when the outside tem- 
perature in Clinton is 20° F. or higher, thus limiting Clinton space-heating 
demands on Cities’ supply by a contractually established 20° F. peak day rather 
than by a limit on the maximum number of Mcf which Cities may be required 
to deliver to meet Clinton customers’ space-heating demands on any day when 
temperatures are lower than 20° F. The dual-fuel equipment has been esti- 
mated to be operative (in shifting from natural gas to oil) between 7.8% to 
15% of the heating season. For this arrangement the citizens of Clinton voted 
overwhelmingly. The 20° F. temperature has no effect whatever on natural 
gas supply or customer demands for cooking, water heating and refrigeration. 
Nor is there any quantitative limitation upon Cities’ obligation to satisfy such 
firm demands on any day of any temperature, including on Cities’ system peak 
day. In net effect, the Clinton customer space-heating requirements in excess 
of 30 cubic feet per hour, when outside temperature is below 20° F., are by 
such contractual and franchise arrangement, approved by the citizens, removed 
from Cities’ system supply and shifted either to oil or to Service Company’s 
stand-by peak-shaving, propane-air plant. On this basis, satisfactory to Cities, 
Service Company, the officials and citizens of Clinton, Cities has shown an 
adequate supply of natural gas to render such service to Service Company for 
retail service in Clinton, without affecting its ability to render adequate service 
to existing customers of its system. 

(4) For an identical type of dual-fuel service in the cities of Meriden, 
Kansas, and Cleveland, Missouri, this Commission issued to Cities a certificate 
of public convenience and necessity in Docket No. G—1563. The service herein 
proposed is to be rendered under the same filed tariff of Cities at the same 
presently effective rates. 

It is concluded as a matter of law that the service herein proposed is firm 
service in accordance with the filed tariff of Cities with this Commission, and 
not, as argued by the Staff, any form of “interruptible service”. The limitation 
upon obligated deliveries for resale for house heating do not constitute in law 
any less firm contract to supply natural gas than do service agreements which 
limit the maximum number of Mcf of natural gas required to be delivered on 
any day, including any peak day, which are in customary use throughout the 
industry.” 


1 While 50 to 60 requests for full natural gas service have been made upon Cities, 
which it declined during the past 5 or 6 years, only Clinton has requested dual-fuel 
service. No other city seeking service from Cities was a party to this proceeding. 

?This method of limitation by contract upon demands upon supply may in time pro- 
vide where feasible a usual means of reducing the threat to pipeline systems of inability 
to meet all peak-day demands. Where the distributing utility, the State regulatory 
authority, and the ultimate customers are satisfied, as here, who should object to dual- 
fuel service? 
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(5) To carry out this arrangement Service Company has obtained: 

(a) A 20-year franchise from the City of Clinton after an election approving 
such issuance ; 

(b) The approval of the Missouri Public Service Commission, which by 
State and Federal law is the proper and sole regulatory authority of local 
distribution service of gas in Clinton, Missouri. The coal interests, inter- 
venors herein—focused upon a Missouri coal mining company now selling coal 
to Service Company’s electric plant in Clinton—did not intervene in the proceed- 
ing before such State regulatory body or present any opposition before that 
State Commission to its issuance of a certificate of public convenience and 
necessity for the construction of, operation of, and natural gas service in 
Clinton herein proposed ; 

(c) County permits allowing the use of public highways for laying the 
connecting pipe-line ; 

(d) All of the pipe required, which has been purchased and delivered. 

(6) The existing propane-air service is not only unsatisfactory to Clinton but 
Service Company has operated its propane-air gas distribution service to Clin- 
ton at net operating losses of $20,118 for 1951 and $19,537 for 1952. Losses 
for such properties in 3 towns (Trenton, Chillicothe, and Clinton) were $50,049 
in 1951 and $51,824 in 1952. Continued gas service to Clinton is endangered 
unless natural gas can be supplied. 

(7) Service Company has contracted with Cities for the sale and delivery on 
an interruptible basis of natural gas for the fuel requirements of the electric 
generating plant of Service Company at Clinton. Requirements of residential 
and other firm customers and for gas to replenish underground storage are 
contractually placed ahead of the interruptible deliveries to the power plant. 
It is established by uncontroverted evidence that the economic feasibility of 
natural gas service to the citizens of Clinton at retail depends upon the use of 
the 24-mile connecting line to transport natural gas also as boiler fuel at the 
power plant. Without such maximum use of the connecting line to deliver such 
boiler fuel gas when retail customers’ use is low in summer months, Service 
Company cannot afford to construct and operate the connecting pipeline and 
will not undertake the program of distributing natural gas to the citizens of 
Clinton. 

The central issue, therefore, to be decided on these applications is whether 
present and future public convenience and necessity requires the sale, delivery 
and use of the volumes of natural gas here involved for boiler fuel in the 
power plant. 

(8) The Clinton electric plant now uses coal mined in the vicinity of Clinton. 
It is proposed herein to replace such coal almost entirely with natural gas. 
Service Company now uses natural gas at its Sedalia power plant. In 1954 it 
is estimated that 9,412 tons of coal would still be used while natural gas is used 
instead of coal for the balance of the generation of electric energy during the 
year. It appears that it is proposed to use natural gas to replace the difference 
between 84,854 tons of coal calculated to be required for electric generation in 
1954 and 9,412 or 75,442 tons of coal. This loss of business by one coal mining 
company is a basis for the intervention of the coal interests in this proceedings. 


ECONOMIC FEASIBILITY 


On the evidence of record the following facts are found: 
(1) It is economically feasible for Cities to construct and operate the pro- 
posed meter and regulator setting, costing about $6,500. 
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(2) The distribution system of Service Company has been shown by undis- 
puted evidence to be economically feasible, showing, according to such evidence, 
in the year 1956 net operating revenues of $41,953 in contrast to about $20,000 
net losses in the last 2 years. The showing for net operating revenue from the 
transmission line is $23,001. Whether these estimates are adopted as made, it 
must be found on the uncontradicted evidence that the natural gas service to 
Clinton at retail when natural gas is used at the Clinton power plant is eco- 
nomically feasible. It is admitted and found that without the boiler fuel load 
the distribution service at retail will not render the construction and operation 
economically feasible. 

(3) It is not necessary to determine whether the use of natural gas as fuel 
at the power plant in Clinton is cheaper, or how much cheaper, than the use 
of coal. Nevertheless, on the preponderance of evidence of record some savings 
in cost is found to have been reasonably established. As this Commission does 
not regulate the electric or gas rates for distribution service in Clinton and as 
the lawful authority, the Public Service Commission of Missouri, has already 
approved the proposed construction, operation, and service, including the boiler 
fuel use of natural gas instead of locally mined Missouri coal, it is beyond the 
scope of this decision to go into the various positions taken by the coal interests, 
intervenors herein, or by the Commission Staff as to whether natural gas is 
cheaper, as fuel at the power plant, or whether proper accounting between 
electric service and gas service has been proposed and used. 

(4) The Kansas Corporation Commission order referred to in the briefs, 
which allegedly was entered after the record in this proceeding was completed 
and closed, is not a fact of record. If the statements made about it constitute 
an implied request that official notice be taken of that order, the motion is 
denied. Cities proposes to sell natural gas for resale to Service Company at 
presently effective rates now on file with this Commission. What the future 
effect the new Kansas order may be on Cities’ rates is in no way in evidence, 
and even if counsel’s argument were rated as evidence, the effects are at best 
speculative and indefinite. It is found that the orders of the Kansas Corpora- 
tion Commission fixing minimum field prices are wholly irrelevant to any issue 
in this proceeding. 

(5) It is equally unnecessary to make any findings as to how much the 
distribution of natural gas to the citizens of Clinton will save them under the 
proposed plan of construction and operation. It is enough to find, and it is 
found, that the proposed natural gas service has been shown to be favored by 
Clinton and to be reasonably estimated to bring about substantially reduced 
rates for gas service. The effect on electric rates certainly will not be gone 
into. These matters are left where they belong—in the able hands of the 
Missouri Public Service Commission. 


ADEQUACY OF GAS SUPPLY 


On the evidence of record the following facts are found: 

(1) Except for the posed possibility of the future change of exchange of 
gas arrangements between Cities and Panhandle Eastern Pipeline Company 
(Panhandle), an intervenor herein, the uncontradicted evidence is that Cities 
can by a slight increase in operating pressures at its Ottawa Compressor Sta- 
tion, well within the design thereof, supply the gas here involved. While not 
definitive, the proof of system sufficiency of supply is the sole evidence and 
stands uncontradicted by evidence and undisputed by any counsel. It is found 
that -Cities has an adequate supply of natural gas to render the proposed 
service and that unless and until its exchange arrangement with Panhandle is 
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eancelled or modified as approved at some future time by this Commission 
the facilities proposed herein are engineeringly capable of effectuating the 
proposed deliveries. 

(2) Speculation as to whether or when such arrangements may be changed 
is not a function of this decision. Panhandle’s brief “suggests that it would 
be in the public interest to require a showing by Cities of a proper solution of 
that problem before any certificate is issued in this proceeding.” The sug- 
gestion cannot be adopted under the Act. Present facts control the lawful 
decision herein, not unknown future happenings. If deemed important, it is 
found that the notice of cancellation has not terminated the exchange arrange- 
ment, which is subject to this Commission’s regulatory power. Panhandle has 
not acted upon any other theory. 


ENGINEERING FEASIBILITY 


On the evidence of record the following facts are found: 

(1) Cities proposes adequate facilities, which are found adequate to enable 
the proposed deliveries from the Ottawa Compressor Station. 

(2) Service Compaffy has proposed facilities, which are found to be adequate 
to effect the transportation of the natural gas proposed to be put through the 
line. This fact is undisputed. In fact, some counsel complain of excess 
capacity in the connecting line. On that point, it is found that the line is 
reasonably designed to render the service here proposed, including boiler fuel 
loads, and allowing reasonable provision for growth of service loads. Cities 
may well augment system supply and facilities so as to be able and willing to 
supply gas for resale in Clinton on a firm peak day basis without dual-fuel 
contractual peak-day limitation. With natural gas Clinton may emulate its 
natural-gas-using neighbors and grow rapidly. The margin of excess capacity 
is found to be reasonable. 


FINANCIAL FEASIBILITY 


On the evidence of record it is found that both Cities and Service Company 
are financially able with corporate funds to construct and operate the proposed 
facilities. No one disputes this fact. 


THE ABLE AND WILLING TEST 


As an ultimate finding of fact from the preponderance of evidence of record 
and conclusion of law under Section 7 of the Act, it is found and concluded 
that both Cities and Service Company are able and willing properly to do the 
acts and perform the services respectively proposed and to conform to the 
provisions of the Act and the requirements, rules and regulations of the 
Commission thereunder. 


THE PUBLIC CONVENIENCE AND NECESSITY 


The same public convenience and necessity would require the proposed 
services of both Cities and Service Company. The test is whether the boiler 
fuel load negatives the established and undisputed public convenience and 
necessity for the local distribution of natural gas in Clinton. 

On the preponderance of the evidence of record the following facts are found: 

(1) The present and future public convenience and necessity of the City of 
Clinton and its citizens requires the proposed local distribution service of nat- 
ural gas. The uncontradicted evidence is that neither coal, oil, or both, or 
propane-air gas service meets the present public convenience and necessity of 
the people of Clinton. The question is whether the boiler fuel use of natural 
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gas cancels out on balance such public convenience and necessity, because a 
broader public convenience and necessity does not justify the proposed inferior 
use of natural gas. 

(2) Two opposing considerations exist, namely, whether that much Missouri 
coal should be replaced by natural gas as power plant fuel and whether that 
much of Cities’ system supply should be so used. As to displacing that Mis- 
souri coal, we find that the private interest of the local coal mining company, 
which has sold coal for the Clinton power plant in the past but which has no 
contract for such sale, is pitted against the interest of the public of Clinton. 
If other things are equal, the public convenience and necessity of the citizens 
of Clinton prevails under Section 7 of the Act. The Missouri Public Service 
Commission must be presumed to have weighed these relative interests also. 

(3) The evidence of the quantitative effect of this boiler fuel load upon 
Cities’ system supply is indecisive. This load cannot penalize system firm 
demands or storage requirements. Cities by acceptance of this contract 
creates the presumption that higher uses of its gas supply are not jeopardized. 
The record evidence goes no further than that. Hence, we find no evidence 
of adverse effect upon system supply of Cities. The fuel demand is not on 
peak. Even the resale demand for space-heating (more than 30 cubic feet per 
hour) is off-system peak under the contracted 20° F. temperature peak. 

(4) The dual-fuel arrangement has been made a whipping boy by the opposi- 
tion, which has failed to deal realistically with the public interest involved, 
namely, either the people get natural gas—and they know what they want— 
by using dual-fuel for space-heating (although for domestic uses they get 
complete peak-day service) or by reason of the use of natural gas as fuel at 
the power plant, or they cannot get natural gas—and must wait and remain in 
competitive isolation, although actually located in the midst of natural gas 
transmission lines. It just happens that none of the lines are closer than 24 
miles, hence, boiler fuel spells the economic difference. It is found that the 
proportion of boiler fuel gas used to the resale gas distributed in Clinton has 
no factual relevance or legal significance to the issue, because it is found 
that the proposed resale service is at the mercy of the two other features, 
namely, the dual-fuel contractual 20° F. temperature limitation on peak de- 
mand and power plant boiler fuel. The proportion would not be greatly 
changed by estimates of full peak-day resale demand. It would still be a 
question of economic use of the 24 miles of connecting line. For that size town 
the resale-demand would not provide adequate revenues. 

(5) A survey of this Commission’s decisions, both as to approved use of 
dual-fuel equipment and approval of boiler fuel gas, compels the conclusion of 
law that under the Act boiler fuel use is not prescribed, that where public 
convenience and necessity for resale gas service is contingent upon whether 
boiler fuel gas is essential to make the resale service feasible, the certificate 
may be issued; and that no legal position heretofore taken by this Commission 
bars the finding and conclusion that the present and future public convenience 
and necessity requires the construction, operation, sales and service herein pro- 
posed. As an ultimate finding of fact and conclusion of law, the present and 
future public convenience and necessity requires the construction and operation 
of the proposed facilities and the sales and service of natural gas herein 
proposed. 

ORDER IN DOCKET NO. G—-2157 


Wherefore, it is ordered, subject to review by the Commission, that: 
(A) A certificate of public convenience and necessity be, and hereby is, 
issued to Missouri Public Service Company authorizing it to construct and 
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operate the facilities herein applied for as more fully described in its applica- 
tion and the record in Docket No. G-—2157. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in Paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by Applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of 
such order is filed in accordance with Section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the 
date on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has 
been filed: Provided, however, That if a petition for review is filed in accord- 
ance with the provisions of Section 19 of the Natural Gas Act, such acceptance 
shall be filed within 30 days after final disposition of the judicial review pro- 
ceedings thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in Paragraph (A) 
hereof : 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by Applicant not later than six months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction ; 

(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) within six months after authorized facilities have been constructed and 
placed in service and authorized operations have commenced, a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, dam- 
ages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimate 
of costs relied upon herein by Applicant. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as Applicant continues the operation hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any appli- 
cable rules, regulations, or orders of the Commission. 


ORDER IN DOCKET NO. G—2209 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be, and hereby is, issued 
to Cities Service Gas Company authorizing it to construct and operate the 
facilities herein applied for as more fully described in its application and the 
record in Docket No. G—2209. 

(B) The following condition be and the same hereby is attached to the 
issuance of the certificate issued in Paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by Applicant within 30 days from the issue date of the order issuing 
such certificate: Provided, however, That if an application for rehearing of 
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such order is filed in accordance with Section 19 of the Natural Gas Act, such 
acceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the 
date on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has been 
filed: Provided, however, that if a petition for review is filed in accordance 
with the provisions of Section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days after final disposition of the judicial review proceedings 
thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in Paragraph (A) 
hereof: 

(1) The construction hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by Applicant not later than six months subsequent to 
beginning of construction. 

(2) Applicant shall file with the Commission, in writing and under oath, 
an original and four conformed copies of the following: 

(i) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized construction; 

(ii) within 10 days after authorized facilities have been constructed and 
placed in service and operations herein authorized have commenced, notice of 
the date of such placement and commencement ; 

(iii) within six months after authorized facilities have been constructed 
and placed in service and authorized operations have commenced, a statement 
showing the actual cost of constructing authorized facilities by operating units, 
and showing separately the actual cost of labor, materials, rights-of-way, dam- 
ages, surveys, engineering, inspection, overhead, interest during construction, 
contingencies, and all other items of cost, together with a statement showing 
and explaining the cause for any difference between actual cost and estimate of 
costs relied upon herein by Applicant. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as Applicant continues the operation hereby authorized and in 
accordance with the provisions of the Natural Gas Act, as well as any appli- 
eable rules, regulations, or orders of the Commission. 

YMERY J. WOODALL, 
Presiding Examiner. 


Order modifying and affirming as modified, 
initial decision of presiding examiner 


April 29, 1954 


Upon consideration of the record in these proceedings, the initial decision of 
the Presiding Examiner, and the exceptions to the initial decision filed herein, 
it appears that the service herein proposed with reference to natural gas to be 
used by ultimate consumers in Clinton, Missouri, for space heating in dual-fuel 
appliances is not firm service but off-peak or interruptible service. Firm serv- 
ice contemplates service without interruption. The record clearly shows that 
no gas whatever is to be supplied by Cities Service for space heating when the 
temperature is 20° Fahrenheit or below. The record also shows that alternate 
fuel must be used in Clinton, Missouri, between 7.5 and 15 percent of the heat- 
ing season. Accordingly, it is desirable, and in the public interest that the 
initial decision of the Presiding Examiner, issued February 9, 1954, at Docket 
Nos. G-2157 and G—2209, as corrected by an Errata dated March 5, 1954, be 








SHENANDOAH GAS COMPANY 579 


modified to reflect findings respecting the actual character of service which is 
to be provided by Cities Service as disclosed by the record in these proceedings. 

The Commission finds: 

(1) The service herein proposed to the extent that the buyer must require 
its space-heating customers to install dual-fuel space heating equipment which 
will cut off and interrupt service for space heating when the temperature falls 
to 20° Fahrenheit is interruptible or off-peak service. 

(2) It is in the public interest and appropriate in carrying out of the 
provisions of the Natural Gas Act and the Rules and Regulations of the 
Commission adopted pursuant thereto that Cities Service Gas Company file a 
proper rate schedule and service agreement satisfactory to the Commission 
covering the type and character of sale and service proposed to be rendered 
Missouri Public Service Company under representations and proposals made 
in its application for a certificate of public convenience and necessity (Item C, 
Exhibit X-1) filed by Cities Service Gas Company at Docket No. G—2209. 

(3) To the extent that the exceptions filed are inconsistent with the Commis- 
sion’s order herein, they should be denied. 

The Commission orders: 

(A) The said initial decision be and is hereby modified by adding to the 
ordering clause an additional clause reading as follows: 

(D) Cities Service Gas Company shall file with the Commission at least 60 
days prior to the commencement of the service herein authorized, an appropriate 
rate schedule and service agreement, satisfactory to the Commission, covering 
the offpeak and interruptible type and character of sale and service proposed 
to be rendered Missouri Public Service Company under representations and pro- 
posals made in its application for a certificate of public convenience and neces- 
sity, Item C and Exhibit X-1 attached thereto, filed by Cities Service Gas Com- 
pany at Docket No. G—2209. 

(B) As hereinabove modified the initial decision of the Presiding Examiner 
issued February 9, 1954, in these proceedings, as corrected by an Errata dated 
March 5, 1954, shall become effective as the decision of the Commission as of 
the date of the issuance of this order. 

(C) Exceptions filed with respect to the said initial decision as modified and 
made effective by this order, which are inconsistent with our action herein, are 
denied. 


IN THE MATTER OF 


SHENANDOAH GAS COMPANY 


Upon Application for Order Directing Connection of Facilities 
and Sale of Natural Gas and for Certificate of Public 
Convenience and Necessity 


Docket No. G-1448 
March 12, 1954* 


Syllabus 


1. It is not necessary under Section 7(a) of the Natural Gas Act to permit a 
pipeline company to serve the increasing requirements of its present cus- 
tomers before requiring it to serve customers in other communities. P. 589. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued April 80, 1954, infra, p. 5938. 
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2. State Commission orders respecting distributor’s allocation of gas have no 
effect upon allocation made in the first instance by the Commission to the 
distributor. P. 580. 

8. Capacity of pipeline, calculated by application of the Weymouth formula, is 
inadequate to serve Shenandoah’s requirements without impairing service 
to other customers. P. 590. 

4. Section 7 (a) of the Natural Gas Act is not an appropriate vehicle whereby 
one natural gas company, because it also engages in local distribution, may 
obtain from another natural gas company sufficient volumes of gas to en- 
able it to engage in operations other than local distribution. P. 595. 

5. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 (c) of the Natural Gas Act to Shenandoah conditioned on Shenan- 
doah obtaining gas on a firm basis in another Atlantic Seaboard proceed- 
ing, but denies Section 7 (a) application filed by Shenandoah. P. 594. 


Harry A. Poth, Jr., and James EB. O’Boyle for Shenandoah Gas Co. 
Norman EH. Duke for the staff of the Federal Power Commission. 


Hau, Presiding Examiner: This case is before the Commission on the 
amended application filed by Shenandoah Gas Company (Shenandoah). It 
seeks: (1) Certificate authorization under Section 7(c) of the Natural Gas Act 
for the construction and operation of a proposed natural gas system. (2) An 
order pursuant to Section 7(a) of the Act directing Atlantic Seaboard Corpora- 
tion (Atlantic Seaboard) * to connect its transmission main at a point south of 
Middletown, Virginia, with the proposed facilities of, and to sell and deliver a 
maximum of 4,000 Mcf of natural gas per day to, Shenandoah. If constructed, 
Shenandoah’s system would extend from Atlantic Seaboard’s transmission main 
up through the Shenandoah Valley, via Winchester, Virginia, to Martinsburg, 
West Virginia, where it would connect at the city gate with the existing distri- 
bution system of Martinsburg Gas & Heating Company. 

The authorizations sought by Shenandoah are being considered a second time. 
Following hearings held in 1952 and a Presiding Examiner’s decision, the Com- 
mission, by order issued May 1, 1953, directed that the record remain open for 
further hearings. On September 10, 1953, Shenandoah filed its amended appli- 
cation on which hearings have been held’? and main and reply briefs filed by 


1 At the time of the hearing two companies in the “Charleston Group” of the Columbia 
System, i. e., Atlantic Seaboard and Virginia Gas Transmission Corporation (Virginia 
Gas), each owned and operated, among other facilities, sections of a continuous 26-inch 
pipeline extending from Cobb, West Virginia to a point near Rockville, Maryland (Cobb- 
Rockville line). Shenandoah requests that its system be interconnected with the Virginia 
section of this line which, until December 31, 1953, was owned and operated by Virginia 
Gas. 

The Examiner takes official notice of the fact that after the close of the hearing and 
pursuant to requisite authorizations, including the Commission’s order issued September 
19, 1953, in Docket No. G—1906, Atlantic Seaboard acquired (effective as of December 31, 
1953) the property of Virginia Gas, which has been dissolved, and as required by that 
order has continued all operations and service which Virginia Gas rendered by means 
thereof. Accordingly, the Commission is warranted in treating Atlantic Seaboard as the 
Respondent in this proceeding in lieu of Virginia Gas (Cf. State of Wisconsin v. F. P. C., 
201 F. 2d 183, 185-187; cert. den. 845 U.S. 934). It may also be pointed out that the 
Commission must do here what it did in The Manufacturers Light and Heat Co., et al. v. 
F. P. C., et al., 206 F. 2d 404, 408, 1. e., determine the issues involved “against the back- 
ground of Columbia’s gas-supply situation and’ view the evidence offered and statements 
made in that regard “as those of Columbia through its subsidiaries, although Columbia” 
is not itself a party to this proceeding. 

2 For purpose of hearing, Shenandoah’s application in Docket No. G—-1448 was consoli- 
dated with certificate applications filed by Columbia System applicants in eleven other 
dockets. The other dockets were the subject of Commission orders issued October 21, 
1953, leaving only the issues in Docket No. G-1448 to be considered and disposed of this 
decision. 
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counsel for Shenandoah, Virginia Gas (now Atlantic Seaboard), National Coal 
Association, et al., and the Commission staff. 

Attention will first be given to the matters and issues presented by the record 
as to Shenandoah’s certificate application under Section 7(c). This will be 
followed by a consideration of its request for an order pursuant to Section 7(a). 
The reason for separate consideration of the two requests will hereinafter more 
fully appear (pp. 590-591, infra). Suffice it to say at this point that while the 
record before the Examiner sustains the 7(c) application, it fails to support the 
request for an order under Section 7(a) directing Atlantic Seaboard to connect 
its facilities with those proposed by Shenandoah and to sell and deliver to the 
latter its natural gas requirements. Denial of the 7 (a) application is caused 
by the lack of capacity in Atlantic Seaboard’s existing Cobb-Rockville line with 
which Shenandoah requests that its proposed system be interconnected. How- 
ever, in another recent consolidated proceeding over which the Examiner also 
presided, and in which Shenandoah was permitted to intervene, Atlantic Sea- 
board seeks authorization (in Docket No. G—2286) to construct and operate pipe- 
line facilities which will increase substantially the capacity of the existing Cobb- 
Rockville line by the time Shenandoah expects its system to be ready for service. 
In this latter proceeding the Commission issued an order waiving the inter- 
mediate decision procedure and the matter is now pending for decision. To pro- 
tect its position and avoid further hearings in Docket No. G—1448, assuming its 
7(a) application is denied on the basis of the record before the Examiner, 
Shenandoah has moved in Atlantic Seaboard’s Docket No. G—2286— 


* * * that if a certificate of public convenience and necessity is granted to 
Atlantic Seaboard in Docket No. G—2286, that such certificate shall be so 
conditioned as to require the applicant to establish interconnection of its 
facilities with those proposed to be constructed by Shenandoah, and to sell 
and deliver to the latter its proposed contract demand, 4 thousand Mcef of 
gas per day. 
As is apparent, Shenandoah’s motion in Docket No. G—2286 and its 7(a) applica- 
tion seek to accomplish the same purpose, i.e., provision for an adequate supply 
of gas to meet its requirements. And as will hereinafter appear, Shenandoah’s 
motion in Docket No. G—2286 is not unusual. The procedure it suggests has been 
followed by the Commission in other cases. 

Because 7(a) and 7(c) applications of the type here involved are normally 
interdependent, the denial of one ordinarily makes necessary the denial of the 
other. However, this may not be true in Shenandoah’s case for the ultimate dis- 
position of its 7(c) application must now depend upon the action the Commission 


finds it appropriate to take in Atlantic Seaboard’s Docket No. G-2286. The 
order herein so provides. 


I. CERTIFICATE APPLICATION UNDER SECTION 7 (C) 


Proposed system and market area.—Shenandoah has no existing business. It 
was organized under the laws of the State of Virginia for the purpose of render- 
ing natural gas service of the type proposed herein and is authorized to do busi- 
ness in the State of West Virginia. Its system would consist of a transmissiop 
main of approximately 38.7 miles of 65-inch line, one mile of 44-inch and 3%- 
inch laterals, and distribution systems in Winchester and unincorporated com- 
munities along the route of the transmission main. No compressor stations are 
deemed necessary since the pressure available at the tap on Atlantic Seaboard’s 
transmission main is believed sufficient to deliver all contemplated requirements. 
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If authorized by the Commission, Shenandoah proposes to commence con- 
struction as soon as practicable and to complete and place its initial system in 
operation by the fall of 1954. Its transmission main would transport natural 
gas for distribution and consumption in Winchester and Martinsburg and in 
unincorporated communities en route, principally Middletown, Stevens City and 
Clearbrook, Virginia, and in Bunker Hill and Inwood, West Virginia, all of 
which are now without natural gas service.® Shenandoah would serve Win- 
chester and the unincorporated communities at retail and Martinsburg Gas & 
Heating Company at wholesale. Martinsburg Gas & Heating Company now sells 
bottled gas and distributes propane-air gas to approximately 2500 customers in 
Martinsburg and would convert to the use of natural gas. 

The market area proposed to be served by Shenandoah has an estimated popu- 
lation of 35,000 and is predominantly a fruit growing area. Industrially, the 
area has several lime kilns, brick plants, woolen mills and fruit preserving 
plants. 

Financing and construction cost.—The estimated over-all cost of Shenandoah’s 
transmission and distribution systems, including contemplated additions through 
1958, is $1,750,628, of which $1,466,500‘ would be incurred in constructing the 
initial system. Capital and other cash requirements through 1955 are to be met 
by the sale of 5% first mortgage bonds ($1,100,000) and additional common 
stock ($600,000)—$30,000 having already been raised through the prior issuance 
of such stock. The investment banking firm of Scott, Horner & Mason, Inc., of 
Lynchburg, Virginia, has entered into a firm commitment to underwrite the 
issue of common stock. The president of this firm testified that Shenandoah’s 
system is considered to be economically feasible; that no difficulty is anticipated 
in disposing of the bonds to interested investors through private placement; and 
that under the proposed financing plan Shenandoah’s debt ratio starts at ap- 
proximately 64.5% and declines to about 60% by 1958. 

Gas requirements.—While requesting up to 4,000 Mcf per day from Atlantic 
Seaboard, this volume will not be required by Shenandoah until after the peak 
day of February 1, 1956. Peak day requirements for 1955 are estimated at 2,981 
Mef, for 1956 at 3,636 Mcf, for 1957 at 5,230 Mcf, and for 1958 at 6,796 Mcf. The 
total annual requirements are expected to reach 1,275,052 Mcf by 1958. 

Industrial sales.—As previously stated, Shenandoah contemplates making two 
industrial sales on an interruptible basis. The annual requirements of Shenan- 
doah Brick and Tile Corporation are currently estimated at 2,300,000 therms, and 
those of the M. J. Grove Lime Company at 2,600,000 therms. Percentagewise, 
these industrial requirements bear the following relationship to Shenandoah’s 

total estimated annual sales: 


Percentage of total 
annual sales 


Year Percent 
POR. nc entiteentanetene ie does ckaseeee ees 68.8 
a a a i a 59.7 
I akan ai Na ia a a 49.4 
I acpi de a til eens oie ea Ea a 42.2 
I tn ia ann a ea a a 37.0 


® Shenandoah'’s proposal also contemplates the sale of interruptible gas to two indus- 
trial customers, i.e., Shenandoah Brick and Tile Corporation located near Winchester, 
and the M. J. Grove Lime Company located near the proposed tap on Atlantic Seaboard’s 
transmission main. Martinsburg Gas & Heating Company does not propose to serve any 
industrial customers. 

«The estimated cost of the transmission main is $908,437. The initial distribution sys- 
tem is estimated to cost $558,063. 
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In passing it may be pointed out that Shenandoah’s proposed interruptible 
industrial sales appear to be necessary to the initiation and continued operation 
of its project. It may also be worth noting that natural gas consumers usually 
fall into three classifications, namely, residential or domestic, commercial, and 
industrial, and it is common knowledge that companies generally have been able 
to initiate and continue natural gas service to the general public only because 
of interruptible sales permitting disposition of “valley” gas. Such sales effect a 
higher load factor operation and make possible economic operation of transmis- 
sion mains serving the higher-grade residential and commercial loads. When 
the circumstances permit, and as the loads to the superior use consumers im- 
prove, natural gas companies shift their business from industrial sales to the 
higher priced sales. Therefore, because the sale of “valley” gas to industrials 
and others on an interruptible basis is in most, if not all, cases a necessary inci- 
dent to the rendition of economical general service, it is not objectionable. 
Every distributor is, of course, free to dispose of any off-peak gas it may have 
available so long as state requirements are not violated and the maximum daily 
delivery obligation imposed by the Commission is not exceeded. 

Comparison of current and prior market estimates—Reference has been made 
to the fact that this case is being considered a second time. At the prior hear- 
ing it appeared that in order to make the project economically feasible a heavy 
industrial load approximating 79% annually in the first year and 60% in the 
fifth year was required. But as the Commission stated in its order directing 
that the record remain open for further hearing, it did “not believe it unlikely 
that the deficiencies * * * can be remedied, particularly in the light of indica- 
tions that a more appropriate balance between industrial and residential serv- 
ice can be rendered.” 

Shenandoah’s current estimates, while based upon different methods of ap- 
proach than those originally used, conform to standard procedures used for such 
purpose. The new estimates show that although the average number of cus- 
tomers in the combined classifications which Shenandoah proposes to serve has 
increased, the total annual volumes of natural gas to be sold are now expected 
to be less than previously anticipated. The most significant reduction is in 
the industrial classification where the number of customers to be served has 
been reduced from six to two, with requirements decreasing from 1,136,453 Mcf, 
as originally estimated, to 462,264 Mcf for the first full year of operation. In- 
dustrial customers of Martinsburg Gas & Heating Company have been either 
eliminated or reclassified as “Commercial”. Accordingly, Shenandoah’s present 
estimates show that its interruptible industrial sales aggregate 59.74% of its 
total sales in the first full year of operation and are expected to decrease to 37% 
by 1958. These estimates are to be contrasted with the industrial load ap- 
proximating 79% and 60% annually in the first and fifth years, respectively, 
which the record at the prior hearing indicated would be required to make the 
project economically feasible. 

The current estimates further show that the proposed service to residential 
customers in the general and space heating classifications has been substantially 
increased for both Shenandoah and Martinsburg Gas & Heating Company in the 
first through the fourth full years of operation. 

The annual and peak day requirements of Shenandoah for the first and fourth 
full years of operation, as reflected in the current estimates, may be summarized 
as follows: 
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ist full year (1955) 4th full year (1958) 
Peak day,| Annual | Peak day,| Annual 
Feb, 1, 1955 Feb. 1, 1958 
Direct sales: 
I ccpndaneanegnnerneanehnagnesunmmeanast 800 120, 490 2, 899 355, 815 
ae 205 35, 610 597 79, 163 
943 462, 204 |...........- 462, 264 
59 12, 422 171 24, 950 
2, 007 630, 7 3, 667 902, 192 
Sales for resale (Martinsburg): 
iid diencatttebbntapeneenanaeepabhsumnt 694 106, 730 2, 483 284, 466 
cn gcans vedabcconcenencte nin dimartiiitechant ti 191 37, 214 496 70, 639 
II .otcamsccegagenedennccrcanasnecenencenseoslpeennsss ascheerhucseggesanésenntantipeboetagennd 
Used and unaccounted for................--.-...-.- 89 11, 515 150 17, 755 
ee isdanas cunassqqscconntsncescusinanosaimes 974 155, 459 3, 129 372, 860 
ace oa re 2, 981 786, 245 6, 796 1, 275, 052 





The basis used by Shenandoah’s engineering expert for estimating the number 
of potential residential customers in each community where natural gas is to be 
introduced was the number of dwelling units reported by the U. S. Bureau of 
Census for 1950, adjusted to 1954. However, his estimates are more than a 
projection of census figures for other reliable sources of information were 
available and utilized by him in the preparation of the current market esti- 
mates. For example, in computing base load estimates and number of customers 
expected to be converted from electricity, his estimates reflect in detail the rec- 
ords and rates of power companies serving Winchester and Martinsburg. As 
to the base load and space heating customers in Martinsburg, his estimates 
reflect the results of studies made of the records of the Martinsburg Gas & 
Heating Company. His findings were also implemented through conferences 
had with key men in communities to be served. 

Earning capabilities —Shenandoah’s current five-year operating forecast shows 
the following revenues, deductions and anticipated return: 











2d half 1954 1955 1956 1957 1958 
PURE, ccckdkaddbicdomebebin $207, 571 $507, 949 $695, 459 $867, 346 $1, 032, 613 
I cctititnctipentinnenenns 210, 796 465, 008 587, 922 748, 862 893, 990 
Nicos React ta daatl (3, 225) 42, 941 107, 537 118, 484 138, 623 
Net plant account.............- 1,528,500 | 1,516,650| 1,851,270] 1,582,808| 1, 618, 880 
IIs. cicnnenieenneeed innambaiaill 2.8% 6.9% 7.5% 8.6% 





While Shenandoah anticipates a loss of $3,225 during the first six months and 
a return of only 2.8% during the first full year of operation, its financial witness 
testified that this is not uncommon for a new company during its development 
period. 

Shenandoah’s estimates further show that interest before income taxes and 
after depreciation will be earned 2.54 times in 1956, increasing to 3.60 and 4.70 
times in 1957 and 1958, respectively. 

Summary.—While counsel for the staff, Atlantic Seaboard, and National Coal 
Association, et al., argue that the estimated customer growth appears overly 
optimistic, staff counsel nevertheless states in his brief that “the staff does not 
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believe that it can be concluded * * * that the proposed market will be in- 
adequate to support Applicant’s project. In this connection it may be pointed 
out that the Commission, in its order issued May 1, 1953, recognized the earnest 
contentions of representatives of the City of Martinsburg and representatives of 
the City of Winchester that the people in those areas are extremely desirous of 
obtaining natural-gas service. These circumstances, together with the record 
of reasonable accuracy attained in the previous surveys for which” Shenan- 
doah’s engineering witness “has been responsible * * *, favor the conclusion 
that his estimates prepared for Applicant’s current project may prove substan- 
tially correct and the market proposed to be served may be adequate.” 

The evidence establishes that an adequate showing has been made with respect 
to the nature and dependability of the market relied upon and supports the con- 
clusion that the project is economically feasible. 


Il. APPLICATION UNDER SECTION 7 (&) 


Jurisdiction under Section 7(a).—Shenandoah’s application, to the extent that 
it seeks an order directing connection of facilities and a supply of natural gas, 
was filed under Section 7(a) of the Act.° This section empowers the Commis- 
sion to “direct a natural-gas company to * * * establish physical connection 
of its transportation facilities with the facilities of, and sell natural gas to, any 
person * * * legally authorized to engage in the local distribution of natural 
* * * gas to the public”. Atlantic Seaboard is a “natural-gas company” within 
the meaning of the Act and is subject to the jurisdiction of the Commission 
thereunder. Shenandoah is a “person” legally authorized to engage in the local 
distribution of natural gas to the public and upon completion of its proposed sys- 
tem and the commencement of operations will be a distributor. The Commis- 
sion therefore has jurisdiction to entertain Shenandoah’s application under 
Section 7(a). 

Pointing out that Winchester is approximately 18 miles and Martinsburg some 
39 miles from the proposed point of connection of Shenandoah’s system with the 
facilities of Atlantic Seaboard, counsel for Atlantic Seaboard argue that under 
Section 7(a) the Commission may not order the sale of natural gas to Shenan- 
doah for the reason that the communities it is undertaking to serve are not 
situated “immediately adjacent” to the facilities of Atlantic Seaboard. This con- 
tention is without merit. Congress vested in the Commission power to compel 
“connections” and “extensions” of facilities and the rendition of natural gas 
service. The phrase “communities immediately adjacent to such facilities”, 
upon which the contention is based, appears but once in Section 7(a) and modi- 
fies only the clause “and for such purpose to extend its transportation facilities”. 
There will be no necessity for Atlantic Seaboard to extend its facilities. Rather, 
the request is for an order directing Atlantic Seaboard to connect its facilities 





5 Section 7(a) provides that * * * 

Whenever the Commission * * * finds such action necessary or desirable in the pub- 
lic interest, it may by order direct a natural-gas company to extend or improve its 
transportation facilities, to establish physical connection of its transportation facili- 
ties with the facilities of, and sell natural gas to, any person or municipality engaged 
or legally authorized to engage in the local distribution of natural or artificial gas to 
the public, and for such purpose to extend its transportation facilities to communities 
immediately adjacent to such facilities or to territory served by such natural-gas com- 
pany, if the Commission finds that no undue burden will be placed upon such natural- 
gas company thereby: Provided, That the Commission shall have no authority to 
compel the enlargement of transportation facilities for such purposes, or to compel 
such natural-gas company to establish physical connection or sell natural-gas when to 
do so would impair its ability to render adequate service to its customers. 


468918—61——40 
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with those of Shenandoah and to sell and deliver to the latter its natural gas re- 
quirements.° 

Counsel for National Coal Association, et al., contends that Shenandoah is not 
a qualified 7(a) applicant for two additional reasons: First, that the Commis- 
sion may not “compel service by one natural-gas company to another” (in this 
ease by Atlantic Seaboard to Shenandoah), nor order service by Atlantic Sea- 
board “beyond the authorized ‘local distribution’ contemplated by the Win- 
chester franchise’. Second, that Shenandoah’s “main objective * * * is to be- 
come a natural-gas company and to transport and sell gas in interstate com- 
merce to other towns and cities * * *, and to direct sale industrial customers.” 

It is true that Shenandoah is before the Commission in a dual capacity, i. e., 
as a potential natural-gas company and distributor. However, insofar as 7(a) 
applicants are concerned, this is often the case. Applicants which are not 
natural-gas companies may not always avoid becoming such by reason of their 
wholesale sales or ownership and operation of transmission facilities connecting 
their distribution systems with a supplier’s transmission main. But in the 
circumstances of this case it is error to assume that a “person” within the mean- 
ing of the Act becomes disqualified under Section 7(a) either by reason of the 
fact that it is or will become both a natural-gas company and a distributor, or 
because it seeks a supply of gas not only for its own requirements but for trans- 
mission* or resale to another distributor which can be served with natural gas 
only by reason of economies made possible through the use of a common trans- 
mission main. A case in point is 7'he Manufacturers Light and Heat Co., et al. 
v. F. P. C., et al., supra, which affirmed the Commission’s order granting, among 
other things, (1) the application of Bangor Gas Company for a supply of gas 
not only for itself but also for resale to Pen Argyle Gas Company, and (2) the 
application of Pen Argyle Gas Company for construction and operation of a 
lateral line connecting its system to that of Bangor Gas Company. 

The Examiner also finds no valid basis for counsel’s second contention that 
Shenandoah’s “main objective * * * is to become a natural-gas company”, or 
that it contemplates selling natural gas ‘“‘to other towns and cities” for resale. 
What Shenandoah proposes to do is to construct its own distribution systems 
in all towns and cities, except Martinsburg, and to serve them at retail. 

Moreover, so far as jurisdiction under Section 7(a) is concerned, the fact that 
Shenandoah proposes to make two direct industrial sales is immaterial. For ex- 
ample, the Presiding Examiner’s decision and order In the Matter of Kansas- 
Colorado Utilities, Inc., Docket G—2138, issued October 5, 1953, 12 F. P. C. 750, 
which became the final decision and order of the Commission, directed Colorado 
Interstate Gas Company to deliver a maximum of 500,000 Mcf to the applicant 
during the months of May through October of each year for the purpose of en- 


*Counsel’s contention also fails to give effect to the full phrase “‘to communities im- 
mediately adjacent to such facilities or to territory served by such natural-gas company”. 
What constitute “communities immediately adjacent” and “‘territory served by” a natural- 
gas company are not defined in the Act and in fact are not in their nature capable of 
exact definition. Accordingly, the application of these terms to particular situations was 
necessarily “assigned primarily” to the Commission in carrying out the basic purpose of 
Section 7(a) (Cf. N. L. R. B. v. Hearst Publications, 322 U.S. 111, 130-131). 

7 See Commission order issued February 11, 1954, in Docket No. G—2229, 13 F. P. C. 813, 
Northwest Alabama Gas District, directing Southern Natural Gas Company to establish 
physical connection of its transmission main with the proposed joint pipe line facilities of 
Northwest Alabama Gas District and the City of Fayette, Alabama, and to sell and deliver 
to them their natural gas requirements. As stated in the order, “The District will sell 
gas at retail * * * and will transport gas for Fayette which the latter will purchase 
from Southern and distribute in Fayette.” 
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abling it to resell to its industrial customers the gas so delivered. In this case 
the applicant was, and for years had been (4 F. P. C. 1026), both a natural-gas 
company and a distributor. 

Columbia System's pooled gas supply.—Atlantic Seaboard is engaged in the 
purchase, transportation and sale of natural gas at wholesale. All or virtually 
all of its natural gas requirements are purchased from affiliated subsidiaries of 
Columbia Gas System, Inc. (herein, together with its subsidiaries, including At- 
lantic Seaboard, collectively referred to as “Columbia System”). The Colum- 
bia System operates a pooled gas supply from which source the requirements of 
Shenandoah, if authorized, will be obtained. The pooling arrangement in- 
volves the operation of storage fields, making it possible for the Columbia System 
to store substantial volumes of gas, thereby increasing the volumes available 
during periods of peak demand. In addition to “spot” purchases of gas made 
by the Columbia System from time to time, the pooled supply consists of assured 
sources of gas purchased or produced in the Appalachian area, and gas pro- 
duced in the Southwest and delivered by various suppliers to Columbia System 
companies pursuant to Commission authorizations. The following excerpt from 
the decision in The Manufacturers Light and Heat Co., et al. v. F. P. C. et al., 
supra, which accords with evidence of record, describes the method of operation 
of the interconnected and integrated Columbia System (206 F. 2d at p. 406) : 

* * * Columbia Gas System, Inc., * * * sells natural gas in Kentucky, 
Maryland, New York, Ohio, Pennsylvania, Virginia and West Virginia * * *. 
The aggregate gas supply of all companies in the Columbia System is treated 
as a pooled supply which is apportioned between the various parts of the 
system by a single system dispatcher. * * * 

It is important to point out here that the pooled gas supply will be increased 
substantially commencing on or about November 1, 1954, when Gulf Interstate 
Gas Company (Gulf Interstate) begins its deliveries to the Columbia System. 
Gulf Interstate is now completing a natural gas pipeline system to be used for 
the purpose of transporting gas owned by United Fuel Gas Company (United 
Fuel), as authorized by the Commission’s Opinion No. 251 and accompanying 
order issued May 20, 1953, in Docket No. G-2058. Gulf Interstate’s line will 
extend from gas producing areas in Louisiana to points in Kentucky, a distance 
of approximately 850 miles, where it will connect with the facilities of United 
Fuel and Central Kentucky Natural Gas Company, both Columbia System op- 
erating companies. All deliveries are to be made for the account of United 
Fuel.® 

It is expected that the Gulf Interstate line will make available to the Colum- 
bia System, at the outset, up to 300,000 Mcf per day and 109,500,000 Mcf an- 
nually.” The daily and annual volumes will be increased when United Fuel 
makes additional supplies available to the Gulf Interstate for delivery. 


®As the Commission pointed out in its Gulf Interstate opinion, “Gulf Interstate pro- 
poses to engage solely in the transportation of natural gas for the account of United Fuel 
* * *, which will purchase and own all natural gas required for the proposed operations.” 
It further stated that “the initial design capacity of the proposed facilities will be ap- 
proximately 375,000 Mcf of natural gas per day. By the addition of five additional com- 
pressor stations, and the installation of additional compressor units in the five stations 
here proposed, Gulf Interstate expects ultimately to increase daily delivery capacity to 
approximately 565,000 Mef.” 

®*The Commission’s order granting Gulf Interstate’s certificate restricted daily and 
annual deliveries until additional gas supplies are made available by United Fuel, it 
being provided in paragraph (C) (ili) of that order: “The certificate herein granted is 
limited to the transportation by Gulf Interstate of an average daily volume of 300,000 
Mcf at 14.73 p. s. 1. a. and 109,500,000 Mcf at 14.73 p. s. i. a. on an annual basis.” 
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Adequacy of gas supply and capacity of Cobb-Rockville line.—As has already 
been pointed out (n. 1, p. 580, supra), Atlantic Seaboard owns and operates, 
among other facilities, the 26-inch Cobb-Rockville line extending from Cobb, 
West Virginia to a point near Rockville, Maryland. Shenandoah requests that 
its proposed system be interconnected with the Virginia sections of this line. 

Counsel for Atlantic Seaboard and the Commission staff challenge the author- 
ity of the Commission to direct Atlantic Seaboard to sell and deliver up to 4,000 
Mcf per day to Shenandoah. Their contention is that Atlantic Seaboard does 
not have either an adequate gas supply or adequate capacity in its Cobb-Rock- 
ville line to render such service. Thus, they say, any order requiring such serv- 
ice would be within the ban of the proviso of Section 7(a) in that it would im- 
pair the ability of Atlantic Seaboard to render adequate service to its present 
customers. 

Adequacy of gas supply.—The contention that Atlantic Seaboard does not have 
an adequate gas supply to meet Shenandoah’s requirements is untenable. In 
this regard it should first be noted that service to Shenandoah would not be 
initiated prior to the fall of this year, so that its peak day will not coincide with 
the Columbia System’s peak day until the year 1955 (assumed to fall on February 
1, 1955). Accordingly, since Gulf Interstate’s deliveries to the Columbia System 
will begin on or about November 1, 1954, all the Commission need do is direct 
that Shenandoah’s requirements be supplied by Atlantic Seaboard out of the 
increased volumes to become available to the Columbia System. Such action 
will assure Shenandoah a supply of gas. Respecting this, the fact must not be 
overlooked that every cubic foot of gas delivered through the Gulf Interstate 
system is subject to allocation by the Commission. This allocation power may 
not be delegated to others, as the Commission has consistently and properly 
recognized,” but may be exercised by the Commission only after hearing. 

An allocation of up to 4,000 Mcf per day to Shenandoah would in no way in- 
fringe upon the Columbia System’s present commitments since the gas supply 
now available is adequate to meet present requirements. The Commission so 
found in its order issued October 21, 1953, in Docket No. G—1850, et al., such 
finding being made after a consideration of the record made in the consolidated 
hearing of which Shenandoah’s Docket No. G—1448 was a part (see n. 2, p. 581, 
supra). As the Commission stated: “The present record reveals that the esti- 
mated gas supply to the Columbia System will be adequate for the anticipated 
full peak day requirements of all domestic, commercial and resale customers of 
the respective companies during the 1953-1954 winter season.” And as staff 


10 For example, in its order issued December 24, 1953, In the Matter of Northern Natural 
Gas Company, Docket No. G—20638, 12 F. P. C. 1465, the Commission had under considera- 
tion a tariff provision providing a method for the distribution of additional volumes of 
gas among Northern’s customers as increases in Northern’s system capacity become avail- 
able. Northern and certain of its customers contended that, in accordance with the terms 
of the filed tariff, contracts had been entered into with Northern for specified additional 
volumes of gas; that by reason of such contractual arrangements they were entitled as 
a matter of right, and without hearing, to the additional volumes of gas for which they 
had contracted; and that to this extent Northern’s increase in capacity was already 
committed. The Commission rejected this contention, saying in part: ‘‘We deem it neces- 
sary to point out * * * that we disagree with the contention of Northern and certain 
intervenors, existing customers of Northern, that such customers are entitled, under 
Northern’s FPC Gas Tariff, to additional volumes of gas by reason solely of the contracts 
which they have executed with Northern.” Adoption of the view advanced by Northern 
and its customers would have been in effect to hold that the Commission may delegate 
its allocation power to those subject to its regulatory control, and would have also had 
the effect of circumventing the statutory provision requiring that certificate authoriza- 
tions be issued only after hearing and on the basis thereof. 
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counsel concedes, the gas supplies available to Atlantic Seaboard are adequate 
to meet the estimated 1953-1954 peak day requirements “with minor industrial 
curtailments.” 

Another reason urged for denial of Shenandoah’s application is that the Co- 
lumbia System’s increasing gas supplies are needed to meet the increasing re- 
quirements of markets it presently serves, hence Atlantic Seaboard should not 
be required to serve at wholesale the new market sought to be served by Shenan- 
doah. A similar argument, advanced by counsel for the Columbia System com- 
panies, was considered and rejected in The Manufacturers Light and Heat Co., 
et al. v. F. P. C., et al. (206 F. 2d at p. 408): 


The petitioners assert that the Commission may not direct them to serve 
any new customers so long as Columbia’s gas supply situation leaves doubt- 
ful its ability to deliver to all its customers not only the full volumes which 
they now desire but also those which they may desire in the future. Their 
premise is that they cannot be forced to deliver natural gas to new markets 
when the areas which they now serve are not fully satisfied. Petitioners 
contend that Congress, in using in the proviso in Section 7(a) the phrase 
“adequate service to its customers,” intended that a gas company must be 
permitted to serve the full requirements of the communities it is presently 
serving before being required to serve customers in other communities. We 
cannot agree that this is the intent of the Act. * * * Moreover, the proviso 
in Section 7(a) refers to present customers not future customers or to 
communities. The petitioner’s contention in this regard is accordingly with- 
out merit. 


Staff counsel calls attention to orders issued by the Public Utilities Commis- 
sion of Ohio requiring the attachment of several thousand additional space heat- 
ing customers in Ohio which, it is claimed, will increase the anticipated deficiency 
of 2,800 Mcf (to be met by minor industrial curtailments) for the 1953-1954 
heating season in the Atlantic Seaboard segment of the Columbia System. But 
the action of the Ohio Commission is immaterial to a decision in this case. Its 
orders, issued in 1953, were directed to a distributing company or companies and 
presumably the additional space heating customers were all attached during the 
1953-1954 heating season when, as the Commission has found, the gas supplies 
were adequate. As previously stated, Shenandoah’s system will not be ready for 
operation until the fall of 1954, and because of the increased gas supplies to be 
obtained through the Gulf Interstate system, the granting of the application will 
have no effect upon presently available gas supplies and commitments. 

It may also be observed that the Commission must proceed on its own to de- 
termine the rights of 7(a) applicants and its authority to act is not to be viewed 
against a background of state commission action. State commissions and this 
Commission regulate “without any confusion of functions” to attain what Con- 
gress intended, i. e., “a harmonious, dual system of regulation of the natural gas 
industry—federal and state regulatory bodies operating side by side, each active 
in its own sphere” (P. U. C. v. Gas Co., 317 U. 8. 456, 467). So far as the allo- 
cation of gas is concerned, state commission orders control the distributor’s dis- 
tribution, but have nothing to do with, or any effect upon, the allocation made 
in the first instance by the Commission to the distributor. The latter function 
is entrusted solely to the Commission. 

Capacity of Cobb-Rockville line —It is not disputed that the existing Cobb- 
Rockville line is adequate to meet the estimated requirements of Atlantic Sea- 
board’s existing customers on the peak day 1953-1954. The issue is whether this 
line is also capable of supplying Shenandoah’s requirements without impairing 
service to Atlantic Seaboard’s present customers. 
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Two flow diagrams relating to the capacity of the Cobb-Rockville line were in- 
troduced in evidence. The one offered and relied upon by Atlantic Seaboard 
shows that pressure drops on this line, when delivering the estimated peak day 
requirements for the winter 1953-1954, place a load on the compressor stations 
which is 3% to 4% in excess of the manufacturers’ ratings. The other, intro- 
duced and relied upon by Shenandoah, shows that the pressure drops on the line, 
when delivering the estimated 1953-1954 peak day requirements, plus the 4,000 
Mcf to Shenandoah, are less than can be supplied by the compressor stations 
when operating at rated capacity. Shenandoah’s different result was arrived at 
through the application of what is known as the Panhandle Eastern equation 
instead of the Weymouth equation employed not only by Atlantic Seaboard 
but throughout the Columbia System in designing and operating system pipe 
lines. 

While the capacity of the Cobb-Rockville line may be arguable, on the basis 
of the present record it seems more reasonable to calculate the capacity of this 
line by application of the Weymouth formula utilized by Atlantic Seaboard and 
the Columbia System generally. This is the formula upon which the Commission 
appears to have relied in granting certificate authorizations in the past and it 
would be inconsistent to depart from it for present purposes. The Examiner 
therefore agrees with counsel for Atlantic Seaboard and the Commission staff 
that the Cobb-Rockville line, as it presently exists, is inadequate to serve Shen- 
andoah’s proposed contract demand of 4,000 Mcf without impairing service to 
other customers. It follows that any order requiring the rendition of such 
service, and issued on the basis of the record before the Examiner, would be 
within the ban of the proviso of Section 7(a). 

Increased line capacity sought in Docket No. G—2286.—While the record be- 
fore the Examiner does not sustain Shenandoah’s position as to the capability 
of the existing Cobb-Rockville line, reference has been made to the fact (p. 
581, swpra) that there is pending before the Commission for decision the ques- 
tion of the propriety of conditioning the certificate requested by Atlantic Sea- 
board in Docket No. G—2286 to require that there be made available on a firm 
basis to Shenandoah a maximum daily volume of 4,000 Mcf of natural gas.” 
Accordingly, denial of the 7(a) application makes approval of Shenandoah’s 
7(c) application herein dependent upon granting of the relief requested by 
Shenandoah in Docket No. G-2286. As the Commission’s opinions make clear, 
the granting of such relief in certificate cases accords with applicable provisions 
of the Act (Teras Eastern Transmission Corporation, et al., Docket Nos. G—1003, 
et al., 8 F. P. C. 139, 145-147, 168, 170; Transcontinental Gas Pipe Line Corpora- 
tion, et al., Docket No. G—1411, et al., 10 F. P. C. 469, 512, 520; Frederick Gas Co., 
Inc., Docket No. G-1944, Examiner’s decision and order issued August 26, 1952, 
aff’d September 25, 1952, 11 F. P. C. 691; Texas Gas Transmission Corporation, 

et al., Docket No. G—1847, et al., Op. No. 232, issued July 25, 1952, 11 F. P. C. 
227). For example, paragraph (B) of the Commission’s order issued in the 


11 The Examiner takes official notice of the fact that Shenandoah was permitted to inter- 
vene in Atlantic Seaboard’s Docket No. G—2286, it having stated in its petition: “In the 
event that the Commission finds in Docket No. G—1448 that the existing facilities of Vir- 
ginia Gas are insufficient to transport Shenandoah’s natural gas requirements as set forth 
in its application, it is clear that the facilities proposed to be constructed in Docket No. 
G-—2286 will provide ample capacity for such purpose.” 
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Texas Gas Transmission Corporation case provides in part (pp. 271-272 of Op. 
No. 232) : 
(B) As a condition attached to the exercise of the rights under ihe cer- 
tificate issued herein, Texas Gas shall: 
* * * * * * ~ 
(2) Make available on a firm basis to MidSouth Gas Company a maxi- 
mum daily volume of 13,707 Mcf of natural gas in addition to the volume 
specified in subparagraph (B) (1) above, in the event the Commission should 
hereafter so order following decision upon the applications of MidSouth at 
Docket Nos. G—1445 and G—1680 for certificates of public convenience and 
necessity * * *, (Italics supplied) 

Staff counsel, in his brief, states that “Denial of the present application will 
not forever preclude Applicant from receiving gas * * *. If at some time the 
Seaboard system secures adequate gas supply and capacity, opportunity exists 
for Applicant at that time to secure service from such additional supply and 
capacity.” But as already pointed out, an assured gas supply is now available. 
Therefore, should the Commission find it appropriate in Docket No. G—2286 to 
condition the certificate in the manner requested by Shenandoah, such action 
will negative the contention as to lack of capacity. In this connection it may be 
observed that Shenandoah’s case has been pending an inordinately long time and 
it ought to be brought to an end as soon as practicable. 

In conclusion mention should be made of the fact that Atlantic Seaboard’s 
application in Docket No. G—2286 is one of nineteen filed by Columbia System ap- 
plicants * which were consolidated for purpose of hearing, which hearing was 
held before the undersigned Examiner from January 18th through January 26, 
1954. The intermediate decision procedure having been waived as to these 
nineteen dockets, the Examiner finds himself in the anomalous position of de- 
ciding Shenandoah’s 7(a) and 7(c) applications in Docket No. G-1448 on a 
record which does not encompass the evidence offered in the recent hearing in 
Docket No. G—2286, at the same time being fully cognizant of the fact that the 
evidence in the latter docket will govern the ultimate disposition to be made of 
the 7(c) application. Stated another way, while the Examiner has presided in 
two related proceedings, only one can be considered for the purpose of this de- 
cision. However, the Commission’s simultaneous consideration of both insures 
avvropriate disvosition. 


Tl. FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) For reasons stated in the accompanying opinion, the amended 7(a) ap- 
plication filed by Shenandoah herein should be dismissed. 





142The applications involved in eight of the nineteen dockets seek certificate authoriza- 
tions for the construction and operation of natural gas facilities to enable the Columbia 
System to receive and utilize the increased volumes of gas to be delivered, commencing on 
or about November 1, 1954, by Gulf Interstate. These applications were filed in con- 
formity with paragraph (B) (ii) of the Commission’s order issued in Docket No. G—2058 
granting certificate authorization to Gulf Interstate which required “United Fuel and 
any other Columbia System company which will require additional facilities to receive 
and transport the volumes of natural gas to be made available by the pipe-line project 
proposed in this docket by Gulf Interstate” to “file a proper certificate application therefor 
with the Commission”. One of these eight applications is that involved in Atlantic Sea- 
board’s Docket No. G—2286 in which it requests authority to construct and operate (1) a 
total of 116 miles of 26-inch pipeline looping 111.1 miles of the Cobb-Rockville line, and 
(22 4400 horsepower in compressor facilities in West Virginia, Virginia and Maryland. 
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(2) Shenandoah, a Virginia corporation having its principal place of busi- 
ness in the City of Lynchburg, Virginia, upon completion of construction and 
commencement of operation of the facilities hereinbefore described, as more 
fully described in its amended 7(c) application herein, will own and operate a 
pipeline system by means of which it will receive natural gas from Atlantic Sea- 
board’s Cobb-Rockville 26-inch transmission main and transport such gas to its 
distribution systems in the States of Virginia and West Virginia, and to Mar- 
tinsburg Gas & Heating Company in Martinsburg, West Virginia, and by rea- 
son of such operation will be engaged in the transportation and sale of natural 
gas in interstate commerce and, therefore, will be a “natural-gas company” 
within the meaning of the Natural Gas Act. 

(8) The facilities proposed by Shenandoah, to the extent subject to the juris- 
diction of the Commission, will be used for the transportation and sale of nat- 
ural gas in interstate commerce and the construction and operation thereof by 
Shenandoah are subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act. 

(4) Shenandoah is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation of the facilities hereinbefore described, 
as more fully described in the amended 7(c) application, to the extent subject 
to the jurisdiction of the Commission, are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter or- 
dered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), 3(iii), (3) (iv), and (5) of 


no 


Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CRF 
157.20) should attach to the certificate hereinafter conditionally issued, and to 
the exercise of the rights granted thereunder, and that the time within which 
the construction of the facilities authorized by this order shall be completed 
and in actual operation, to the extent that they will constitute Shenandoah’s 
initial transportation system, should be fixed at six (6) months from the date on 
which this order becomes final as the act of the Commission. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) The amended 7(a) application filed by Shenandoah herein be and the 
same is hereby denied. 

(B) To the extent that the facilities hereinbefore described, as more fully 
described in the amended 7(c) application in this proceeding, are subject to the 
jurisdiction of this Commission, a certificate of public convenience and necessity 
be and the same is hereby issued authorizing Shenandoah to construct and 
operate such facilities for the transportation and sale of natural gas, upon the 
terms and conditions of this order. 

(C) The following conditions be and the same hereby are attached to the 
issuance of the certificate issued in paragraph (A) hereof: 

(i) The certificate shall be void and without force or effect unless and until 
the Commission conditions the certificate requested by Atlantic Seaboard in 
Docket No. G—2286 to require that there be made available on a firm basis to 
Shenandoah a maximum daily volume of 4,000 Mcf of natural gas. 
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(ii) The certificate shall be accepted in writing and under oath by a re- 
sponsible official of Shenandoah and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate, and to the exercise of the rights granted thereunder. 

(iii) The time within which the facilities which will constitute Shenandoah’s 
initial transportation system shall be constructed and placed in actual opera- 
tion, as provided by paragraph (2) of Section 157.20 of the Commission’s Rules 
of Practice and Procedure, is hereby tixed at six (6) months from the date this 
order becomes the final act of the Commission. 

Francis L. HALL, 
Presiding Examiner 


Order modifying and affirming as modified 
initial decision of presiding examiner 


April 30, 1954 


On March 26, 1954, the Presiding Examiner certified and filed with the Secre- 
tary of the Commission the record herein, including his initial decision issued 
on March 12, 1954, which was served upon all parties to this proceeding. 

By his decision and accompanying order, the Presiding Examiner, subject to 
review by the Commission on appeal, denied the amended application of Shenan- 
doah Gas Company (Applicant) for an order pursuant to Section 7(a) of the 
Natural Gas Act requiring service to Applicant by Atlantic Seaboard Corpora- 
tion (Atlantic Seaboard), and granted the amended application herein for a 
certificate of public convenience and necessity pursuant to Section 7(c) of the 
Natural Gas Act authorizing Applicant to construct and operate certain natural- 
gas transmission facilities required to render a proposed new service in the 
Shenandoah Valley in the vicinities of Martinsburg, West Virginia, and Win- 
chester, Virginia. Said certificate was expressly conditioned to become effec- 
tive only in the event the Commission were to condition the certificate requested 
by Atlantic Seaboard in Docket No. G—2286 to require that up to 4,000 Mef per 
day of natural gas be made available on a firm basis to Applicant. On March 
26, 1954, the Commission issued an order which, among other things, granted 
the certificate requested by Atlantic Seaboard in Docket No. G-—2286, subject 
to the foregoing condition. 

On March 30, 1954, Commission Staff Counsel filed exceptions to the following 
language appearing at pages 586-587 of the Presiding Examiner’s Decision : 

* * * either * * * or because it seeks a supply of gas not only for its own 
requirements but for transmission’ or resale to another distributor which 
can be served with natural gas only by reason of economies made possible 
through the use of a common transmission main. A case in point is The 
Manufacturers Light and Heat Co., et al. v. F.P.C., et al., supra, which af- 
firmed the Commission’s order granting, among other things, (1) the appli- 
cation of Bangor Gas Company for a supply of gas not only for itself but also 
for resale to Pen Argyle Gas Company, and (2) the application of Pen Ar- 
gyle Gas Company for construction and operation of a lateral line connect- 
ing its system to that of Bangor Gas Company. 

The Examiner also finds no valid basis for counsel’s second contention 
that Shenandoah’s “main objective * * * is to become a natural gas com- 
pany”, or that it contemplates selling natural gas “to other towns and 
cities” for resale. What Shenandoah proposes to do is to construct its own 
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distribution systems in all towns and cities except Martinsburg, and to 
serve them at retail. 

Moreover, so far as jurisdiction under Section 7(a) is concerned, the fact 
that Shenandoah proposes to make two direct industrial sales is imma- 
terial. For example, the Presiding Examiner's decision and order Jn the 
Matter of Kansas-Colorado Utilities, Inc., Docket No. G—2138, issued Oc- 
tober 5, 1953, 12 F. P. C. 750, which became the final decision and order of the 
Commission, directed Colorado Interstate Gas Company to deliver a maxi- 
mum of 500,000 Mcf to the applicant during the months of May through 
October of each year for the purpose of enabling it to resell to its indus- 
trial customers the gas so delivered. In this case the applicant was, and 
for many years had been (4 F. P. C. 1026), both a natural-gas company 
and a distributor. 





7 See Commission order issued February 11, 1954, in Docket No. G—2229, Northwest 
Alabama Gas District, directing Southern Natural Gas Company to establish physical 
connection of its transmission main with the proposed joint pipe line facilities of 
Northwest Alabama Gas District and the City of Fayette, Alabama, and to sell and 
deliver to them their natural gas requirements. As stated in the order, “The District 
will sell gas at retail * * * and will transport gas for Fayette which the latter will 
purchase from Southern and distribute in Fayette.’ 


and to the failure of the Presiding Examiner to make appropriate findings in 
support of, and to include in his recommended order, a provision requiring Ap- 
plicant to submit a proposed FPC Gas Tariff covering all sales subject to the 
jurisdiction of the Commission, at least 60 days prior to the commencement of 
its proposed service. 

We have fully considered the evidence of record, the briefs filed, the Pre- 
siding Examiner’s Decision and the exceptions thereto. Upon review of the en- 
tire record, the Commission affirms the Presiding Examiner’s Decision in all 
things, except the language hereinbefore set forth, with respect to our jurisdic- 
tion under the provisions of Section 7(a) of the Natural Gas Act, and except 
to the extent that said Decision fails to include appropriate findings and an 
ordering clause requiring Applicant to submit a satisfactory FPC Gas Tariff as 
contended for by Staff Counsel. 

We believe that unqualified adoption of the language contained on pages 
586-587 of the Presiding Examiner’s Decision may appear to place an interpreta- 
tion upon the provisions of Section 7(a) of the Natural Gas Act which would not 
be consistent with our views heretofore expressed with respect to the extent 
to which we are empowered to grant relief under that Section of the Act. Ac- 
cordingly, we are of opinion that such language should be eliminated from the 
Decision, and in lieu thereof, the language hereinafter set forth in our order 
should be substituted. 

We also are of opinion that the record herein justifies the imposition of a con- 
dition upon Applicant that it shall file a satisfactory FPC Gas Tariff covering 
the sales subject to our jurisdiction which it proposes to make, prior to the 
commencement of its operations. Our order which follows will so provide. 

The Commission finds: 

It is appropriate and required for carrying out the provisions of the Natural 
Gas Act that the Presiding Examiner’s Decision issued on March 12, 1954 in this 
proceeding be modified as hereinafter ordered, and, as modified, that said De- 
cision be affirmed as the final decision of the Commission. 

The Commission orders: 

(A) The initial decision of the Presiding Examiner issued March 12, 1954 
in this proceeding, as hereinafter modified, shall become effective as the deci- 
sion of the Commission as of the date of the issuance of this order. 
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SHENANDOAH GAS COMPANY 


(B) The said initial decision be and it hereby is modified in the following 
respects : 

(i) The language appearing at pages 586-587 of said initial decision, herein- 
before set forth in full, shall be stricken from the decision, and in lieu thereof, 
the following language shall be substituted: 

Section 7(a) is intended to make available, subject to the conditions therein 
specifically provided, natural-gas service from the pipe-line facilities of natural- 
gas companies to municipalities and local distribution companies in communities 
adjacent to such facilities. That such local distribution companies might also 
be “natural-gas companies” within the meaning of the Act constitutes no valid 
reason for withholding the benefits conferred by Section 7(a) as an aid to their 
performance of the local distribution operations in which they are engaged. 

However, Section 7(a) is not an appropriate vehicle whereby one “natural-gas 
company”, because it also engages in local distribution, may obtain from another 
‘natural-gas company” sufficient volumes of gas to enable it to engage in opera- 
tions other than local distribution which are beyond the purview of Section 
7(a). In such circumstances our action should be limited to requiring gas to 
be made available to carry on the local distribution operations which, in our 
view, are contemplated by Section 7(a). Cf. Public Service Corporation of 
Texas, Docket No. G—1640, Opinion No. 242 and accompanying order, issued De- 
cember 24, 1952, 11 F.P.C. 453. 

(ii) The following additional paragraph shall be added to the findings appear- 
ing in said decision at page 592 thereof: 

(7) It is appropriate and required for carrying out the provisions of the 
Natural Gas Act that the certificate to be issued herein be appropriately con- 
ditioned to require Shenandoah to submit, at least 60 days prior to the com- 
mencement of its proposed operations, an FPC Gas Tariff satisfactory to the 
Commission, which shall contain rate schedules and service agreements satis- 
factory to the Commission as to both form and level of rates covering all sales 
subject to the jurisdiction of the Commission. 

(iii) The following additiona) paragraph shall be added to the ordering 
clauses appearing in said decision at page 593 thereof : 

(D) In addition to the conditions specified in paragraph (C) above, the fol- 
lowing condition be and the same hereby is attached to the issuance of the cer- 
tificate issued in paragraph (B) above, and to the exercise of the rights granted 
thereunder : 

Shenandoah shall, at least 60 days prior to the commencement of operation of 
the facilities hereby authorized, submit an FPC Gas Tariff satisfactory to the 
Commission, which shall contain rate schedules and service agreements satis- 
factory to the Commission as to both form and level of rates covering all sales 
subject to the jurisdiction of the Commission which it proposes to make. 

(C) Said initial decision shall, in all other respects, be and remain the same. 










































FEDERAL POWER COMMISSION 


IN THE MATTER OF 
KANSAS-NEBRASKA NATURAL GAS CoO., INC. 


Upon Application for Certificate of Public Convenience 
and Necessity and for Abandonment of Natural Gas Facility 


Docket No. G-2186 
May 20, 1954* 


Syllabus 


1. Proposed certificate condition rejected which would require that no new peak 
day firm service be rendered by the use of such facilities until all firm serv- 
ice previously authorized had been initiated. P. 598. 

2. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Kansas-Nebraska. P. 599. 


Ezekiel G. Stoddard of Cox, Langford, Stoddard & Cutler for Kansas-Nebraska 
Natural Gas Co., Inc. 
Oscar E. Reed for the staff of the Federal Power Commission. 


HAL.t, Presiding Eraminer: Kansas-Nebraska Natural Gas Company, Inc. (Ap- 
plicant) is here seeking (1) authority for the abandonment of its Otis, Kansas 
Compressor Station, and (2) certificate authorization for the construction and 
operation of natural gas facilities in that portion of its system located in and 
serving the State of Nebraska east of the Big Springs field.’ 

Hearings were held April 19-20, 1954, and main and reply briefs were filed 
May 5 and 12, 1954, respectively, as to the matters and issues involved in this 
and five reopened dockets, i. e., Nos. G-683, G-1180, G—1532, G-1683 and G—1857, 
consolidated for purpose of hearing. The reopened dockets are the subject of a 
separate decision and order filed this date. 

By order of the Commission, Central Electric & Gas Company was permitted 
to intervene but no appearance was entered on its behalf at the hearing. 

Applicant is a “natural-gas company” within the coverage of the Natural Gas 
Act. It is engaged in the production, purchase and gathering of natural gas in 
the States of Kansas, Nebraska, Oklahoma and Colorado, and in its transmission 
and wholesale and retail distribution in the States of Kansas and Nebraska, and 
its transmission and retail distribution in the State of Colorado. 

Applicant’s principal source of supply is in the Hugoton field in southwestern 
Kansas and western Oklahoma. It also obtains natural gas from the Unruh 
Area in Barton County, Kansas, the Big Springs field in Deuel County, Ne- 
braska and several smaller pools in Logan County, Colorado. 

Facility abandoned.—Pursuant to temporary authorization, Applicant aban- 
doned its Otis, Kansas Compressor Station which was not being operated due 
to declining volumes of gas from the Unruh Area. The two 600 HP compres- 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued June 30, 1954, infra, p. 608. 

1In its application filed June 11, 1953, Applicant also requests modification of the 
Presiding Examiner’s decision and order issued January 19, 1953, in Docket No. G—1857, 
12 F. P. C. 505, to eliminate therefrom authorization to construct and operate certain 
facilities no longer needed because of new and additional sources of natural gas adjacent 
to the northwest extremity of Applicant’s system. This matter, together with the modifi- 
cation of prior orders issued in Docket Nos. G-683, G—-1180, G-1532 and G—1683, is con- 
sidered and disposed of in a separate decision and order. 
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sors and all auxiliary equipment salvaged therefrom have been reinstalled in 
the Big Springs Compressor Station (see item (6) below), thereby enabling 
restoration of the equipment to needed use. 

Facilities constructed and to be constructed.—Certificate authorization is re- 
quested for the construction and operation of the following described facilities 
which, for the most part, enable the transmission of larger quantities of gas 
eastward from newly developed fields in the Big Springs, Nebraska and Logan 
County, Colorado areas: 

(1) 25.4 miles of 12-inch pipeline replacing a line of smaller diameter be- 
tween Big Springs field and Ogallala, Nebraska. This line and the 1200 HP com- 
pressor station described in item (6) below have already been constructed 
pursuant to temporary authorization and enabled Applicant to meet forecasted 
1953-1954 requirements in that section of its system east of Big Springs. 

(2) 14.1 miles of 10-inch pipeline to replace portions of an existing 6-inch 
pipeline between Lexington and Elm Creek, Nebraska. Conditional approval 
only is requested of this item.’ 

(3) 0.6 mile of 23-inch lateral pipeline and measuring and regulating stations 
to serve four interruptible industrial customers, consisting of three alfalfa de- 
hydration plants located at Albion, Arcadia and Broken Bow, Nebraska, and a 
railroad engine house located at North Platte, Nebraska.* 

(4) Gas coolers with 150,000 Mcf/day capacity at Applicant’s Scott City 
Compressor Station to replace present coolers. 

(5) Additional 50,000 Mcf/day capacity inlet gas scrubber at Palco Compres- 
sor Station. 

(6) 1200 HP compressor station in the Big Springs field. This item covers the 
relocation of two 600 HP compressor engines and all auxiliary equipment from 
Applicant’s Otis, Kansas Compressor Station to the Big Springs Station. 

The undisputed evidence shows that the above-described facilities constitute 
enlargements of Applicant’s system to serve increased demands and to connect 
additional reserves of Applicant ;* that the estimated cost ($922,410) thereof is 
reasonable and, to the extent not already financed and constructed, will be 


2 At the time Applicant filed its application it was of the opinion that the 14.1 miles of 
10-inch pipeline would meet increased requirements of existing markets east of Cozad, 
Nebraska. However, actual experience of the 1953-54 winter has demonstraied the need 
for an even greater expansion in this area. Accordingly, Applicant included in its recently 
filed application in Docket No. G—2392 an additional line to extend from Cozad to Grand 
Island, Nebraska, which, if authorized, will be constructed in lieu of the 14.1 miles of 
10-inch line described in item (2) above, otherwise item (2) will be required. 

3 The estimated total cost of the facilities comprising item (3) is $10,255. According 
to the application, ‘‘All of these facilities have been constructed and are in operation ex- 
cept the engine house measuring station which will be built in 1954." While it appears 
that such facilities were constructed without prior authorization from the Commission and 
in violation of Section 7 of the Natural Gas Act, the circumstances in this regard were 
not inquired into and developed during the course of the hearing. Accordingly, it cannot 
be determined on the basis of the record that there are sufficient grounds to justify a 
finding that such minor construction of facilities constitutes willful violations within the 
meaning of Section 21(a) of the Act so as to warrant reference of the matter to the At- 
torney General of the United States for his consideration whether, in his discretion, 
criminal proceedings should be instituted with respect to the violations. But as Staff 
counsel suggests, the certificate herein issued should authorize only the continued opera- 
tion of the facilities constructed without authorization. 

‘The estimated peak day demand for the 1953-54 winter was 232,480 Mcf, with de- 
liveries of 188,030 Mcf and curtailments of 44,400 Mcf. The actual peak day demand ex- 
perienced January 20, 1954 (subsequent to the making of the estimate for purposes of 
Docket No. G-2186) was 241,213 Mcf, with deliveries of 192,415 Mcf and curtailments of 
48,798 Mcf. Thus actual system deliveries exceeded the total design peak day capacity 


(188,030 Mcf) herein sought. Public demand for the requested facilities is therefore ap- 
parent. 
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financed from the sale of securities and from working capital and operating 
revenues; that the operation of Applicant’s system with these additional facili- 
ties is economically feasible ;° and that the reserves owned by and dedicated to 
Applicant appear reasonably adequate and deliverable to meet its annual and 
peak day requirements for at least twenty years. 

Certificate condition proposed by staff counsel.—Staff counsel urges that “It 
is in the public interest and public convenience and necessity require any cer- 
tificate issuing herein be conditioned to require that no new peak day firm serv- 
ice may be rendered by the use of such facilities until all firm service previously 
authorized has been initiated.” The purpose of this proposed condition is to 
compel Applicant to construct the necessary transmission facilities and to pro- 
vide retail service to thirteen small Nebraska communities (even though it no 
longer intends to initiate retail service in such communities) before any of the 
facilities herein authorized are used for “new peak day firm service”. 

The Examiner disagrees with Staff counsel’s contention, first, for reasons set 
forth in the separate decision filed this date in Applicant’s Docket No. G—683, 
et al., and, second, because practically all of the facilities authorized herein 
have been constructed pursuant to temporary authorization and the entire addi- 
tional capacity provided thereby is being used to serve, and is needed to serve, 
the requirements of existing customers, with no new service being requested or 
involved.° 

It seems to the Examiner that the end sought to be accomplished by the pro- 
posed condition is wholly independent of this certificate case and ought not to 
be pursued herein. 

FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and argu- 
ments of counsel, as well as upon the preceding portion of this decision, it is 
further found and concluded that: 

(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act, as amended, and is subject thereunder to regulation by the Commission. 

(2) The construction and operation of the facilities hereinbefore described, 
which are the subject of the application for a certificate of public convenience 
and necessity herein, will be used in the transportation and sale of natural gas 


5 Assuming the pro-forma annual revenue from volumes of gas sold for the first three 
full years of operation of Applicant’s entire system, including the new facilities, it will 
realize the following net operating income and rate of return: 

1954—$2,181,312.00 and 5.9%. 

1955—$2,239,705.00 and 6.1% 

1956—$2,267,306.00 and 6.4% 

* Applicant’s president testified in part as follows: 

We were able to go forward with the construction of several of the items requested 
in G—1857 either because they were authorized by special temporary certificates or 
separate order. * * * 

* > + . ” * a 

In addition, we were able to construct during September and October of 1953 the 
26 miles of 12-inch pipeline * * * and to install a 1200 horsepower compressor 
station in the Big Springs Field. These two facilities are * * * in our pending ap- 
plication in G—2186. * * * 

Even with all this additional capacity in operation * * * we found during this 
past winter of 1953-54 that we had absolutely no excess peak day capacity in any 
part of the entire Nebraska portion of our system east of the Big Springs Field. 

During the peak day experienced in this past January 1954 we delivered through 
the whole system 192,415 Mcf, which is actually in excess of our certified capacity. 

But even with this output, we were still forced to ask some of our firm cus- 
tomers to cut back. We not only curtailed all industrials but we had to ask all 

schools and court houses to cut their heating to 55 degrees. 
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in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act, as amended. 

(3) It is appropriate and necessary for carrying out the provisions of the 
Natural Gas Act, as amended, that Applicant be issued a certificate of public 
convenience and necessity authorizing, as hereinafter ordered and provided, the 
construction and operation by Applicant of a part of the facilities covered by 
its application, and also the continued operation of such facilities covered by 
the application as Applicant already has constructed and placed in operation 
without required authorization from this Commission. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(5) The construction and operation of the hereinafter authorized facilities, 
and the continued operation of the facilities so authorized, are required by pub- 
lic convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned.’ 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
the facilities authorized by this order shall be completed and in actual operation, 
to the extent not already in operation, should be fixed at two months from the 
date on which this order becomes final as the act of the Commission. 

(7) Applicant’s Otis, Kansas Compressor Station, permission and approval for 
the abandonment of which is herein sought, has been used for the transportation 
of natural gas in interstate commerce subject to the jurisdiction of the Commis- 
sion and the abandonment thereof is subject to the requirements of subsection 
(b) of Section 7 of the Natural Gas Act, as amended. 

(8) The available supply of natural gas in the Unruh Area is depleted to the 
extent that continued operation by Applicant of its Otis, Kansas Compressor 
Station was unwarranted, and the public convenience and necessity permitted 
the abandonment of said station. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate, for the transporta- 
tion and sale of natural gas, subject to the jurisdiction of the Commission, the 
additional natural gas facilities hereinbefore referred to and described as items 
(1), (2) and (6) in the accompanying decision, as well as the engine house 
measuring station comprising part of item (3), and authorizing, also, the con- 
tinued operation by Applicant of all other facilities comprising said item (3), 
upon the terms and conditions of this order. 





7The certificate hereinafter issued does not cover or grant authorization for the con- 
struction or operation of the gas coolers and scrubber hereinbefore referred to and de- 
scribed as items (4) and (5) in the accompanying decision (p. 597, supra) as such 
facilities are auxiliary installations within the meaning of section 2.55(a) of the Com- 
mission’s General Rules and Regulations (18 CFR 2.55(a)). 
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(B) This certificate, insofar as it authorizes construction and operation of 
item (2), referred to in paragraph (A) above, shall be void and without force 
and effect in the event the Commission in Docket No. G—2392 authorizes con- 
struction and operation of the proposed Cozad-Grand Island line in lieu of the 
14.1 miles of 10-inch line described as item (2) in the accompanying decision. 

(C) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation to the extent not already in operation, 
as provided in paragraph (2) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure, is hereby fixed at two months from the date on which 
this order becomes the final act of the Commission. 

(E) Abandonment of Applicant’s Otis, Kansas Compressor Station be and the 
same is hereby authorized. 

Francis L. HAtt, 
Presiding Examiner. 


IN THE MATTER OF 
KANSAS-NEBRASKA NATURAL GAS CO., INC. 
Upon Application for Amendment of Prior Certificate Orders 
Docket Nos. G-683, G-1180, G-1532, G-1683, G—1857 
May 20 1954* 

Syllabus 


1. Applicant permitted to forego retail service upon showing that service to 
certain communities would be economically infeasible, even though de- 
ficiencies in revenues resulting from service would be so small as not to be 
an undue burden upon applicant’s other customers. P. 603. 

2. Proposed certificate condition rejected which would require that no new peak 
day firm service be rendered by the use of such facilities until all firm serv- 
ice previously authorized had been initiated, where applicant has not ac- 
cepted previously authorized certificate. P. 606. 

3. Commission amends certificate orders previously issued to Kansas-Nebraska. 
P. 607. 


izekiel G. Stoddard of Cox, Langford, Stoddard & Cutler for Kansas-Ne- 
braska Natural Gas Co., Inc. 


Oscar E. Reed for the staff of the Federal Power Commission. 


Hat, Presiding Examiner: The five dockets here involved were reopened for 
the sole purpose of determining whether the prior orders issued therein should 
be modified* in the manner requested by Kansas-Nebraska Natural Gas Com- 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued June 30, 1954, infra, p. 608. 

1 Modification of the order issued in Docket No. G-1683 is no longer sought since all 
facilities authorized therein have been constructed and are now in operation. 
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pany, Ine. (Applicant) in its petition and application filed April 27 and June 11, 
1953, respectively. 

These reopened proceedings were consolidated, for purpose of hearing, with 
Docket No. G—2186 in which a separate decision and order is being filed this day 
(13 F. P. C. 596) authorizing the abandonment of Applicant’s Otis, Kansas, Com- 
pressor Station and granting Applicant a certificate of public convenience and 
necessity. 

Hearings were held April 19-20, 1954. Main and reply briefs were filed May 
5 and 12, 1954, respectively. 

By orders of the Commission, Central Electric & Gas Company was permitted 
to intervene in Docket No. G—1857, and the Villages of Ong and Shickley, Ne- 
braska, were permitted to intervene in Docket No. G-683. However, no ap- 
pearances were entered on their behalf at the hearing. 


(1) MODIFICATION OF PRESIDING EXAMINER’S INITIAL DECISION AND 
ORDER ISSUED JANUARY 19, 1953, IN DOCKET NO. G—1857 


Applicant requests that the initial decision and order issued January 19, 1953, 
in Docket No. G—1857, 12 F. P. C. 505, be modified to delete therefrom the facili- 
ties comprising the following items (listed under corresponding numbers in the 
initial decision) and representing proposed expansions in the Kansas portion 
of Applicant’s system: 

(1) Approximately 5 miles of 12%-inch pipeline to replace 85-inch pipe in the 
existing line between Colby and Atwood, Kansas. 

(2) Approximately 15 miles of 12%-inch pipeline to replace 85¢-inch pipe in 
the existing line between Scott City and Colby, Kansas. 

- « o - 7 > = 

(6) Approximately 78 miles of 854-inch pipeline extending east from the Scott 
City Compressor Station to a point between Alexander and Rush Center, Kansas. 

These facilities have not been constructed and are no longer required because 
of the development of new gas sources at the northwest end of Applicant’s sys- 
tem in the Big Springs field and the Julesburg—Colorado Basin. It is there- 
fore appropriate and in the public interest to amend the initial decision and 
order as requested. 


(2) MODIFICATION OF ORDERS ISSUED IN DOCKET NOS. G—683, G—-1180, AND G—1532 


As a result of certificates granted in Docket Nos. G—683, G-1180 and G—1532, 
Applicant has more authority than it is now economically feasible for it to use. 
It therefore requests that the orders issued in these dockets be appropriately 
amended so as to permit it to forego the construction and operation of trans- 
mission and related facilities from which it originally intended to render retail 
service in thirteen communities in the State of Nebraska. While staff counsel 
contends that Applicant has not made out a case to be permitted to forego such 
service, and that therefore the prior orders should not be amended, Applicant 
has shown by uncontroverted evidence that service to the thirteen communi- 
ties is no longer economically feasible. 

In considering these proposed modifications it should first be pointed out that 
by certificates issued March 30, 1946 in Docket No. G-683 (5 F. P. C. 432), on 
July 29, 1949 in Docket No. G—1180 (8 F. P. C. 1030), as amended on February 
27,1951 (10 F. P. C. 760), and on February 28, 1951 in Docket No. G—1532 (10 
F. P. C. 761), and by various other certificates, Applicant voluntarily sought 
and obtained the right to construct and operate substantial enlargements of its 
system, including transmission facilities to enable it and others to render retail 
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service to a large number of towns and communities located in its service area.’ 
By the time the hearings were held in 1952 in Docket No. G-1857, Applicant 
had constructed all previously authorized facilities except those required to 
transport gas to 36 Nebraska towns. Thereafter, on January 19, 1953, the 
undersigned Presiding Examiner issued his decision and order granting a cer- 
tificate of public convenience and necessity authorizing the construction and 
operation of all facilities requested in Docket No. G—1857 and stated therein in 
part: 

Although Applicant has not as yet instituted service to the 36 towns and 
communities presently authorized to be served, which towns and communi- 
ties it heretofore represented as being in need of gas service it was desirous 
of rendering, it does not appear that the company has disregarded or is 
unmindful of their needs. As Applicant’s president testified, the management 
recognizes that the company is dedicated to make every effort to serve as 
many customers in its territory (comprised of rural and agricultural areas) 
as possible and has done the best it could in taking on small and widely 
separated communities in the last few years.” No evidence refuting this 
testimony was offered and none of the 36 towns and communities intervened 
in this proceeding for the purpose of showing that Applicant has been lack- 
ing in its efforts. 

Sixteen of the 36 towns and communities certificated but not yet served 
consist of part of those certificated in Docket No. G—1532, issued February 
28, 1951." To date Applicant has been prevented from constructing laterals 
to these towns because of its inability to obtain the required pipe. The 
Petroleum Administration for Defense first held up the application (filed in 
1951) for the necessary priority and authorization for pipe and the appli- 
cation was not granted until the Spring of 1952. Applicant hopes to get 
its orders placed in the near future, so that the necessary pipe can be ob- 
tained and service to these sixteen towns and communities initiated before 
the end of this year. 

The other 20 towns and communities certificated but not served range in 
population from 100 to 818 and have a combined population of only 5,770. 
Increased cost of labor and material, rerouting of previously existing lines 
as a result of several expansion programs, and inability to obtain small pipe 
in sufficient quantities have delayed service to these communities and, in 
some instances, will cause a reexamination to be made of the economic fea- 
sibility of providing service as originally planned. Recognition of Appli- 
cant’s inability to provide service within a specified time to the 20 towns and 
communities seems to be reflected in the fact that the Commission, in its prior 
orders (Docket Nos. G—683, G—984, G-1180 and G-—1683) authorizing firm 


service to them, did not fix the time within which such service was to be 
initiated. 


* The average town and community served by Applicant has a population of only 
1,535. Two towns, Hastings and Grand Island, Nebraska, comprise about 45,000 of 
the total (259,500) population served, so that the balance averages substantially 
less than 1,535. 


“The sixteen towns have a combined population of 16,318 and all are located in 
Nebraska * * *, 





*A tabulation contained in Staff counsel’s brief shows that in six of the certificates 
issued by the Commission (Docket Nos. G—683, G-984, G-—1180, G-1394, G-1532 and 
G-1683) Applicant was authorized to construct and operate, among other facilities, lateral 
lines and measuring and regulating equipment from which it, and in some instances others, 


could provide retail service to 71 towns, of which 58 are now, or soon will be, receiving 
service. 
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The Presiding Examiner’s decision and order issued January 19, 1953, was 
affirmed by order of the Commission issued February 26, 1953, as modified by a 
condition (hereinafter set forth and further considered as modification (3) ) 
requiring that no new service proposed in Docket No. G--1857 * should be ren- 
dered until Applicant initiated firm service to the 36 towns and communities not 
then being served, with such exceptions as the Commission might thereafter 
order upon petition for modification. Imposition of this condition was resisted 
by Applicant in its Petition for Reconsideration filed March 30, 1953, seeking 
rehearing of the order issued February 26, 1953, and requesting amendment 
thereof by striking the condition therefrom. These requests were denied. 

In its Petition for Reconsideration Applicant listed the thirteen communities 
involved herein as being those it did not propose to serve and as to which it 
stated it would file a petition for modification. The pending Petition for Modifi- 
eation was thereafter filed on April 27, 1953. Of the 36 communities to which 
service had been previously authorized but not begun at the time of the issuance 
of the Commission’s conditioned order of February 26, 1953, Applicant has 
gone forward and completed construction and operation of facilities and service 
has been initiated to fourteen. Barring some unforeseen circumstance, Appli- 
cant will complete, on or before October 1, 1954, the facilities required to begin 
service to nine additional communities. There remains the group of thirteen 
communities with respect to which Applicant requests that it be permitted to 
forego retail service. The basis for its request is that because of changed con- 
ditions service to these small communities is no longer economically feasible; 
that therefore to render such service would be contrary to the interests of public 
convenience and necessity and would constitute an unwarranted burden on Ap- 
plicant at the expense of service to other communities. 

Divided into subgroups in accordance with their geographical location and in 
accordance with the groupings used in estimating construction costs, revenues 
and rate of return, the decline in population in the thirteen communities during 
the ten year period from 1940 to 1950 is as follows: 
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*The new service proposed in Docket No. G—1857 consisted of fifteen alfalfa dehydra- 
tion plants, one sugar refinery, and two towns to be served at wholesale by Central Elec- 
trie and Gas Company. 

*The certificate issued in Docket No. G—1857, as modified by the order issued February 
26, 1953, originally required that Applicant should accept it, as conditioned, within thirty 
days. Thereafter, by order issued September 18, 1953, the time within which Applicant 
may accept the certificate was extended until fifteen days after the Commission shall 
issue its final decision and order upon the Petition for Modification filed April 27, 1953. 
In the meantime Applicant has been issued temporary certificates authorizing it to con- 
struct and utilize a considerable portion of the facilities involved in Docket No. G—-1857 
in order to enable it to meet the demands of existing customers. 

5 The total population of the 36 towns is 22,135 (1950 census). The population of the 
23 towns to which service is to be rendered is 18,548, or 84% of the total. 
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The estimated investment Applicant would have to make to serve the thirteen 
communities is as follows: 


Ong, Shickley, Strang and Ohiowa —~------------------- $145,010 
Carleton, Belvidere and Bruning ~...-.-..-.-.-------.- 121,155 
SIL, Matitnssh: tal cavities didageniaseseeiniiepud ces alalaeeeta ahead ae 34,455 
ETRE ID TORII ok stants elec nigeria daagsaeiameiiaianabindD 212,080 
SINE: SIE ORT IID. cnc inesacnatscatentssaisnlsn tsgeiocsattapdaateiamegabaotsabeaioas 74,245 
INI scandal acts each cidade comeaesaabe ada 38,045 

a nn hal aa $624,990 


As testified by Applicant’s president, the estimated costs of construction, an- 
nual revenue and costs of service set forth in the Petition for Modification show 
“that in the case of ten of the thirteen communities involved, the annual cost of 
operation would exceed the annual gross revenues even after service had been 
completely developed in the fifth year of operation to a saturation point of one 
meter for every three people; and in the case of the remaining three communi- 
ties the return on investment, on the same basis of saturation at the end of the 
fifth year, would be only 1.6% in two of the communities (Sargent and Com- 
stock) and only 2.9% in the third (Page).” Because a year has passed since 
the preparation of the Petition for Modification, Applicant made a further re- 
view of the situation just prior to the hearing to determine if any changes had 
taken place that would alter the conclusions reached in the petition. The only 
significant change was the possible application of higher rates to the communi- 
ties involved. Accordingly, new computations were made with respect to each 
of the groups of communities to determine the return on the investment that 
would be achieved in the fifth year of operations, applying the increased 
revenues based on the proposed new rates. Even taking into consideration the 
new rates, none of the projects is shown to be economically feasible. In the case 
of Boelus and Rockville, the service would still be rendered at an annual net 
loss. In the case of the other groups of communities the return on investment, 
without taking into consideration the increase in the cost of gas, would range 
from a low of 1.6% in the case of the group consisting of Ong, Shickley, Strang 
and Ohiowa to a high of 3.8% in the case of Page; and the rate of return, 
taking into consideration the increased cost of gas, would range from 0.2% in 
the case of Ong, Shickley, Strang, Ohiowa group to 3.0% in the case of Page. 

Applicant having shown by undisputed evidence that service to any one or 
group of the thirteen communities is economically infeasible, it follows that it 
is entitled to the requested modification of the certificate orders issued in Docket 
Nos. G-683, G-1180, and G—1532. 

While Staff counsel does not challenge the testimony and figures offered by 
Applicant and demonstrating economic infeasibility, he contends that “the cost 
of service to the 13 towns could be absorbed by Applicant without placing un- 
due burden on the company”, and that the effect of the deficiencies in revenue 
resulting from service to the thirteen towns would be so small as not to be an 
undue burden upon Applicant’s other customers. But these contentions are 
beside the point. Here the matter to be determined is the economic feasibility 
of the individual communities or groups of communities and not the ability of 
Applicant to pass on to its other customers unwarranted costs or to earn a fair 
return on its total jurisdictional or nonjurisdictional business, or both. This 
has been the test applied in the past and it must continue to be the test if 
natural gas companies are to maintain their economic integrity. Assume for 
a moment that what Applicant originally intended to do was to construct 
facilities to enable it to make wholesale sales to a potential distributor which 
proposed to serve the thirteen communities at retail, and that the distributor 
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now found itself unable to carry out the construction of the distribution systems 
because of changed conditions. In such a situation the distribution systems 
would never be constructed, nor could the Commission require them to be con- 
structed, and it goes without saying that the Commission would never approve 
or require the construction of the originally certificated transmission facilities. 
A different answer does not result from the fact that the Applicant here is 
both the proposed supplier and distributor.® 


(3) MODIFICATION OF THE COMMISSION’S ORDER ISSUED FEBRUARY 26, 1953, AFFIRM- 
ING AS MODIFIED THE INITIAL DECISION AND ORDER IN DOCKET NO. G-1857 


Applicant requests that the Commission strike from its order issued February 
26, 1953, the above referred to condition which it attached to the issuance of the 
certificate in Docket No. G—1857, and reading as follows: 


(A) The decision of the Presiding Examiner herein, issued January 19, 
1953 (12 F. P. C. 505) be and it hereby is modified by attaching to the 
issuance of the certificate ordered to be issued, and to the exercise of all 
rights granted thereunder, the following condition: 

No new service proposed by the application at Docket No. G—1857 shall be 
rendered until Applicant shall have initiated all firm service to all com- 
munities as to which it has previously been issued authorization, with such 
exceptions as the Commission shall hereafter order upon petition by Appli- 


*The Commission’s decision In the Matter of Northern Natural Gas Company, Docket 
No. G-2068, Op. No. 268, issued March 11, 1954, 13 F. P. C. 32, and its order issued Oc- 
tober 31, 1951, In the Matter of Southern Natural Gas Company, Docket No. G—1308 
(10 F. P. C. 1479), on which Staff counsel rely, do not hold that a natural gas com- 
pany may be, or should be, required to provide service to a town, or groups of towns 
served by a single lateral, in the absence of a showing that each addition is economically 
feasible. 

In the Northern case the Commission stated in part: “Excluded from the communities 
we have designated to be served are Elk River and Anoka, both in Minnesota, which would 
be served by Donovan, Inc.; and the communities of Roland, Gilbert, George Sibley, Wes- 
ley, Nora Springs, and Rudd, all in Iowa. The showings as to economic feasibility and 
requirements of public convenience and necessity made on behalf of the latter group of 
communities were insufficient, and no further discussion concerning the service to them 
is required. 

“As concerns service to Elk River and Anoka, we find it would be inappropriate at this 
juncture to authorize construction and operation of a branch line or lateral to serve such 
communities. The potential distributor has not set forth in the record a sound basis for its 
estimates of the potential load. * * *” 

Nor is the Southern Natural case of any help to Staff counsel. In this case the com- 
pany was granted a certificate to, among other things, make city gate deliveries in two 
areas, in one to Hogansville and Grantville, Georgia, and in the other to the town of 
Childersburg, Alabama. The Commission’s order issued October 31, 1951, amended the 
original certificate so as to permit Childersburg to purchase gas at a different point on 
Southern’s system because it was “concluded that there was sufficient change occurring 
subsequent to the issuance of the certificate and beyond the control of applicant to warrant 
amending the certificate so far as service to Childersburg is concerned.” As the Commis- 
sion stated: “At the hearing on the petition to amend, it was disclosed that, subsequent 
to the issuance of the certificate, the two industrial customers * * * originally proposed 
to be served off the Childersburg lateral, service to whom was authorized in said certificate, 
refused to sign gas-purchase contract with applicant. The annual sales to these two 
industrial customers were estimated at 4,108,750 M.c.f., contrasted with annual sales within 
Childersburg for domestic and commercial use of 57,600 M.c.f. 

“A representative of the community of Childersburg introduced into evidence a study 
showing that it would be economically feasible for the community to construct and operate 
a lateral from Talladega, Ala., at which point applicant proposes to have service available 
for Childersburg.” 

As for Hogansville and Grantville, the record showed that the economics of city-gate 
Service had improved rather than worsened. Thus, unlike the case here, there was no 
showing of change sufficient to warrant modifying the certificate. 
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cant for modification of such prior authorizations and its showing that each 
such modification is required by public convenience and necessity and that 
Applicant is not able to perform under the authorizations sought to be 
modified. 


The effect of this condition was to prohibit Applicant from rendering the new 
service proposed in Docket No. G—-1857 (see n. 3, p. 603) until it initiated service 
to the 36 communities authorized in the prior orders of the Commission, with 
such exceptions as the Commission might order upon petition by Applicant. 

It appears that the above condition presupposes an obligation on the part of 
Applicant to render service to the communities involved. And Staff counsel 
asserts that “Applicant should not be permitted to escape its obligation”. But 
an examination of the prior orders and a review of applicable provisions of 
the statute leads the Examiner to the view that the prior certificates were not 
the root of an obligation but merely a right to construct jurisdictional facilities 
from which retail service could be rendered through nonjurisdictional distribu- 
tion facilities. The Applicant was not required to accept the prior certificate 
orders, and apparently it has never accepted them, nor was a time fixed within 
which the authorized jurisdictional facilities were to be constructed. In these 
circumstances it would seem that, in the event Applicant did not construct the 
jurisdictional facilities, the Commission could do no more than rescind the 
unexercised right which it had granted. Accordingly, since there was no pre- 
existing obligation to be kept viable, the Examiner does not believe that it was 
the intention of the Commission, through the condition imposed by its order 
issued February 26, 1953, to create that which did not exist, nor does it appear 
that such an obligation could be created by such means. Respecting this, the 
fact must not be overlooked that Applicant, in not constructing the jurisdic- 
tional facilities, violated neither the statute nor the Commission’s order, and 
therefore there is no violation to be cured in accordance with the provisions of 
Section 20 of the Act. 

But apart from the foregoing, it is observed that the condition imposed by 
the order of February 26, 1953, requires Applicant to “initiate” service. As ap- 
plied to the thirteen communities which Applicant does not now propose to 
serve, it is apparent from the present record that such condition would have 
the effect of requiring Applicant to construct and operate nonjurisdictional 
distribution facilities and to make nonjurisdictional retail sales before it could 
initiate the new service proposed in Docket No. G—1857. Because of this effect, 
it appears that the condition is inconsistent with statutory standards which 
govern the Commission’s actions for distribution facilities and retail sales are 
matters beyond the Commission’s power and control. In view of this, there is 
no doubt but that the Commission will consider it appropriate to amend its 
order of February 26, 1953, by striking the above-quoted condition therefrom. 

Staff counsel cites United Fuel Gas Co. v. Railroad Commission of Kentucky, 
278 U. S. 300, for support for the proposition that Applicant should not be 
relieved from serving the thirteen communities not proposed to be served, 
reference being made to the following excerpt from page 309 of the decision in 
that case: “The primary duty of a public utility is to serve on reasonable terms 
all those who desire the service it renders. This duty does not permit it to pick 
and choose and to serve only those portions of the territory which it finds most 
profitable, leaving the remainder to get along without the service which it alone 
is in a position to give.” But this case is not in point. The quoted language 
has reference to the company’s proposed withdrawal of service which it had 
undertaken. That is not the situation here. In this connection, the Commission 
also has the power under Section 7(b) of the Act to prohibit the abandonment 
of service in appropriate cases, and under Section 7(a) it can compel a natural 
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gas company to add new markets when the conditions of this section can be 
met. Subsections (a) and (b) of Section 7 were designed to enable the Com- 
mission, among other things, to overcome any intention by a natural gas com- 
pany to “pick and choose”. On the basis of the present record, it clearly appears 
that the Applicant here has no such intention. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision it is further 
found and concluded that: 

It is reasonable and appropriate in carrying out the provisions of the Natural 
Gas Act, as amended, and the public convenience and necessity require, that the 
orders heretofore issued on March 30, 1946 in Docket No. G-683; on July 26, 
1949 in Docket No. G—1180, as amended on February 27, 1951; on February 28, 
1951 in Docket No. G-1532; and on February 26, 1953, in Docket No. G—1857, 
as well as the Presiding Examiner’s initial decision and order issued January 
19, 1953 in Docket No. G—1857, be amended as requested by Applicant in its 
Petition for Modification filed April 27, 1953, and in its Application filed June 
11, 1953, and as hereinafter ordered and provided. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of 
Practice and Procedure, that: 

(A) The order of March 30, 1946 in Docket No. G-683 (5 F. P. C. 432), issuing 
a certificate of public convenience and necessity to Applicant, be and the same 
is hereby further amended by deleting the town of Lebanon from Item (d) (vii) 
(a) and changing this Item to read: 

(a) Marion and Danbury in Red Willow County, Nebraska. Approximately 
8 miles of 2%-inch O.D. steel pipe; 


and by deleting in their entirety Items (d) (vii) (d) and (e) covering facilities 
through which it was proposed to render service to Bruning, Carleton, Belvidere, 
Ong, Shickley, Strang and Ohiowa, Nebraska. 

(B) The order of July 26, 1949 in Docket No. G—-1180 (8 F. P. C. 1030), as 
amended on February 27, 1951 (10 F. P. C. 760), be further amended by deleting 
the towns of Rockville and Boelus, Nebraska, and changing Item (8), as 
amended, to read: 

(8) Approximately 9 miles of 2%-inch pipeline extending southwest from St. 
Paul to Dannebrog, Nebraska, together with one town border station; approxi- 
mately 4 miles of 14-inch pipeline extending eastward from a point on Appli- 
cant’s Kearney-Litchfield line about 5 miles south of Litchfield to Hazard, 
Nebraska, together with a town border station to provide service to the town 
of Hazard; and approximately 12 miles of 2%-inch pipeline extending eastward 
from a point on Applicant’s Kearney-Litchfield line about 10 miles south of 
Litchfield to Ravenna, together with a town border station to provide service 
to the town of Ravenna, Nebraska. 


and further amended by deleting the towns of Comstock and Sargent from 
Item 9 thereof and changing Item 9 to read: 

(9) Approximately 23 miles of 65-inch pipeline extending in a northerly 
direction from Loup City to the vicinity of Ord and 3 miles of 65-inch, 6 miles 
of 4%-inch, 16 miles of 314-inch and 15 miles of 2%-inch transmission or service 
pipelines together with 5 town border measuring stations and appurtenant 
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facilities to provide gas service from Applicant’s pipeline system to the Towns 
of Arcadia, North Loup, Scotia, Ord and Burwell, all in Nebraska. 

(C) The order of February 28, 1952 in Docket No. G-1532 (10 F. P. C. 761) 
be and the same is hereby amended by deleting the town of Page from Item 18 
and changing this item to read: 

(18) Five town border stations and approximately one mile of 3%-inch pipe- 
line and 10% miles of 2%-inch lateral pipelines extending from Applicant’s 
proposed Neligh-O’Neill pipeline described in (17) above, to said town border 
stations serving at retail Clearwater, Ewing, Orchard, Inman and O'Neill, all 
in Nebraska. 

(D) The order issued February 26, 1953 in Docket No. G—1857 be and the 
same is hereby amended by deleting paragraph (A) therefrom. 

(E) The Presiding Examiner’s initial decision and order issued January 19, 
1953, in Docket No. G-1857 (12 F. P. C. 505), be and the same is hereby amended 
by deleting from the initial decision Items (1), (2) and (6), hereinabove quoted 
in the accompanying opinion (p. 601, supra), and by changing paragraph (2), 
under the caption “FINDINGS AND CONCLUSIONS”, to read: 

(2) The eight items of facilities hereinabove described, i.e., Items (3), (4), 
(5), (7), (8), (9), (10) and (11), are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 


and by changing paragraph (A), under the heading “ORDER”, to read: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing the Applicant to construct and operate the eight items 
of facilities referred to in paragraph (2) above, all as more fully described in 
Applicant’s first amended application, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

Francis L. Hatt, 
Presiding Examiner. 
Order affirming and adopting presiding 
examiner’s decisions 


June 30, 1954 


On May 20, 1954, the Presiding Examiner issued his Initial Decisions herein, 
pursuant to Section 1.30 of the Commission’s Rules of Practice and Procedure 
{18 CFR 1.30]. Said Initial Decisions at (a) Docket Nos. G-683, G—1180, G—1532, 
G-1683 and G-—1857, and (b) Docket No. G—2186 were served upon all parties 
of record in accordance with said rules. 

The Initial Decision of the Presiding Examiner at Docket Nos. G-—683, 
G-1180, G—1532, and G-—1857 determined that the orders heretofore issued on 
April 4, 1946, in Docket No. G—683, on July 29, 1949 in Docket No. G—1180, as 
amended on February 27, 1951, on February 28, 1951 in Docket No. G—1532, and 
on February 26, 1953 in Docket No. G—1857, as well as the Presiding Examiner’s 
decision and order issued January 19, 1953 in Docket No. G—1857 should be 
amended as requested by Applicant in its Petition for Modification filed April 
27, 1953, and in its application filed June 11, 1953, and thus (1) authorized 
amendment of the various orders so as to delete from the certificate orders 
therein the names of the towns of Lebanon, Brunning, Ong, Shickley, Strang, 
Ohiowa, Rockville, Boelus, Comstock, Sargent, Page, Carleton, and Belvidere, 
Nebraska, and the facilities as proposed originally by Applicant to provide 
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service from Applicant’s system, and (2) lifted the restriction upon the use of 
pipe line capacity imposed by the condition affixed by the Commission to the 
decision of the Presiding Examiner issued January 19, 1953 at G-1857. 

The Initial Decision of the Presiding Examiner at Docket No. G—2186 (i) is- 
sued a certificate of public convenience and necessity authorizing the construc- 
tion and operation of facilities on that portion of Applicant’s system located in 
and serving the State of Nebraska east of the Big Springs gas field and (ii) 
granted permission and approval to abandon and remove its Otis, Kansas, Com- 
pressor Station. 

Exceptions to the Initial Decision of the Presiding Examiner relating to G-683 
were filed by the Villages of Ong and Shickley, Nebraska, on June 14, 1954; and 
by Commission Staff counsel to the Initial Decisions of the Presiding Examiner 
in so far as they related to all the matters in issue at Docket Nos. G-683, G—1180, 
G-—1532, G—1857 and G—2186 on June 21, 1954. 

Upon review of the entire record in these proceedings, including the Initial 
Decisions of the Presiding Examiner, and the statements of exceptions thereto, 
the Commission finds: 

The evidence of record and the applicable law do not require the exceptions 
be sustained. 

The Commission orders: 

(A) The Initial Decisions of the Presiding Examiner issued May 20, 1954 at 
Docket Nos. G-—683, G—1180, G—1532, G—1683, G—1857 and G—2186, shall become 
effective as the decision of the Commission as of the date of the issuance of this 
order. 

(B) Exceptions of Ong and Shickley, Nebraska, and Commission Staff Coun- 
sel are denied. 


IN THE MATTER OF 
PENNSYLVANIA WATER & POWER COMPANY 
Upon Petition Pursuant to Prescribed Rate Schedule 
Docket No. E-6540 
May 28, 1954 * 

Syllabus 


1, Order of an administrative agency may not be objected to on the ground of 
due process unless the party has sustained or is in immediate danger of 
sustaining some direct injury as the result of the order. P. 620. 

2. Commission allows Penn Water to include the costs of a new coal dredging 
and processing plant and a new steam-electric generating unit in the rate 
base specified in its rate schedule, from and after the respective dates of 
commencement of commercial operation. P. 621. 


Randall J. LeBoeuf, Jr., Halcyon G. Skinner, Craigh Leonard, and Arvin Up- 
ton for Pennsylvania Water & Power Company. 
J. P. Lundy for the staff of the Federal Power Commission. 


PURDUE, Presiding Examiner: On December 30, 1953, Pennsylvania Water & 
Power Co. (Penn Water) instituted this proceeding by filing a petition, pursuant 
to paragraph (A) (1) of a rate schedule, designated Prescribed Rate Schedule 


* Inittal decision became the final decision and order of the Commission by order of the 
Commission issued July 6, 1954, infra, p. 621. 


610 FEDERAL POWER COMMISSION 


A, established by order of the Commission issued October 27, 1949 in a rate 
proceeding, In re Pennsylvania Water & Power Co., 8 F. P. C. 1193, 1199. By 
the petition, Penn Water seeks Commission approval of the inclusion of the costs 
of a new coal dredging and processing plant and a new steam-electric generating 
unit in the rate base specified in such rate schedule, from and after the re- 
spective dates of commencement of commercial operation thereof. 

Consolidated Gas Electric Light and Power Co. of Baltimore (Consolidated or 
Baltimore Co.) intervened in opposition to the granting of the petition. 

The order of October 27, 1949 was issued so as to effectuate the requirements 
of the Commission’s opinions and orders theretofore entered in the rate pro- 
ceeding, 8 F. P. C. 1, rehearing denied 8 F. P. C. 170. In such proceeding, the 
Commission required a reduction in the rates of Penn Water for the sale of 
electric energy at wholesale, and the continuance of the operational practices of 
Penn Water and Consolidated hereinafter described. 

The instant proceeding came on for hearing before the Examiner on March 
23-26, 29-31, and April 1-2, 1954; and evidence both oral and documentary was 
introduced by the petitioner, the intervenor and the Staff of the Commission. 
The parties filed briefs after the conclusion of the hearing; and the proceeding 
was submitted for consideration and decision. 

The Staff takes the position that the cost of the facilities in question is prop- 
erly includible in the rate base, from the dates of commencement of commercial 
operation. 

STATEMENT OF FACTS 


Properties and operations.—The following facts, partly in language from court 
decisions in the aforementioned rate proceeding, Pennsylvania W. & P. Co. v. 
Federal Power Commission, 193 F. 2d 230 and 343 U.S. 414, are shown by the 
evidence in the instant proceeding : 

Penn Water owns and operates a hydroelectric plant and a small steam-elec- 
tric generating plant at Holtwood, Pennsylvania, which is on the Susquehanna 
River, some nine miles north of the Pennsylvania-Maryland border. Until 
recently, its facilities at Holtwood included a coal recovery and preparation 
plant which provided fuel for the steam-electric plant. In addition, Penn Water 
and its wholly-owned subsidiary, Susquehanna Transmission Co. of Maryland 
(Susquehanna Co.), “together constitute an interconnected interstate transmis- 
sion system—with Penn Water owning and operating that part of the system 
which is located in Pennsylvania and [Susquehanna Co.] operating the Mary- 
land facilities. A third company, Safe Harbor Water Power Corp. [Safe Har- 
bor] owns and operates a hydroelectric development”’* on the Susquehanna at 
Safe Harbor, Pennsylvania, eight miles above Holtwood. The transmission fa- 
cilities of Safe Harbor interconnect with those of Penn Water. Consolidated 
operates large steam-generating plants in Baltimore. Its system is intercon- 
nected with the facilities of Susquehanna Co. and Penn Water. 

Penn Water sells electric energy at wholesale to three customers in Pennsyl- 
vania, with which its facilities interconnect; namely, Pennsylvania Power & 
Light Co., Philadelphia Electric Co., and Metropolitan Edison Co. These cus- 
tomer companies have generating plants of their own, and Penn Water supplies 
but a part of their requirements. In addition to certain commitments of Penn 
Water for the supply of firm power and energy to these companies, Penn Water 
interchanges electric energy and capacity with them for the purpose of obtaining 
economies in the production of energy and in the protection of service. Penn 


Water sells electric energy in Pennsylvania to one company, the Pennsylvania 
Railroad, for its own consumption. 


2193 F. 2d, at p. 2338. 
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The flow of the Susquehanna River varies seasonally because of flood and 
drought. “During periods of low flow, Penn Water receives steam-generated 
energy from Baltimore in order to meet its power supply commitments [to its 
Pennsylvania customers]. Conversely, during periods of high flow, Consolidated 
is able to receive the cheaper hydroelectric power from [the Holtwood] and Safe 
Harbor [developments].” * 

The Baltimore-generated capacity and energy which Consolidated furnishes to 
Penn Water to supplement the supply required by the Pennsylvania customers 
is sometimes referred to as Consolidated’s “back-feed” service. 

The systems of Penn Water, Safe Harbor and Consolidated, together with the 
system of Potomac Electric Power Co., in the Washington, D. C. area, and a 
plant of Bethlehem Steel Co, in Baltimore, constitute an integrated power pool. 
The pool serves the loads in FPC Area 6, and also Penn Water’s portion of the 
markets of its three Pennsylvania utility customers, which are in FPC Area 5. 
Through coordinated operations, electric energy is interchanged among all these 
various companies, requirements being supplied from the most economical gener- 
ating sources available from hour to hour. 

For a more detailed statement of properties and operations of Penn Water 
(and Susquehanna Co.), Safe Harbor and Consolidated, see the Commission’s 
opinion in the Penn Water rate proceeding, supra 8 F. P. C., at pages 5, 6, and 
7. The facts there set out pertain to the test year 1946, but the evidence shows 
that they are essentially true at the present time, except for the following 
changes and additions in facilities: (1) the recent abandonment by Penn Water 
of the coal recovery and preparation plant at Holtwood; (2) the rewinding by 
Penn Water of three of its hydro-generators at Holtwood from 25-cycle to 60- 
cycle generation; (3) the change-over of its 25-cycle Lancaster circuit to a swing 
circuit suitable for the transmission of either 25 or 60-cycle energy; (4) the in- 
stallation by Penn Water of a 66-Kv substation near Safe Harbor and a 66-Kv 
switching station at Holtwood; (5) the construction of a 66/220 Kv transmis- 
sion line from a point near Safe Harbor to Hummelstown, Pennsylvania; and 
(6) the installation of the facilities in question here.* 

Contracts under which Penn Water, Consolidated and Safe Harbor formerly 
operated.—From 1932 to 1950, Penn Water, Consolidated and Safe Harbor oper- 
ated under two certain contracts for the coordinated sale and distribution of 
electric power and energy in Maryland and Pennsylvania. The United States 
Court of Appeals for the Fourth Circuit, in decisions rendered in 1950 and 1952, 
held that these contracts were invalid, as hereinafter appears. One of the con- 
tracts, referred to as the “two-party agreement,” was entered into in 1931 be- 
tween Consolidated and Penn Water as a supplemental agreement to a 1927 
agreement between the same parties; and was in turn supplemented in several 
subsequent years. The other contract, referred to as the “three-party agree- 
ment,” was entered into in 1931 between Safe Harbor, Consolidated and Penn 
Water. These contracts, on file with the Commission, are designated as Pennsyl- 
vania Water & Power Co. Rate Schedules F. P. C. Nos. 1 and 8. 

The two-party agreement provided that Consolidated was “entitled at all times 
to all the electric capacity and energy from time to time available to [Penn 
Water] at its Holtwood hydroelectric and steam-electric generating plants and 
from the Safe Harbor Development, * * * and not otherwise disposed of in the 
performance of now existing contracts” or new contracts approved by Consoli- 


2343 U. S., at p. 419. 

*In a pending proceeding, In re Consolidated Gas Electric Light and Power Co. of Balti- 
more and Pennsylvania Water & Power Co., Docket No. E—-6441, Consolidated takes the 
position that it has no obligation under Prescribed Rate Schedule A to pay a return to 


Penn Water on certain of the investments referred to in subdivisions (2) to (5) of the 
foregoing sentence. 
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dated. The agreement did not limit Penn Water’s production of capacity and 
energy to any particular generating plants or limit the number or size of the 
generating units. By the three-party agreement, Consolidated was entitled to 
two-thirds, and Penn Water to one-third, of Safe Harbor’s output.’ Under the 
contracts, Penn Water was in turn “entitled to receive from Baltimore Co. steam 
energy to the extent that it [was] available after Baltimore Co.’s [own] re- 
quirements [had] been met. Nor [did] the contractual entitlements of Balti- 
more Co. necessarily represent energy used by it. Its hydro entitlement [was] 
at the disposal of the entire system in order to permit the lowest incremental 
cost energy to be used as needed at the various parts thereof. In return for 
the rights granted to it under [the two-party contract], Baltimore Co. [in such 
contract assured] Penn Water of revenues sufficient to cover all of its operating 
expenses and a specified return on its investment.” ‘ The contract allowed Balti- 
more Co. a credit for the amount of the sales of energy by Penn Water to the 
Pennsylvania customers. In the three-party contract, Baltimore Co. agreed to 
pay to Penn Water certain charges for the transmission service rendered by it 
and its subsidiary. Both Penn Water and Baltimore Co., in such contract, as- 
sured Safe Harbor “of a combined annual payment which yield[ed] a specified 
return above operating expenses.” ° 

Article IV of the two-party agreement required Penn Water to obtain the 
approval of Consolidated before entering into any agreement with any other 
person for the sale or purchase of electric power and energy. Article V of such 
agreement required Penn Water to obtain the approval of Consolidated “before 
incurring any single commitment for investment * * * in excess of $50,000.00” 
on the basis of which Consolidated should make payment of a return. 

Article VIII of such agreement declared that it was the intent of the parties 
to encourage the maximum cooperative utilization of the resources of the 
parties, 


to the end that the joint use of their property and equipment shall give the 
greatest practical benefit to the public, and that all duplication of invest- 
ment, and all unnecessary operating and maintenance costs, shall be avoided 
except such as would contribute toward the maintenance and improvement 
of the high standard of service rendered. 


The article provided that the parties should cooperate to the fullest extent in 
the selection of the most suitable equipment and in the coordination of their 
investment programs; and that for such purpose each party should appoint one 
representative to serve on an operating committee to investigate and advise on 
operating matters; and that, in case of their inability to agree, the questions in 
dispute were to be submitted to the presidents of their respective companies. 

Partial diversion of Consolidated’s Safe Harbor entitlement.—Under the estab- 
lished method of operation of the integrated system pursuant to the foregoing 
contracts, a substantial portion of Consolidated’s entitlement to two-thirds of 
the Safe Harbor output was not physically delivered to Baltimore, but was sold 
by Penn Water to the Pennsylvania wholesale customers in interchange trans- 
actions. Pursuant to contractual provisions above referred to, and later, pur- 
suant to Prescribed Rate Schedule A, it has been the practice of Penn Water, 
in its billing to Consolidated, to credit Consolidated with the revenues from 
these sales. 

Variations in supply of capacity and energy to Consolidated; variations in 
supply of capacity and energy by Consolidated for use in Pennsylvania.—In per- 
forming the services, residual in nature, which Penn Water rendered to Con- 


#193 F. 2d, at p. 233. 
5 193 F. 2d, at p. 288. 
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solidated under the two-party agreement, Penn Water supplied Consolidated 
with no fixed or set amount of capacity and energy. Throughout the period 
from 1932 to 1949, there were wide variations from year to year in the amounts 
supplied. The variations were occasioned by power-tool operations to the end 
of achieving maximum utilization of the integrated system resources, economy 
of operation and reliability of service, irrespective of location or ownership of 
facilities. The pool operations to accomplish these purposes were dependent on 
the river flow, load changes, load growth and various other factors. 

Likewise, there were wide variations from year to year in the supply of 
capacity and energy by Consolidated to Penn Water for use in Pennsylvania. 
This finding applies both to the back-feed from Baltimore and to the portion of 
Consolidated’s Safe Harbor entitlement which went to Pennsylvania. The rea- 
sons for the variations were generally the same. In the instance of the back- 
feed from Baltimore, however, additional steam installation in Area 6 was an 
important factor, and the river flow was not a substantial influence. 

F. P. C. prescribed rate schedule A—Rate Schedule A, prescribed by the Com- 
mission order of October 27, 1949, fixes the amount Consolidated is to pay Penn 
Water “for power and energy service as heretofore rendered pursuant to 
Pennsylvania Water & Power Co. rate schedule F. P. C. No. 1, as supplemented,” 
and “for transmission service as heretofore rendered * * * pursuant to Pennsyl- 
vania Water & Power Co. rate schedule No. 8.” 

Rate Schedule A provides that Consolidated shall pay Penn Water the net 
sum of certain gross annual charges and credits. The charges consist of a re- 
turn and expenses. The return is computed on the net investment rate base of 
Penn Water and Susquehanna Co., determined as of December 31, 1948, and as 
of each June 30 and December 31 thereafter for the succeeding six months’ 
period. The rate-base determination is made by adding to the actual legitimate 
cost on December 31, 1946, as found by the Commission in its opinion in the 
rate proceeding, the cost of “additions of used and useful electric plant to the 
respective dates indicated,” less retirements, and by deducting accrued depreci- 
ation and adding an allowance for working capital; “provided, however, that in 
the case of a substantial addition to property which is put in service between 
the dates for determination of the rate base, Penn Water may petition the Com- 
mission to include the cost thereof in the rate base from the date of commercial 
operation.” 

The rate schedule provides a formula for the computation of the expenses. 
The expenses are to include an allowance for “the cost of electric power and 
energy purchased from * * * sellers with whom Penn Water may now have con- 
tracts, or may hereafter contract for such purchase.” 

The schedule then specifies the “gross annual credits.” The credits consist 
principally of (1) Penn Water's electric revenues other than those derived from 
the nonjurisdictional sale to the Pennsylvania Railroad and those derived under 
such rate schedule, and (2) the cost of service to the railroad in Pennsylvania. 

The schedule concludes by reciting that the provisions thereof supersede only 
the rates theretofore charged Consolidated, and that “all other provisions of the 
aforementioned contracts, in and of themselves lawful,” relative to or affecting 
the services to be furnished, “incorporated herein by reference, shall be ob- 
served and be in force.” 

Contracts held to be invalid —aAt the time Rate Schedule A was prescribed, 
in October 1949, the two-party agreement between Consolidated and Penn Water 
was under attack in the courts as being in violation of the federal antitrust 
laws and corporation laws of Pennsylvania. Thereafter, on September 30, 1950, 
the United States Court of Appeals, Fourth Circuit, held that Articles IV and 
V of the contract were illegal and that the entire contract was unenforceable. 
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Pennsylvania W. & P. Co. v. Consolidated G. HE. L. & P. Co., 184 F. 2d 552, certi- 
orari denied 340 U.S. 906. As reason for its holding, the Court of Appeals 
said, at pages 557-58 of its opinion, that the contract “expressly forbids plant 
expansion or development by Penn Water without Consolidated’s consent; and 
also forbids the sale of electric energy by Penn Water without Consolidated’s 
approval, and accordingly empowers Consolidated to fix Penn Water’s prices.” 

In a later decision, rendered on January 3, 1952, the same court held that cer- 
tain provisions of the three-party contract were also illegal. Consolidated G., 
E.L. & P. Co. v. Pennsylwania W. &€ P. Co., 194 F. 2d 89, certiorari denied 343 
U.S. 963. 

Thereafter, in Pennsylvania W. & P. Co. v. Federal Power Commission, 343 
U.S. 414, the United States Supreme Court affirmed a decision of the Court of 
Appeals, District of Columbia Circuit, which approved the Commission’s action 
in ordering the rate reduction and the continuance of Penn Water’s coordinated 
operations with Consolidated. The Supreme Court held that the Commission’s 
orders rested upon the agency’s statutory power and were not dependent upon 
the legality of the Penn Water-Consolidated contract. 

Facilities in question.—The program to build the new coal recovery plant and 
steam generating unit was adopted by Penn Water in 1951. Penn Water com- 
menced and proceeded with the construction of the additions without Consoli- 
dated’s approval. 

The new coal recovery plant, located near Safe Harbor, went into commercial 
operation on March 9, 1954. Its cost was approximately $5,400,000. The plant 
will supply all of the fuel requirements of the Holtwood steam-electric gener- 
ating station, consisting of two presently installed units and the new unit in 
question, referred to as Unit No. 17. The coal recovery plant is designed to 
produce annually 570,000 tons of river coal. The coal is obtained from deposits 
of anthracite-laden river silt which, carried from upriver coal fields, has settled 
in the relatively quiet pond behind the dam at Safe Harbor. 

The new steam-electric generating unit is described by Penn Water as an 
extension to its steam-electric generating station. At the time of the hearing, 
it was nearly completed and, by the testimony, was to have been ready for com- 
mercial operation about May 15, 1954. The estimated cost of the unit is ap- 
proximately $14,600,000. The gross output is expected to be 74,000 kw, and the 
net sendout capacity, about 66,000 kw. The estimated net annual generation is 
542,000,000 kwh. 

The new coal recovery plant and Unit No. 17 are of magnitude when com- 
pared with Penn Water’s old coal plant and steam plant, and with its rate base. 
The old coal plant produced 200,000 tons of coal per year. While the cost of the 
old plant is not shown, it will be retired in 1954 at only $669,000. The capacity 
of the old steam-electric plant is only about 28,000 kw. Penn Water’s net invest- 
ment rate base for 1946 (including the plant of Susquehanna Co.), as estab- 
lished by the Commission, was $24,774,712. Thus, the amount of $21,000,000, 
representing the total cost of the new facilities, equals 84.8% of the 1946 rate 
base. 

DISCUSSION 


Service “as heretofore rendered”.—-In opposing the granting of the petition, 
Consolidated contends that the new coal recovery plant and new steam gener- 
ating unit will effect changes in the power and energy service which Penn 
Water has been rendering to Consolidated under Prescribed Rate Schedule A; 
and hence that their cost should not be included in the rate base, either from 
the date of commercial operation or at all. It has been seen that the service 
to be rendered by Penn Water under Rate Schedule A is described in such 
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schedule as being “power and energy service as heretofore rendered pursuant 
to Pennsylvania Water & Power Co. rate schedule F. P. C. No. 1, as supple- 
mented, and for transmission service as heretofore rendered by Penn Water and 
[Susquehanna Co.] pursuant to * * * Pennsylvania Water & Power Co. F. P. ©. 
rate schedule No. 8.” 

The Examiner is satisfied, and finds, that the new facilities will not effect a 
change in the power and energy service which Penn Water has heretofore 
rendered to Consolidated. The new coal recovery plant and Unit No. 17 do not 
alter the character of the service which Penn Water has been supplying to Con- 
solidated. They merely increase the amount of services available from Holt- 
wood to the entire integrated pool. We have seen that the services of Penn 
Water to Consolidated are residual in nature, Consolidated receiving all of the 
services available from Penn Water after Penn Water’s sales to its Pennsylvania 
customers. The evidence shows that Consolidated will continue, as heretofore, 
to receive all of the residual services from Penn Water’s facilities. Further, 
the evidence shows that Consolidated will continue to receive credit for all the 
revenues which Penn Water derives from the wholesale customers in Pennsyl- 
vania. 

There is nothing about the addition of capacity and energy to Penn Water’s 
system which will change the nature of the services which that company ren- 
dered to Consolidated pursuant to Penn Water’s rate schedule F. P. C. No. 1. 
We have seen that the amounts of capacity and energy which Penn Water sup- 
plied Consolidated under that rate schedule were not fixed amounts, and that 
they varied greatly over the years. Nor, as has also been seen, did such rate 
schedule limit Penn Water’s production of capacity and energy to any particular 
generating plants or limit the number or size of the generating units. 

Rate Schedule A itself contemplates increases in the capacity of the system 
and in the supply of energy. Rate Schedule A provides for the allowance as 
part of the rate base of “the cost of additions of used and useful electric 
plant.” The term “additions,” unqualified except as stated, necessarily includes 
additions which increase the capacity of Penn Water’s system. Furthermore, it 
has been seen that Rate Schedule A allows for the cost of electric power and 
energy which Penn Water “may hereafter” contract to purchase from its Penn- 
sylvania customers. It is thus apparent that the Commission, in prescribing 
Rate Schedule A, contemplated that additions would be installed on Penn 
Water’s system increasing the capacity and that Penn Water would make pur- 
chases of additional capacity and energy, in order to meet the normal and ex- 
pected growth of load in the integrated power pool. Plainly, the Commission so 
framed Rate Schedule A as to provide for these contingencies. Its action in so 
doing demonstrates that the Commission did not consider that the making of 
such additions and purchases would mean a change in the “power and energy 
service as heretofore rendered” to Consolidated under the prior rate schedule. 

Consolidated says that the generation of the new steam-electric unit will 
terminate Penn Water’s dependence on Consolidated for capacity to meet Penn 
Water’s firm commitments in Pennsylvania ; that firm back-feed from Baltimore 
will be completely eliminated; and that there will be practically no back-feed 
of any kind from Baltimore. It is said that this situation puts an end to “the 
close integration of Penn Water’s hydro with Consolidated’s steam,” and consti- 
tutes a change in Penn Water’s “service as [t]heretofore rendered.” The evi- 
dence, however, establishes that so long as operations continue under the rate 
schedules now in effect, Penn Water will need and will use capacity and firm 
energy from Consolidated for its Pennsylvania customers, particularly during 
periods of low flow and at times of outages of equipment. The record shows 
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that while, due to Unit No. 17, the amount of capacity and energy which Consoli- 
dated will furnish will be considerably less than in recent years, nevertheless 
Consolidated will supply a sizable amount of power and energy. Mr. Penn, 
vice president of Consolidated, estimated that for the eight months of 1954 
when Unit No. 17 will be in operation, Consolidated will supply 12,284 kw of 
eapacity and 17,000,000 kwh of energy to support Penn Water’s firm commit- 
ments in Pennsylvania. Respecting back-feed from Baltimore, he testified on 
cross-examination that under certain specified conditions of operation expected 
to be encountered in certain hours during the year, about 30,000 kw would be 
needed from Baltimore for the Pennsylvania loads. Mr. Loane, vice president 
of Penn Water and an engineer, testified that there will be a continuing need for 
firm back-feed from Baltimore under the present rate schedules. Mr. Loane 
made an estimate of the energy supply from Baltimore with Unit No. 17 in 
operation. Assuming the unit to have been in operation for the 12 months of 
1954, and making adjustments for a substantial reduction of the back-feed in 
1954 as compared with 1953 due to conditions other than the installation of 
Unit No. 17, he came out with an estimated total metered back-feed for 1954 
from Baltimore of 125,000,000 kwh. Without passing on the relative merit of 
the two witnesses’ figures, it is clear that Consolidated will, with Unit No. 17 
in operation, continue to supply Penn Water with a substantial amount of 
capacity and energy back-feed to support Penn Water’s firm commitments. 

It has been seen that the services rendered by Penn Water prior to 1949 were 
not based on a prescribed amount of energy flowing from Safe Harbor to Penn- 
sylvania, or from Baltimore to Pennsylvania, but on considerations of system 
needs, economies and maximum utilization of the integrated system resources. 
The record justifies the conclusion that the same considerations will continue 
to govern in the future. 

The Examiner finds that there will be no change in the character of the serv- 
ice rendered by Penn Water respecting the capacity and energy supply by Con- 
solidated, by reason of Unit No. 17 being in operation. 

Consolidated makes the further point that the reduction in the Baltimore 
supply of power and energy for the Pennsylvania loads will leave it with excess 
steam generating capacity and a consequent economic burden. The testimony 
of its witness in support of this position is merely that he “would expect that 
some of our equipment will be idle from time to time as a result of Unit 17 
coming in and taking on a base load function.” The same witness also testified 
that the capacity would be “released for other uses if there are other uses”; 
that in the normal course of utility operations, it is not possible to plan capacity 
additions in relation to load so as always to attain the best reserve ratio ordi- 
narily achieved ; that “generally when a unit goes in, it creates excess capacity” ; 
“for some time there is excess capacity; * * * you have to sort of average the 
thing out.” By other testimony, the excess capacity will continue until in 
1955, when Consolidated’s load will have grown to absorb it. There is nothing 
in this evidence to justify a finding that operation of Unit No. 17 will result in 
a change in service by Penn Water. The Examiner finds that the diminution 
in the amount of energy consumed in Pennsylvania from Baltimore steam gen- 
eration will not effect a change in the power and energy services of Penn Water 
as heretofore rendered. 

Consolidated next observes that the new power and energy of Penn Water 
will displace power and energy which has heretofore been delivered to Pennsyl- 
vania from Baltimore and from Consolidated’s share of Safe Harbor’s output; 
and says that the effect will be to change the direction of flow in a very sub- 
stantial degree. The evidence shows that, in the power-pool operations, consid- 
erations of economy, protection of service, and maximum utilization of resources 
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will, as heretofore, govern the choice of sources of generation and the direc- 
tional flows of energy. The Examiner finds that no change in the services 
rendered will be effected by the changes which will take place in the direction 
of flow as a result of Unit No. 17 becoming operative. 

Consolidated points to the magnitude of cost of the new facilities, and suggests 
that installations of such cost are without the scope of Rate Schedule A. The 
Examiner does not agree. Rate Schedule A places no limitation on the cost of 
additions of electric plant to be allowed as part of the rate base. The schedule 
contemplates that “substantial” additions will be put in service, and provides 
for including the cost of such facilities in the rate base. 

The evidence further establishes, and the Examiner finds, that the new facili- 
ties will effect no change in the transmission service “as heretofore rendered” 
by Penn Water and its subsidiary. Penn Water and its subsidiary will continue 
to transmit power and energy to Consolidated, consisting of power and energy 
generated at Holtwood and Safe Harbor and energy obtained in interchange. 
Also, the facilities of Penn Water and its subsidiary will continue to be avail- 
able for the transmission of power and energy from Baltimore to Safe Harbor 
and Holtwood, and thence to other points. 

Used and useful electric plant.—It has been seen that the new coal recovery 
plant will supply the fuel requirements of both the old steam units at Holtwood 
and the new, larger steam generating unit No. 17. The evidence shows that from 
March 9, 1954 to the time of the hearing, the coal recovery plant had been in 
full operation, and that it would continue in full operation during the interval 
before commencement of commercial operation of the new steam unit. The fuel 
dredged and processed is, in part, for the existing steam plants. During the 
period before commercial operation of the new steam unit, the remainder of the 
coal processed has been, and will continue to be, stockpiled in order to build up 
a reasonably adequate supply. The Examiner finds that the coal recovery plant 
was, and will be, used and useful electric plant during the initial period from 
March 9, 1954 to the date of commencement of commercial operation of the new 
steam unit; and that it was, and will continue to be, used and useful electric 
plant thereafter. 

It is established by a preponderance of the evidence that the additional gener- 
ating capacity made available by the new steam unit will not be of substantial 
advantage to Consolidated in 1954 for the reason that there is sufficient other 
capacity to meet the Area 6 loads plus firm sales to Area 5. The Examiner 
arrives at this conclusion on the strength of the testimony of Consolidated’s 
operating vice president, Mr. Penniman, based on load estimates made by Con- 
solidated in September 1953 and March 1954. 

The new steam unit, however, is “useful electric plant” in 1954. The record 
shows without dispute that in order to enable Unit No. 17 to be completed in 
1954, it was necessary for Penn Water to get the construction order on the 
manufacturer’s schedules in 1951. The evidence establishes that in 1951, when 
construction of the new coal recovery plant and new steam unit was planned, 
Penn Water reasonably expected that the additional capacity in Area 6 which 
would be made available by the new facilities would be needed in 1954 to carry 
the loads; and that the 1951 decision to construct the facilities was in accord 
with sound business and engineering practices. Construction of the steam unit 
was authorized by the Defense Electric Power Administration. Indeed, by 
estimates of system loads and capabilities made by Consolidated itself in Feb- 
ruary 1951 and February 1952, an additional unit of the capacity of Unit No. 
17 was needed in Area 6 in 1954. On the basis of the 1951 estimate, it appears 
that without an additional unit of the capacity of Unit No. 17 in operation after 
May 1954, Consolidated would have had a ¢eficiency in its normal operating 
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reserve in each of the remaining months of the year. Consolidated’s normal 
operating reserve is 172,000 kw. In July 1954 the deficiency in the reserve 
would have amounted to 75,000 kw, or to more than the estimated net capacity 
of Unit No. 17. By Consolidated’s February 1952 study, there was fully as much 
reason to anticipate necessity for the additional capacity in 1954. Without Unit 
No. 17’s availability in June 1954, the system’s reserves, according to that study, 
would have been insufficient in each succeeding month of the year; and in 
November 1954, would have been deficient by 76,000 kw. 

The record shows that in September 1953 a falling-off of the loads was ap- 
parent, and in Consolidated’s estimate of that month, the prospective 1954 
load was reduced. But by that time, construction of Unit No. 17 had definitely 
progressed to a point where deferment of completion of the unit was not war- 
ranted. As of October 1, 1953, Penn Water had spent over $6,000,000 on the 
project. And the company was committed to pay additional amounts for equip- 
ment, which, added to the $6,000,000, represented 85% of the entire cost of the 
development. Added expense related to suspension of construction, economies 
resulting from the operation of the new low-cost generating unit, and advan- 
tages of added reliability of service and flexibility in planning maintenance 
work were such that completion of the unit as scheduled was justified regard- 
less of the need for capacity in 1954. 

The evidence shows that the steam plant’s entire output of energy would be 
utilized from and after the time, about May 15, 1954, when the plant was to be 
put in service. 

Furthermore, the record shows without dispute that the additional capacity 
represented by Unit No. 17 will be needed in Area 6 early in 1955. 

The Examiner concludes that under the foregoing circumstances the new 
steam generating unit is properly to be regarded as used and useful property 
from and after the date of commencement of its commercial operation. Cf. Re 
Brooklyn Borough Gas Co. (N.Y. Pub. Serv. Comm.), 21 P.U.R. (N.S.) 353, 
898-99; City of Conrad v. Northwest States Utilities Co. (Mont. Pub. Serv. 
Comm.), 5 P.U.R. (N.S.) 61, 64. 

It is true that Mr. Penniman made an assertion on cross-examination that 
construction of Unit No. 17 should have been deferred in October 1952. But 
so far as appears from the record, the witness’ statement was not justified. The 
statement was predicated on an estimate of Area 6 1954 loads prepared by 
Consolidated as of October 1, 1952 and submitted to this Commission on FPC 
Form 14. Comparison of the October 1952 Form 14 estimate with the earlier 
estimates reveals that it was even higher than Consolidated’s estimates of such 
load made in February 1951 and February 1952. And the same witness testified 
that on the basis of the 1951 estimate, Penn Water was warranted in ordering 
the new unit—“I probably would have done the same thing myself.” The Octo- 
ber 1952 estimates were also higher than those of February 1952, upon which 
Consolidated made plans for the installation of a new steam unit of its own. 
Consolidated afterwards deferred construction of its new unit, but not until the 
fall of 1953. Penn Water’s vice president, Mr. Loane, testified that on the basis 
of the Form 14 report of October 1952, it was his belief that construction of 
Unit No. 17 should not have been deferred, had such action been possible. By 
the preponderance of the evidence, there was no reason or justification in Octo- 
ber 1952 for deferring construction of Unit No. 17. Also, the record is barren 
of evidence that it would have been financially practicable at that time to have 
deferred construction. 

As to the new coal recovery plant in Safe Harbor pond, obviously, completion 
of that plant as scheduled was warranted since completion of Unit No. 17 in 
1954 was warranted. But even if completion of Unit No. 17 had been deferred, 
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it would have been necessary to put the new coal recovery plant into commercial 
operation in 1954 in order to supply the old steam units. It has been noted that 
the old coal recovery plant at the Holtwood pond has been abandoned; appar- 
ently, the deposits of coal in that pond had been exhausted. 

Consolidated raises some question over the fact that whereas the steam unit 
was to be put in service about May 15, 1954, the peak load would not occur be- 
fore summer time. The record discloses that July marks the commencement of 
the peak-load period. Originally, Penn Water planned to complete the unit in 
June 1954, but through favorable circumstances it appears that the company 
would be enabled to finish the unit a little ahead of this time. It would appear 
unreasonable to expect Penn Water to have had a construction schedule for 
this major addition which made no allowance for unforeseen delays, or to 
penalize it for finishing the job somewhat ahead of schedule. 

Consolidated’s claim that it has no “open-ended obligation to underwrite Penn 
Water”’.—We have seen that the United States Court of Appeals declared Ar- 
ticles IV and V of the two-party contract to be invalid, which conferred upon 
Consolidated the power to control the extent to which Penn Water might expand 
its plant. Consolidated argues that the effect of the construction of Rate 
Schedule A contended for by Penn Water and the Staff is that Consolidated 
would have an “open-ended, unlimited and uncontrolled obligation to Penn 
Water”; and that the Commission, in prescribing the schedule, did not intend 
such result. The Staff counters by noting that the Commission in Rate Schedule 
A specified that all provisions of the contract other than those relating to 
rates, “in and of themselves lawful,” were incorporated in the schedule by 
reference and should be in force. The Staff contends that the Commission thus 
incorporated Article VIII of the contract into Rate Schedule A; and that the 
Commission thereby directed and prescribed that the standards and criteria for 
the installation of facilities embcdied in Article VIII were to be followed; 
namely, the standards that the facilities not be a duplication of investment; that 
they be of public benefit; and that they be economical and efficient in operation. 
The Examiner agrees that the provisions of Article VIII which set out such 
standards and criteria are incorporated in Rate Schedule A. 

The Examiner finds that in the installation of the facilities in question, these 
standards and criteria have been met. The evidence shows that the generating 
capacity represented by Unit No. 17 constitutes a needed addition to the Area 6 
system generating resources; that the steam unit and the coal recovery plant 
were prudent investments; that they will contribute toward the maintenance of 
a high standard of service; and that they were planned with due regard for 
economy in the cost of installation and operation. 

Consolidated itself relies upon the other provisions of Article VIII; to-wit, 
those which require cooperative planning of plant expansion. Consolidated cor- 
rectly says that Penn Water did not comply with these provisions. But, in the 
Examiner’s opinion, these provisions are not lawful, and hence are not in- 
corporated in Rate Schedule A. As Penn Water points out, the duties of the 
operating committee called for by such provisions “included recommendations 
as to combined system installations and plant expansion. The joint recom- 
mendations (as well as differences of opinion) of the operating committee were 
then to be submitted to the presidents of the two companies and, in the event 
that the presidents were unable to agree, no action upon any recommended 
installation could be taken by Penn Water because Article V would permit Con- 
solidated to have a veto power over Penn Water’s plant expansion.” It would 
thus appear that these provisions of Article VIII are as vulnerable under the 
antitrust laws as Article V. 
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Even though Article VIII be considered to be unlawful in toto, with the result 
that no part of it was made a part of Rate Schedule A, the Examiner is of the 
opinion that Rate Schedule A is properly to be so construed as to permit the 
inclusion in the rate base of the cost of the additions in question. The alter- 
native would be so to construe the rate schedule as to make control by Con- 
solidated over the additions and investment program of Penn Water a pre- 
requisite to the allowance of the cost of additions in the rate base. That con- 
struction is untenable, inasmuch as such control is illegal. 

Consolidated further contends that to subject it “to the unlimited unilateral 
demands of Penn Water” would deprive it of property without due process of 
law, in violation of the Fifth Amendment to the Constitution of the United 
States. In considering the question of the constitutionality of the order, the 
Commission, as a court, “will not go into imaginary cases,” but will confine 
itself to the facts before it (Cf. Hatch v. Reardon, 204 U.S. 152, 160). Further- 
more, an order of an administrative agency may not be objected to on the ground 
of due process unless the party has sustained or is in immediate danger of sus- 
taining some direct injury as the result of the order. (Commonwealth & South- 
ern Corp. v. Securities and Exchange Commission (C.A.3), 134 F. 2d 747, 753; 
Natural Gas Pipeline Co. of America v. Federal Power Commission (C.A. 7), 120 
F. 2d 625, 631). In the instant proceeding, Consolidated has not established 
that it will sustain injury as a result of the inclusion of the cost of the addi- 
tions in question in the rate base. It is true that Consolidated introduced evi- 
dence, uncertain in nature, that operations under the new facilities will result 
in a loss to it in 1954 of $524,000. This estimate was premised upon the propo- 
sition that Consolidated will have no need for additional generating capacity 
in 1954, in view of the falling off of the loads below what it had estimated in 
February 1951 and February 1952. But we have seen that Consolidated itself 
then believed that additional capacity in Area 6 equivalent to that represented 
by Unit No. 17 would be necessary in 1954. The evidence establishes that if 
Unit No. 17 had not been constructed, Consolidated would itself have enlarged 
its own capacity, and that it refrained from doing so because of its knowledge 
that Penn Water’s unit would be available in 1954 to meet the predicated sys- 
tem loads. It is therefore apparent that Consolidated will not be injured by 
the allowance in the rate base of the cost of the facilities, and that the company 
is not in a position to raise the question of the constitutionality of the order. 


ULTIMATE FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) Installation and operation of Penn Water’s new coal dredging and proc- 
essing plant and new 74,000 kw extension to its Holtwood steam-electric gener- 
ating station do not and will not alter the character of the service of Penn 
Water as rendered to Consolidated prior to October 27, 1949; and do not and 
will not constitute a change of service contemplated by Rate Schedule A. 

(2) Such coal recovery plant and steam generating unit are additions of used 
and useful electric plant. 

(3) Such coal recovery plant and steam generating unit are substantial addi- 
tions to Penn Water’s property. 

(4) The cost of each of such additions is, under Prescribed Rate Schedule 
A, to be included in the rate base of Penn Water and Susquehanna Co. provided 
for in such schedule. 

(5) It is reasonable and proper that the cost of each of such additions should 


be included in the rate base from the respective dates of commencement of com- 
mercial operation thereof. 
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ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) Petitioner, Penn Water, be and the same is hereby permitted to include 
the cost of the plant addition for the new coal dredging and processing plant in 
the rate base from March 9, 1954, for the purpose of computing the payments 
to be made Penn Water under Pennsylvania Water & Power Company Pre- 
scribed Rate Schedule A. 

(B) If commercial operation of the new 74,000 kw extension to its Holtwood 
steam-electric generating station has commenced, Penn Water shall forthwith 
report to the Commission the date of commencement of commercial operation, 
in writing and under oath; and, if commercial operation thereof has not yet 
commenced, Penn Water, forthwith after commencement of such operation, shall 
report to the Commission in writing and under oath, the date of commencement 
of commercial operation thereof. Penn Water shall, at the same time, serve a 
copy of such notification upon Consolidated. 

(C) Petitioner, Penn Water, be and the same is hereby permitted to include 
the cost of the plant addition for such new steam-electric generating unit in the 
rate base from the date of commencement of commercial operation of such 
unit, for the purpose of computing the payments to be made Penn Water under 
Pennsylvania Water & Power Company Prescribed Rate Schedule A. 

HOWELL PURDUE, 
Presiding Examiner. 


Order modifying and affirming as modified 
initial decision of presiding examiner 


July 6, 1954 


On May 18, 1954, the Presiding Examiner certified and filed with the Secre- 
tary of the Commission the record herein and on May 28, 1954, issued his Initial 
Decision, which was served upon all parties to this proceeding. 

By his Decision and accompanying order the Presiding Examiner, subject to 
review by the Commission on appeal, granted the petition of Pennsylvania Water 
& Power Company (Penn Water) for an order permitting it to include in its net 
investment rate base the cost of certain additions to its electric plant as of the 
respective dates of commercial operation of such additions for the purpose of 
computing the payments to be made to it by Consolidated Gas Electric Light 
and Power Company of Baltimore (Consolidated) pursuant to Penn Water’s 
Prescribed Rate Schedule A. 

Thereafter, on June 17, 1954, Consolidated and Commission Staff Counsel filed 
exceptions to the Presiding Examiner’s Initial Decision, pursuant to the pro- 
visions of Section 1.31 of the Commission’s Rules of Practice and Procedure 
(18 CFR 1.31). No formal exceptions were submitted by Penn Water. 

Consolidated also moved the Commission to grant it an opportunity to present 
oral argument concerning the matters and issues which are the subject matter 
of its appeal. Penn Water, by its Answer to Consolidated’s motion filed on 
June 24, 1954, opposed the granting of oral argument. Inasmuch as the various 
issues of fact and of law involved in this proceeding were exhaustively treated 
by the parties in their briefs and in the exceptions to the Initial Decision we 


are unable to conclude that any useful purpose would be served by the presen- 
tation of oral argument. 
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The Commission orders: 

(A) The Initial Decision of the Presiding Examiner issued May 28, 1954, as 
modified and supplemented herein, is affirmed and adopted and shall become 
effective as the decision of the Commission as of the date of issuance of this 
order. 

(B) The motion of Consolidated for an opportunity to present oral argument 
before the Commission be and hereby is denied. 

(C) Exceptions filed with respect to the Presiding Examiner’s Decision which 
are inconsistent with our action herein be and the same hereby are denied. 

(D) The said Initial Decision be and it is hereby modified and supplemented 
in the following respects: 

(i) The last sentence of the paragraph on page 610 of the initial Decision shall 
read as follows: 

Penn Water, jointly with Consolidated and Safe Harbor, sells electric energy 
to one company, the Pennsylvania Railroad, for its own consumption. 

(ii) The second full paragraph on page 611 of the Initial Decision shall read 
as follows: 

The Baltimore-generated energy which Consolidated furnishes to Penn Water 
to supplement the supply required by the Pennsylvania customers is sometimes 
referred to as Consolidated’s ‘back-feed’ service. However, that term was also 
used, especially by Consolidated’s witnesses, to designate not only the Baltimore- 
generated energy furnished by Consolidated to Penn Water to support the firm 
loads of the Pennsylvania customers, but also that portion of Consolidated’s 
two-thirds’ entitlement to the output of Safe Harbor which is diverted to Penn 
Water to support its firm commitments in Pennsylvania. 

(iii) The references to the exhaustion of the coal deposits in the Holtwood 
pond and the abandonment of the plant at that site beginning at line 25 on page 
611 and at line 2 on page 619 of the Initial Decision shall be deleted. 

(iv) The first two sentences of the last paragraph on page 611 of the Initial 
Decision shall read as follows: 

The two-party agreement provided that Consolidated was “entitled at all 
times to all the electric capacity and energy from time to time available to [Penn 
Water] at its Holtwood hydroelectric and steam-electric generating plants and 
from the Safe Harbor Development under the said agreement with Safe Harbor, 
and not otherwise disposed of in the performance of now existing contracts” or 
new contracts approved by Consolidated. The agreement did not limit Penn 
Water’s production of energy to any particular generating plants or limit the 
number or size of the generating units, but its terms did require Penn Water to 
obtain the approval of Consolidated before expanding its sales and services, or 
making any investment in new plant facilities in excess of $50,000, and further, 
required conformance with the power pooling objectives of Article VIII thereof. 

(v) The first sentence of the fourth full paragraph on page 612 of the Initial 
Decision shall read as follows: 

Under the established method of operation of the integrated system pursuant 
to the foregoing contracts, a substantial portion of Consolidated’s entitlement 
to two-thirds of the Safe Harbor output was not physically delivered to Balti- 
more, but was sold by Penn Water to the Pennsylvania wholesale customers in 
interchange transactions, or used by Penn Water to aid it in meeting firm com- 
mitments in Pennsylvania. 

(vi) The following clause shall be deleted from the last sentence of the first 
full paragraph on page 613 of the Decision. 


, and the river flow was not a substantial influence. 
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(vii) The second sentence of the fourth paragraph on page 614 of the Initial 
Decision shall read as follows: 

Its cost was approximately $6,400,000. 

(viii) The third sentence of the second full paragraph on page 615 of the 
Initial Decision shall read as follows: 

Nor, as has also been seen, did such rate schedule limit Penn Water’s produc- 
tion of energy to any particular generating plants or limit the number or size 
of the generating units, except to the extent previously indicated. 

(ix) The sentence beginning at line 30 on page 615 of the Initial Decision shall 
be deleted. 

(x) The last two sentences of the first full paragraph on page 617 of the 
Initial Decision shall read as follows: 

While Rate Schedule A, by reference to the terms of the contract, limited 
plant expansion to that meeting the standards of the power pool, the schedule 
contemplates that such additions may be substantial, and provides for inclusion 
of their cost in the rate base. 

(xi) The following paragraph shall be substituted for the fourth full para- 
graph on page 617 of the Initial Decision: 

The weight of the evidence shows that in the month of August 1954 at least 
27,000 kw of Unit 17’s capacity will be needed to meet the system loads and to 
provide the minimum system reserve requirements, and that this portion of the 
new capacity will be of value to the Area 6 system in that month and for the 
remainder of the year. 

(xii) The first sentence of the fifth paragraph on page 617 of the Initial 
Decision shall read as follows: 

However, wholly apart from the value of the new steam unit to the pool 
during 1954, it is “useful electric plant.” 

(xiii) The existing paragraphs (4) and (5) of the Ultimate Findings and 
Conclusions appearing on page 620 of the Initial Decision shall be re-designated 
as paragraphs (5) and (6), respectively, and the following new paragraph (4) 
shall be added thereto: 

(4) Such coal recovery plant and steam generating unit satisfy the standards 


of economy, efficiency and coordination of expansion prescribed by Rate Schedule 
A. 


IN THE MATTERS OF 


TENNESSEE GAS TRANSMISSION COMPANY, NORTHEASTERN GAS 
TRANSMISSION COMPANY 


Upon an Application for a Certificate of Public Convenience 
and Necessity and an Application for Permission to Abandon 
Certain Operations 


Docket Nos. G—2352 and G—2353 
June 15, 1954* 
Syllabus 


1. Evidence establishes that identifiable types of economies of operations by 
Tennessee will result from proposed merger, thus reducing Tennessee’s 
cost of service for the benefit of all of its customers. P. 625. 





* Initial decision became the final decision and order of the Commission by order of the 
Commission issued July 16, 1954, infra, p. 631. 
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2. Fears of future undue discriminatory treatment by other customers of 
Tennessee because of merger are neither justifiable nor cognizable within 
the issues of this proceeding. P. 628. 

8. Commission conditions order granting certificate to Tennessee to require 
Tennessee to maintain supplemental accounts. P. 629. 

4. Commission issues certificate under Section 7 of the Natural Gas Act to 
Tennessee, and authorizes Northeastern to abandon such facilities and 
operation in accordance with proposed merger. P. 629. 


Robert E. May and Stanley M. Morley for Tennessee Gas Transmission Co, 
and Northeastern Gas Transmission Co. 

Sherman WS. Foland for the staff of the Federal Power Commission. 

Woopat., Presiding Examiner: Tennessee Gas Transmission Company (Ten- 
nessee) has applied for authority to acquire and operate the pipe-line system 
of Northeastern Gas Transmission Company( Northeastern), which is a wholly- 
owned subsidiary of Tennessee. If such certificate of public convenience and 
necessity be issued, Northeastern must be granted authority to abandon such 
facilities and operation. 

The question is whether Tennessee may be authorized to absorb its corporate 
subsidiary and carry on the natural gas service now certificated to Northeastern. 
If such absorption is authorized Northeastern disappears as a natural-gas 
company and an order under Section 7(b) of the Act must be entered author- 
izing such abandonment of its facilities and operations upon transfer thereof 
to Tennessee. 

These applications were heard in one day, April 12, 1954. Briefs were filed 
by the applicants and various intervenors as prescribed by the undersigned. 
Applicants’ Reply Brief was filed on April 28, 1954. Thereafter, on May 14, 
1954, Consolidated Natural Gas System filed with the Commission a certain 
motion, of which the Commission has jurisdiction under its rules, to which was 
appended sheets referred to as “Reply on behalf of Consolidated Natural Gas 
System”. The motion seeks to reopen this record to incorporate data filed sub- 
sequently by Tennessee in a rate increase proceeding. This motion is before 
the Commission. Applicants filed on May 18, 1954 “Answer to Motion of Con- 
solidated Natural Gas System”. This decision is made on the record of hearing 
in this proceeding before the undersigned as certificated to the Commission on 
May 12, 1954. 

ON TENNESSEE’S APPLICATION 


Upon the record of evidence herein the following findings of fact are made: 

1. Northeastern was organized by Tennessee as a wholly-owned subsidiary 
and was certificated by this Commission to construct, own and operate facilities 
as a natural-gas company to render natural gas service to certain New England 
distributing companies under its certificate of public convenience and necessity. 
Why Tennessee originally elected to create Northeastern or why Tennessee now 
elects to absorb Northeastern and undertake the same natural gas service is 
not pertinent to the issues herein to be determined. The effects of the proposed 
absorption of Northeastern and assumption of the service by Tennessee as now 
authorized for Northeastern rather than through its subsidiary are the criteria 
of decision. 

2. If the merger is authorized Tennessee proposes to file with the Commission 
rate schedules covering the same service now authorized for and rendered by 
Northeastern containing the same terms and conditions now contained in Ten- 
nessee’s tariff for other rate zones and assuming Northeastern’s gas sale obli- 
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gations; but providing for the charging by Tennessee in the New England Zone 
of the same rates now approved for and charged by Northeastern. 

8. Tennessee will acquire through the merger all of the facilities and property 
now owned by Northeastern. The capital stock and notes of Northeastern pay- 
able to Tennessee to secure advances by Tennessee will be cancelled. North- 
eastern’s $18,500,000 principal amount of bonds will be either assumed by Ten- 
nessee; or they will be called and paid and an equal amount of bonds will be 
issued by Tennessee without anticipated costs greater than incurred under 
Northeastern’s bonds. The accounting for the merger will be in conformity with 
the Uniform System of Accounts. Tennessee will qualify to do business in the 
states in which Northeastern now operates and proposes to operate under exist- 
ing authorizations. Tennessee’s contract to sell natural gas to Northeastern 
will be cancelled when Tennessee undertakes to render the authorized service. 

4. The exclusive evidence thereon establishes that identifiable types of econ- 
omies of operations by Tennessee will result from the merger, if authorized, 
thus reducing Tennessee’s cost of service for the benefit of all of its customers. 
These resultant savings are admitted by all parties, although some parties would 
have the Commission ignore them because no exact dollar-and-cents estimate of 
their magnitude was put in evidence. These identified types of reduction of 
the cost of service are shown to result from the following consequences of the 
simplification of the corporate structure by the absorption into Tennessee of its 
wholly-owned subsidiary Northeastern : 

(a) Continued elimination of managerial offices in the New England area. 
It was shown that in contemplation of the merger the separate New England 
offices have been closed; but it was further shown that if the merger was not 
approved the New England offices would be required to be reopened at addi- 
tional operating expense. 

(b) Reduced cost of service by reduced accounting expense; reporting and 
regulatory expense; administrative and general expense; and operating and 
maintenance overhead expense. 

The Commission has effectively disposed of the objection that economies of 
this sort, by reason of an authorized merger, cannot be evaluated by it merely 
because specific estimates of the exact dollar savings were not introduced in 
evidence. In those cases as here the Commission had uncontradicted evidence 
that the resulting economies would be appreciable and identifiable.. This matter 
has been settled by the Commission in prior decisions.’ 

Witness McVey, a Vice-President of Tennessee, testified that savings would 
result from elimination of a general office in New England, eliminating dupli- 
cate reports to regulatory bodies and taxing authorities, eliminating duplicate 
trustees for pension and thrift plans and under bond indentures. From these 
specific types of elimination alone it was shown that considerable reduction of 
the cost of service of Tennessee are reasonably to be contemplated. There is 
no contra evidence of record. 

(c) Tennessee will also have the benefit of Northeastern’s carryover tax-loss 
in Federal Income Taxes. 


On this state of the facts in evidence and the law, it is found that identifiable 
savings have been shown by uncontroverted evidence. These savings will inure 


1 Presiding Examiner Law’s Decision In the Matter of Memphis Natural Gas Company, 
Kentucky Natural Gas Corporation and Texas Gas Transmission Corporation, Docket No. 
G-855, affirmed by the Commission on April 2, 1948, 7 F. P. C. 213, at 220. 

* The Manufacturers Light 4 Heat Co. (G—593), 4 F. P. C. 821, 823; Colorado Interstate 
Gas Company and Canadian River Gas Company (G-—1326), 10 F. P. C. 105. 
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to the benefit of all of Tennessee’s customers. The argument of failure to sus- 
tain the burden of proof is not sustainable. 

5. By leaving in effect the rates (now on file and in force in New England) 
after the merger is authorized and consummated, Tennessee will continue to 
earn on its natural-gas service in the New England zone a return of around 
8%, until other rates in a proper proceeding are allowed by the Commission. 
By applying to the New England zone, as proposed upon the authorization of 
the merger, the terms and conditions of Tennessee’s filed tariff, to be accom- 
plished by proper procedures under the regulations, Tennessee will grant to its 
New England customers certain benefits not now enjoyed under the filed tariff 
of Northeastern. All parties admit these benefits. 

The Staff’s brief lists these favorable features: 

(1) a lower developmental rate, 

(2) a more favorable application of such developmental rate, 

(3) a rate schedule making available a single commodity type rate for 

small customers who purchase gas at a low annual load factor, 

(4) a lower minimum bill, 

(5) a lower unauthorized overrun penalty, 

(6) a provision for reduction of billing demand, and 

(7) a less restrictive availability provision in its interruptible rate schedule. 
These definite benefits, which all of the New England customers naturally favor, 
and which the State regulatory bodies of the five New England States cite as a 
basis of their support of the applications herein, will begin with the consum- 
mation of the merger plan and will continue until allowed to be changed by 
this Commission in a proper procedure before it. While no exact dollar-and- 
cent estimate of these benefits was placed in evidence, Tennessee’s witness testi- 
fied (with no contradictory evidence of record) that the benefits would be sub- 
stantial but testified: “I don’t believe it would quite reach a million. That 
would be quite excessive.” 
These benefits were spelled out on the record as follows: 


1. Tennessee’s Rate Schedule G-6 will provide a 70% load factor develop- 
ment period rate, whereas Northeastern’s Tariff provides for approximately 
a 64% load factor rate. 

2. Tennessee’s Rate Schedule G—6 will provide for the application of the 
development period rate on a monthly basis, whereas Northeastern’s Tariff 
provides for the application of the development period rate on the basis of 
the billings during the previous eleven months. 

38. Tennessee’s Rate Schedule GS-6 will make available a 50% load factor 
commodity-type rate for smaller customers who purchase gas at a low 
annual load factor; this type rate is not now available to Northeastern’s 
customers. 

4. The minimum monthly bill under Tennessee’s General Service Rate 
Schedule (G-6) will be the demand charge, whereas the minimum monthly 
bill under Northeastern’s General Service Rate Schedule consists of the 
demand charge but not less than 10% of the greatest monthly demand 
charge for any prior month during the term of the gas sales contract. 

5. The unauthorized overrun penalty in Tennessee’s Tariff will be $10.00 
compared to $25.00 in Northeastern’s Tariff. 

6. Tennessee will provide for a reduction in a customer’s billing demand 
under certain conditions, resulting in a reduction of the customer’s market 
whereas such a provision is not available in Northeastern’s Tariff.’ 

There is no specific evidence as to the dollars-and-cents measure through esti- 
mates of the resultant benefits to each New England customer from the applica- 
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tion to them of the provisions of Tennessee’s filed Tariff, which now apply to 
all of Tennessee’s other customers. Certain parties argue that the absence of 
such detailed estimates, which would involve predictions of the future loads and 
load factors of each of the New England customers, diminishes and tends to 
destroy the uncontradicted proof of these benefits to the New England cus- 
tomers; whereas counsel for the five New England State Commissions stated 
that if there would be a five-dollar saving to the customers of New England, it 
is urgent. The opposing argument is without validity. It is found that under 
the merger substantial benefits would accrue to the New England customers, and 
that the granting of such benefits to New England customers in no way sub- 
tracts from or diminishes the tariff rights and privileges of Tennessee’s other 
customers. Certain parties also argue (even though there is no evidence on the 
matter) that by logical processes it can be assumed that the same benefits for 
the New England customers could be provided by Northeastern, such as by re- 
vising its existing tariff, and, hence that Tennessee is in fact not providing the 
New England customers any benefits as a result of the merger. The specious- 
ness of this argument is apparent. 


ULTIMATE FINDINGS AND CONCLUSIONS 


Upon the record of evidence herein the following ultimate findings of fact and 
conclusions of law are made: 

1. Applicant Tennessee is a qualified applicant under Section 7 of the Act. 

2. Tennessee is able and willing to perform the proposed service under the 
law and regulations. 

3. The proposed acquisition, operation and natural gas service is required by 
the present and future public convenience and necessity. 

The Commission has heretofore made these ultimate findings and conclusions 
regarding natural gas service for New England by Tennessee (the exclusive 
stockholder) through its wholly-owned subsidiary Northeastern. The require- 
ments of public convenience and necessity of the New England area involved 
have not been shown to have been changed. The ability and willingness of 
Northeastern to serve New England has been heretofore found. The ability of 
Tennessee to serve directly that which it served through Northeastern has been 
shown by uncontroverted evidence. What has been found to have changed as 
established by all the evidence (and the only evidence) is that as a result of the 
authorized merger Tennessee will reasonably and substantially reduce the cost 
of the same service to New England, which will thereby benefit all of Tennessee’s 
customers, and will provide for its New England customers substantial tariff 
benefits without diminishing comparable benefits enjoyed by all of its other cus- 
tomers. 

The public interest clearly is served by authorizing the proposed merger, 
which will reasonably produce such savings, and such positive customer benefits. 

Therefore, an order issuing to Tennessee the certificate applied for will be 
appended. 


THE CRUX OF THE OPPOSITION 


The opposition has been variously expressed but is in essence the fear that 
unless Northeastern is required to be maintained as a separate corporate entity 
by Tennessee, this Commission may permit Tennessee at some future time un- 
justly and discriminatorily to pass on to or unload on Tennessee’s other cus- 
tomers some part of the cost of service of the New England customers. The 
opposing brief of Lake Shore Pipe Line Company states at page 5: 


If Tennessee does not increase the rates charged to those customers, it 
must either remain content or earn less than its present reasonable return 
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on its system or attempt to recoup the revenue deficiency arising from sales 
to the New England customers by increasing rates to its other customers, 
As long as Northeastern operates as a separate corporate entity, it can only 
seek to earn its cost of service from the customers which it serves in New 
England. There is no opportunity for some of the cost of service of the 
New England area to be passed along to Tennessee’s customers. Should 
the Commission see fit to certificate the proposed merger, it would be un- 
just and improper to permit Tennessee to in any way force Tennessee’s 
existing customers to bear a part of the cost of service properly attributable 
to the New England area. 


The brief of United Fuel Gas Company, et al at page 5 states: 


Until further rate filings are made by Tennessee (such as the filing pro- 
posed to be made on May 1, 1954) and are considered by the Commission, 
there will be no record which affords a sufficient basis for arguing or de- 
termining the question of whether the impact of any future proposed rate 
adjustments will be equitable or proper (see page 921 of the order issued 
March 26, 1954, In the Matter of Atlantic Seaboard Corporation, et al., 
Docket Nos. G—1850, et al., 13 F. P. C. 918). Obviously, adequate oppor- 
tunity to be heard on any such issues should be provided at the proper time 
in proper proceedings. 

We earnestly urge that the Commission should not authorize Tennessee 
to acquire the property and facilities of Northeastern unless and until it 
has satisfied itself that such acquisition will in no way, procedurally or 
otherwise, tend to facilitate any attempt that might be made in the future 
to cause Tennessee’s other customers to “carry” or subsidize any part of 
the cost of service to the New England market. 


The Staff’s Brief (p. 6) suggests that “substantial detriment might result 
which would not result if suggested action by Tennessee were taken by North- 
eastern without the merger.” 

This decision holds that fears of future undue discriminatory treatment (on 
the assumption of approval by this Commission) by other customers of Tennes- 
see are neither justifiable nor cognizable within the issues of this proceeding. 
They do not negative nor diminish the evidence of record, which supports Ten- 
nessee’s application, as the exclusive and uncontroverted evidence of record 
upon which this decision rests. 

What Tennessee may do under the law and regulations about its regulated 
rates generally or in the New England zone, although discussed unfruitfully on 
the record has neither relevance nor materiality to the issues herein involved. 
Such future matters are not within the scope of this proceeding. 


UPON NORTHEASTERN’S APPLICATION TO ABANDON 


Northeastern actually seeks authorization to be absorbed and dissolved as a 
corporate entity so that its parent Tennessee may own and operate its proper- 
ties and certificated facilities and continue to render the same certificated 
natural-gas service. Only in a technical form is abandonment under Section 
7(b) of the Act involved. The gas supply remains the same, namely, Tennes- 
see’s gas allocated to New England service. What Northeastern “abandons” 
Tennessee absorbs, assumes and performs. 

The remaining statutory test is whether the present or future public conven- 
ience or necessity permits such abandonment. 

On the evidence of record herein it has been found and concluded that the 
present and future public convenience and necessity not merely permits but 
requires the certification of the proposed merger. As a result of the merger the 
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“abandonment” by Northeastern becomes transformed into the certificated 
natural-gas service by Tennessee of the New England customers involved. 

An appropriate order will be appended authorizing the granting of North- 
eastern’s application. 


PROPOSED CONDITIONING OF CERTIFICATE 


Consolidated Natural Gas System has proposed that any authorization of the 
order be granted: (Brief, p. 13) 

upon the express understanding and condition that on and after the ef- 
fective date of the merger authorized herein, Tennessee will maintain, in 
strict accordance with the Uniform System of Accounts, such summary and 
detail records as part of its primary corporate books of account as to show 
separately, at all times, the direct charges and properties applicable to 
Tennessee’s New England zone (formerly served by Northeastern). For 
this purpose such ledgers and records shall show separately for the New 
England zone: 


(i) All applicable operating expenses, including production, transmission, 
storage, distribution, customers accounting and collecting and sales promo- 
tion expenses. 

(ii) All applicable depreciation, depletion, state and local taxes. 

(iii) All applicable gas plant accounts, including intangible, production, 
transmission, storage, distribution, and general plant. 

(iv) All applicable reserves for depreciation, depletion and amortization. 


Lake Shore Pipe Line Company has urged (Brief, p. 6) that: 
the Commission make perfectly clear to Tennessee, either by condition in 
the certificate or by whatever other method to the Commission may seem 
proper in view of the result to be obtained, that Tennessee cannot use such 
a certificate as a vehicle to “saddle” its present customers with any charges 
which would not exist if Northeastern continued as a separate corporation 
to render the service it is proposing herein to abandon. 


So long as Tennessee sells gas under its tariff to Northeastern as a separate 
corporate entity, the problem of determining the just, reasonable, non-discrim- 
inatory and non-preferential rates involves proper allocation of the cost of 
service up to the point of delivery to Northeastern; but when Northeastern dis- 
appears as a wholesale customer the determination of proper rates involves in 
addition the proper allocation of joint costs between the New England zone 
and other zones of service. To require such supplemental accounting as would 
aid the Commission in the future to determine what equitable allocations should 
be allowed is held to be required by the public convenience and necessity. 

Hence, the order issuing the certificate authorizing the merger will be so 
conditioned. 

ORDER IN DOCKET NO. G—2352 


Wherefore, it is ordered, subject to review by the Commission that: 

(A) A certificate of public convenience and necessity be, and the same hereby 
is, issued to Tennessee Gas Transmission Company authorizing it to acquire 
and operate the facilities now owned by Northeastern Gas Transmission Com- 
pany and to render the natural-gas service heretofore certificated to North- 
eastern Gas Transmission Company, as applied for in Tennessee’s application 
and as described in the record in Docket No. G—2352. 

(B) The following condition be and the same is attached to the certificate 
issued in Paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by Applicant within 30 days from the issue date of the order issuing 
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such certificate: Provided, however, That if an application for rehearing of such 
order is filed in accordance with Section 19 of the Natural Gas Act, such ac- 
ceptance shall be filed within 30 days from the issue date of the order of the 
Commission upon the application for rehearing or within 30 days from the 
date on which such application may be deemed to have been denied when the 
Commission has not acted on such application within 30 days after it has been 
filed: Provided, however, That if a petition for review is filed in accordance 
with the provisions of Section 19 of the Natural Gas Act, such acceptance shall 
be filed within 30 days after final disposition of the judicial review proceedings 
thus initiated. 

(C) The following conditions be and the same are hereby attached to the 
exercise of the rights granted by the certificate issued in Paragraph (A) hereof: 

(1) The acquisition hereby authorized shall be commenced within 60 days 
after the issuance of this order and shall be completed and actual operations 
thereunder commenced by Applicant not later than six months after the issuance 
of this order. 

(2) Applicant shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within one month after date of issuance of this order, a progress report 
showing the exact status of authorized acquisition; 

(ii) within 10 days after authorized facilities have been acquired and oper- 
ations herein authorized have commenced, notice of the date of such acquisi- 
tion and commencement. 

(3) This certificate is not transferable in any manner and shall be effective 
only so long as Applicant continues the operation hereby authorized and in ac- 
cordance with the provisions of the Natural Gas Act, as well as any applicable 
rules, regulations, or orders of the Commission. 

(4) The Applicant shall maintain, in conformity with the Uniform System of 
Accounts, supplemental accounts in scope and form satisfactory to the Com- 
mission designed to show separately : 

(a) the actual expenses and charges which would be involved in any determi- 
nation of Applicant’s cost of service for the New England zone formerly served 
by Northeastern; and 

(b) all applicable expenses and charges properly included in Applicant’s 
system cost of service which would be involved in determinations of allocations 
thereof between the several zones of service. 


ORDER IN DOCKET NO. G-2353 


Wherefore, it is ordered, subject to review by the Commission that: 
(A) Northeastern Gas Transmission Company be, and hereby is, authorized 
to sell, assign, transfer or otherwise convey to Tennessee Gas Transmission 
Company, upon its acceptance of the certificate of public convenience and 
necessity issued in Docket No. G-—2352 simultaneously herewith, all of its 
property and facilities heretofore certificated by this Commission, and to aban- 
don thereby its said certificated facilities and its certificated natural gas service, 
upon the assumption of such service by Tennessee Gas Transmission Company 
upon the consummation of the merger of Northeastern Gas Transmission Com- 
pany with Tennessee Gas Transmission Company. 

(B) The authorization granted by Paragraph (A) hereof shall be void and 
without force or effect unless the conveyance by Northeastern Gas Transmission 
Company and the acquisition by Tennessee Gas Transmission Company through 
the consummation of a merger of said companies shall be completed, and actual 
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operations by Tennessee Gas Transmission Company of the natural gas service 
heretofore certificated to Northeastern Gas Transmission Company shall be 
commenced not later than six months after the issuance of this order. 
EMERY J. WOODALL, 
Presiding Examiner. 


Order affirming initial decision of presiding examiner 
July 16, 1954 


On May 12, 1954, the Presiding Examiner certified and filed with the Secre- 
tary of the Commission the record herein, and on June 15, 1954, he issued his 
Initial Decision, which was served on all parties to the proceedings. 

By his Decision and accompanying order, the Presiding Examiner, subject 
to review by the Commission on appeal, granted the application of Tennessee 
Gas Transmission Company (Tennessee) for a certificate of public convenience 
and necessity authorizing the acquisition and operation of the entire certificated 
system of its wholly-owned subsidiary, Northeastern Gas Transmission Company 
(Northeastern). The Initial Decision also granted permission and approval to 
Northeastern to abandon its entire system through merger with Tennessee. 

The Presiding Examiner conditioned his order granting the certificate to 
Tennessee to require Tennessee to maintain supplemental accounts designed to 
show separately the actual expenses and charges which would be involved in 
any determination of Tennessee’s cost of service for the New England zone 
formerly served by Northeastern, and all applicable expenses and charges 
properly included in Tennessee’s system cost of service which would be involved 
in determinations of allocations thereof between the several zones of service. 

Thereafter, on June 28, and July 6, 1954, exceptions to the Initial Decision 
were filed by East Tennessee Natural Gas Company and Tennessee Natural Gas 
Lines, Incorporated, by the Applicants, Tennessee and Northeastern, and by Com- 


mission Staff Counsel. No formal exceptions were submitted by other parties to 
the proceedings. 

The Commission orders: 

(A) The Initial Decision of the Presiding Examiner issued June 15, 1954, is 
hereby affirmed and adopted in its entirety and shall become effective as the 
decision of the Commission as of the date of issuance of this order. 

(B) Exceptions filed with respect to the Presiding Examiner’s Decision be 
and the same hereby are denied. 

Commissioner Stueck not participating. 


IN THE MATTER OF 
ARKANSAS-LOUISIANA GAS COMPANY 
Upon Application for Certificates of Public Convenience and Necessity 
Docket No. G—2307 
June 15, 1954* 


Syllabus 


Commission issues certificate of public convenience and necessity under Section 
7 of the Natural Gas Act to Arkansas-Louisiana. P. 635. 


Robert Roberts, Jr., for Arkansas-Louisiana Gas Co. 


* No exceptions to the initial decision having been filed or review initiated by the Com- 


mission, the decision became effective on July 16, 1954, as the final decision and order of 
the Commission. 
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William L. Brunner for the staff of the Federal Power Commission. 


Woopatt, Presiding Examiner: This proceeding was heard beginning on May 
3, 1954 and concluding on May 11, 1954. Proposed findings and conclusions were 
filed by Arkansas-Louisiana Gas Company (Applicant) on May 20, 1954 and by 
the Staff on June 10, 1954. 

There is no essential difference between the proposals of the Applicant and 
the Staff. Both documents were most accurately and thoroughly prepared and 
were most helpful to the undersigned. Finding no discrepancies in the pro- 
posals for findings and conclusions, the undersigned hereby adopts the proposed 
findings and conclusions of Staff Counsel verbatim. These have been expertly 
prepared to include the essential detailed and ultimate findings and conclusions. 
For convenience of reference they are copied below as the findings and conclu- 
sions of the undersigned. 


FINDINGS AND CONCLUSIONS 


On the record of evidence herein the following findings of fact and conclu- 
sions of law are made: 

(1) Arkansas Louisiana Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order adopted January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Company, Docket No. G—252 (3 FPC 910). 

(2) Applicant on November 10, 1953, filed an application as amended on May 
3, 1954, for a certificate of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of the 
following natural-gas transmission pipe-line facilities: 

(a) A 10,500 horsepower compressor station (Taylor Compressor Station) 
located in Columbia County, Arkansas, near the town of Taylor, Arkansas. 

(b) Approximately 7.8 miles of 85” O.D., pipe line from the end of existing 
Line LT-—1 extending in a northerly direction to Arkansas Power & Light Com- 
pany’s Stamps Plant in Columbia County, Arkansas, together with the necessary 
meter and scrubber facilities. 

(c) Approximately 6.6 miles of 24” O. D., loop line extending from Applicant’s 
Buckley Compressor Station in Caddo Parish, Louisiana, in a southwesterly 
direction parallel to Applicant’s existing Line “S”. 

(d) Approximately .56 mile of reclaimed 16” O.D., pipe line to Arkansas 
Power & Light Company’s new Lynch Plant located in Pulaski County, Ar- 
kansas, together with the necessary meter and scrubber facilities. 

(e) Approximately 19 miles of 20” O.D., pipe line, from Applicant’s Waskom 
Gasoline Plant and extending to Applicant’s Carthage Gasoline Plant, and ap- 
proximately 4.7 miles of 16” O.D., pipe line, extending from said Carthage 
Gasoline Plant to the gasoline plant of the Carthage Corporation, together with 
the necessary metering facilities. Also, approximately 10 miles of 16” O.D., 
pipe line extending from the Carthage Corporation Gasoline Plant to Arkansas 
Fuel Oil Corporation’s Panola Gasoline Plant, together with the necessary 
metering facilities. 

(f) Approximately 13.8 miles of 20” O. D., pipe line replacing 13.8 miles of 
12%” O.D. pipe in existing Line LM-4, located in Pulaski County, Arkansas. 

(g) Approximately 24.2 miles of 24” O.D., loop line extending from the pro- 
posed Taylor Compressor Station southwesterly parallel to existing line “S” 
located in Columbia County, Arkansas, Webster Parish, Louisiana and Bossier 
Parish, Louisiana. 

(h) Approximately 6.2 miles of 24” O.D., loop line extending from the Taylor 
Compressor Station northeasterly parallel to existing Line “S” located in 
Columbia County, Arkansas. 
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(i) Approximately 15.8 miles of 24” O.D. loop pipe line extending from exist- 
ing Bierne Compressor Station northeasterly parallel to existing Lines “S”. 
“A”, and “L” located in Clark County, Arkansas, 

(j) Approximately 5.2 miles of 654’’ O.D., pipe line starting at a point in the 
Sentell Gas Field, Bossier Parish, Louisiana, and extending in a northwesterly 
direction to a point of connection on Applicant’s Line “S”, 

(k) Approximately 10.4 miles of 65” O.D., pipe line starting at a point in the 
Ivan Gas Field, Bossier Parish, Louisiana, and extending in a northwesterly 
direction to a point of connection on applicant’s Line “S”. 

(1) Approximately 12 miles of 65’’ O. D., pipe line starting at a point in the 
Longstreet Gas Field, DeSoto Parish, Louisiana, and extending in a north- 
westerly direction to a point of connection on Applicant’s Line “N” in Panola 
County, Texas. 

(m) The facilities described in the foregoing paragraphs lettered (b) and 
(d) have been constructed under temporary authorization granted by the Com- 
mission on January 27, 1954. 

(i) The compressor station described in the paragraph lettered (a) has been 
substantially constructed without authorization, but has not been operated. 

(ii) The facilities described in paragraph (e) are proposed to be constructed 
partly in 1954 and partly in 1955. 

(iii) The replacement pipe line described in paragraph (f) and the connect- 
ing pipe lines described in paragraphs (j), (kK), and (1) are proposed to be 
constructed in 1954; and the pipe lines looping Applicant’s existing Line “S” 
(paragraphs (c), (g), (h) and (i)) are proposed to be constructed in 1955. 

(3) The proposed facilities are to be used by Applicant to increase the total 
peak-day delivery capacity of its pipe-line system from 670,000 Mcf of gas per 
day to 816,000 Mcf of gas daily. The design of the facilities is adequate. 

(4) Applicant is and has been engaged in North Louisiana, a part of Hast 
Texas, and in Arkansas, in the business of producing, purchasing, transporting 
and distributing natural gas. It sells directly to domestic, commercial and in- 
dustrial consumers, both from its main lines and from its local distributing 
plants. 

(5) Applicant historically has purchased at town border stations from other 
natural gas companies a small part of the natural gas required for distribution 
in certain of its local distributing plants, and may reasonably be expected to 
continue to make such purchases. Excluding gas so received, but including 
certain gas transported for others, the estimated requirements on Applicant’s 
natural gas transmission pipe-line system are as follows: 


Mef at 14.73 psia—annual 


1954 1955 1956 
PO desta tdeek Bik shabcinttidesshdcwessbieldcedghited 81, 713, 838 84, 465, 634 87, 536, 544 
Sec iiacinnninnioncpee bencdipentiqnnnhannenmuatugil 135, 610, 625 134, 603, 125 132, 430. 125 
Retell 2, ncesocanpenentecanpbbuacansseneppatcontnnsi 217, 324, 463 219, 068, 750 219, 966, 669 





1 Includes 19,500,000 Mcf annually and 50,000 Mef on the system peak day estimated to be received for 
transportation 


2 Includes 19,500,000 Mef annually and 50,000 Mef on the system peak day estimated to be received for 


ion. 
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The above estimates appear to be reasonable. 

(6) On April 1, 1954, Applicant owned or controlled by purchase contract 
natural gas reserves in place estimated as of January 1, 1954, to a total 4,184,- 
869,000 Mcf at 14.73 psia,® connected or to be connected to its system. Assuming 
the annual requirements of Applicant’s system to remain at the estimated 1956 
level after that year, the record discloses that the gas reserves available to Ap- 
plicant will meet such annual system requirements through the year 1965. The 
area traversed by Applicant’s pipe-line system is generally productive of natural 
gas. On March 31, 1953, Applicant owned approximately 100,000 acres of un- 
proven leases in the general area of its pipe line system. During the period 
1948 to 1953, inclusive, Applicant had acquired an estimated average of 440,- 
000,000 Mcf of natural gas reserves in place per year. It is not unreasonable to 
conclude that there will be available to Applicant gas reserves capable of ex- 
tending the period so that the annual requirements may be served beyond the 
year 1965. Furthermore, the relative high percentage of interruptible sales on 
Applicant’s system is added assurance that firm requirements will be met even 
though no additional gas reserves are added. On the basis of the evidence, it 
is concluded that the gas reserves available to Applicant are reasonably adequate 
to support the proposed system expansion. 

(7) The total cost of construction of the above-described facilities is esti- 
mated at $10,072,305. The estimated costs are reasonable. 

(8) Of the total cost of construction of the above-described facilities $2,945,- 
700 was for expenditures in 1953 and $7,126,605 is estimated to be expended in 
1954 and 1955. Such expenditures and others anticipated by Applicant aggre- 
gating approximately $39,000,000, have been or will be financed from Applicant’s 
earnings and accruals for depreciation, depletion and retirements; from a con- 
nection charge of about $3,500,000 to be paid by Arkansas Power and Light 
Company; from a part of the proceeds of an issue of $35,000,000 of First Mort- 
gage Bonds due in 1973; and from borrowings under Credit Agreement with 
Guaranty Trust Company of New York. 

(9) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(10) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(11) The proposed construction and/or operation of the proposed facilities by 
Applicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(12) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations including the 
Rules of Practice and Procedure [18 CFR 157.20] should attach to the issuance 
of the certificate referred to in paragraph (11) above, and to the exercise of the 
rights granted therein, and that the time within which the construction and/or 
the operation of the facilities authorized shall be completed and said facilities 
placed in actual operation should be fixed as of December 31, 1955. 


*This gas reserve figure is exclusive of the volumes received for transportation in the 
amounts shown by Footnote 1. 
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ORDER 






Wherefore, it is ordered, subject to review by the Commission, that : 
(A) A certificate of public convenience and necessity be, and the same hereby 
is, issued authorizing Applicant to construct and/or operate the facilities here- 
inbefore described, all as more fully described in the application as amended 
in this proceeding, for the transportation of natural gas as therein set forth, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (ili), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed as 
of December 31, 1955. 

Emery J. WoopALtL, 
Presiding Exvaminer. 


IN THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY and PANHANDLE EAST- 
ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 
PANY, CITIZENS GAS FUEL COMPANY, CITIZENS GAS COMPANY, 

and MICHIGAN GAS UTILITIES COMPANY 





Upon an Application for Disclaimer of Jurisdiction or, in the Alternative, for a 
Certificate of Public Convenience and Necessity 


Docket No. G-2035 (Consolidated with Docket Nos. G-1767, G—2040, G-2047, 
G-2048, G-2049, G-2050 and G—2091) 


June 12, 1953* 


Syllabus 


Commission issues certificate of public convenience and necessity under Section 
7 of the Natural Gas Act to Panhandle. P. 642. 








William C. Keefe, G. R. Redding, Robert M. Morgenthau, and William B. 

Miller for Panhandle Eastern Pipe Line Co. 
Richard J. Connor, Christopher T. Boland, and William L. Shea for Citizens 

Gas Fuel Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

W. ©. Huans for Michigan Gas Utilities Co. 

Louis Flaw for the staff of the Federal Power Commission. 











FaRRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Company 
(Panhandle) filed seven applications pursuant to Section 7 of the Natural Gas 
Act (Act) in all but one of which it seeks, in the alternative, (a) a disclaimer 
by the Commission of jurisdiction in the several matters pleaded therein or 
(b) issuance of a certificate of public convenience and necessity authorizing (i) 





* Initial decision became the final decision and order of the Commission by order of 
the Commission issued in Opinion No. 274, supra, p. 301. 
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a proposed natural gas service to industrial consumers either directly or through 
local company pipeline facilities; (ii) the construction and operation, or the 
acquisition and operation, of the facilities described in the application for the 
purpose of rendering natural gas service on an interruptible, or firm and inter- 
ruptible, or dump, basis to industrial consumers in Illinois, Indiana, and Mich- 
igan. 

By order issued November 21, 1952, these seven docketed proceedings were 
consolidated, for purposes of hearing, with an investigational proceeding 
(Docket No. G—2091) instituted by the Commission’s said order of November 
21, 1952 respecting the validity of certain practices by Panhandle. Such orders 
also set the consolidated proceedings for public hearing commencing December 
16, 1952, at which time such hearing was begun before the undersigned Examiner 
and concluded December 29, 1952 insofar as these eight dockets are concerned. 

This intermediate decision relates only to the subject matter of the applica- 
tion in Docket No. G—2035. An intermediate decision in three of the remaining 
dockets is being filed concurrently herewith. 


STATEMENT OF FACTS BASED ON THE EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the State 
of Delaware, with its principal office in Kansas City, Missouri, and owns and 
operates an integrated natural gas pipeline system situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipeline system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facilities 
appurtenant thereto and is engaged in the transportation of natural gas in inter- 
state commerce, and the sale of natural gas in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial and other uses; 
and also the sale and delivery of natural gas directly to industries and others for 
their own consumption. The company has been determined to be and now is a 
natural gas company as defined in the Act. 

In February 1951 Panhandle entered into an industrial gas contract with Mrs. 
Tucker’s Foods, Inc. for a term of 3 years from the date of the first delivery 
of gas. That corporation merged with Anderson, Clayton & Company, a Dela- 
ware corporation, in February 1952 and is no longer in existence. Anderson, 
Clayton & Company assumed all obligations of Mrs. Tucker’s Foods, Inc., the 
operations of which became Mrs. Tucker’s Products, a division of Anderson, 
Clayton & Company. The gas service proposed in Panhandle’s application 
herein is therefore to be rendered to Anderson, Clayton & Company, Mrs. Tuck- 
er’s Products Division (hereinafter mentioned as Tuckers Products). 

The plant to be served with natural gas under the contract will, when com- 
pleted, process cottonseed and vegetable oils and produce margarine, shorten- 
ings and salad and cooking oils, employing approximately 400 persons. The 
plant is located about one mile beyond the city limits of the City of Jacksonville, 
Illinois. This site was selected because of the availability of natural gas, water, 
adequate sewage facilities and the fact that Jacksonville is located in a soy- 
bean producing area which will supply a large part of the raw material 
requirements. Construction of the plant began in February 1951 and its com- 
pletion is scheduled for March 1953, although some gas will be required in the 
fall of 1952. 

The contract obligates Panhandle to deliver up to 12,000 Mcf of natural gas 
per month on 4 firm basis for three years from the first delivery of gas. A 


14 FPC 1081. 
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small part of the firm gas will be used in chemical laboratories to operate ap- 
paratus such as Bunsen burners and small ovens. It is estimated that on an 
average about 5,000 Mcf per month of firm gas will be used in the manufacture 
of hydrogen, about one-half for raw material and one-half for furnace fuel and 
the remainder of the firm gas for fuel in boilers in the process of Dowtherm 
vapor generation. The hydrogen produced will be reacted with vegetable oils 
to give them more body. Dowtherm vapor is required as a direct heating agent 
in the deodorization of vegetable oils. A Dowtherm boiler is a packaged chemi- 
eal boiler purchased on the market, a substitute for high pressure steam, and 
its operation with natural gas is quite economical. While light fuel oil is an 
alternative fuel that could be used, it would greatly increase the cost of oper- 
ation by requiring more maintenance and more personnel, in that it would then 
be more difficult to control temperatures. And temperature control is most es- 
sential, because the Dowtherm uses a chemical that would break down at just 
about operating temperatures and carbonizes, thus creating trouble in the boil- 
ers by stoppage of the tubes. 

Panhandle is also obligated to deliver 40,000 Mcf of natural gas per month 
on an interruptible basis for use as fuel in steam generating boilers, the steam 
to be used for a variety of purposes, such as a chemical in the manufacture of 
hydrogen and as process steam heat in refining, bleaching and hydrogenation 
of vegetable oils. Tucker’s Products has constructed a substantial fuel oil 
standby service for the steam generation; but because of factors such as the 
high temperatures required, the greater cost and the difficulties of handling 
substitutes, and the type of equipment installed, natural gas is the most satis- 
factory fuel and will be employed exclusively in those operations taking firm 
gas. 

The price fixed by the contract is 35¢ per Mcf for the firm gas and 30¢ per 
Mcf for the interruptible gas. While the gas sold on a firm basis is contem- 
plated to be an uninterruptible supply, the contract provides that in the event 
of a shortage of gas on Panhandle’s system, Panhandle shall first, so far as 
practicable, curtail or interrupt deliveries to customers purchasing gas on an 
interruptible basis, and thereafter have the right to curtail and interrupt de- 
livery to Tuckers Products to the extent reasonably necessary in the judgment 
of Panhandle. The purpose is to protect service to domestic users during un- 
usually cold temperature conditions by giving precedence to the contract de- 
mands of local utilities on Panhandle’s system supplying such service. 

Delivery of gas to Tuckers Products will be made at the outlet side of Pan- 
handle’s measuring station point of connection of Panhandle’s Jacksonville 
lateral with a 4-inch lateral line which has now been constructed and will be 
maintained and operated by the customer. 

The Illinois Power Company (Illinois Power), one of Panhandle’s resale cus- 
tomers, distributes natural gas in Jacksonville from a supply obtained from 
Panhandle’s Jacksonville 8-inch lateral that. serves the City of Jacksonville and 
adjacent territory. At the time the Tuckers Products plant was approaching 
completion, sometime in September 1952, a gas supply was needed for testing 
the new equipment, and Illinois Power agreed to make such supply available 
temporarily from its contract volumes delivered by Panhandle. To achieve 
such purpose and give an additional point of delivery to Illinois Power, Pan- 
handle has constructed * a regulator and measuring station on its 8-inch lateral 
just south of the Jacksonville Town Border Station at an approximate cost of 
$6,425. During the discussions that the Tuckers Products management had with 
Illinois Power, when arrangements were made for temporary gas service, the 
former considered buying all the gas required from Illinois Power, but because 


* Presumably under Sec. 2.55(c) of Gen. Rules and Regulations. 





638 FEDERAL POWER COMMISSION 


that utility could not: guarantee a service firmer than interruptible, the idea 
was abandoned. 

Under the contract between Panhandle and Tuckers Products (Par. 29) the 
buyer, in addition to constructing the above-mentioned 4-inch lateral, is, obli- 
gated to install and maintain in its plant, at its own expense, a meter amt such 
other measuring equipment as may be necessary to measure the volumes of gas 
sold on a firm basis. 

In September 1952 Illinois Power began and is now serving the plant on a 
temporary basis, and the volume so delivered is added to the volume delivered 
by Panhandle to Illinois Power at the Jacksonville Town Border Station, the 
sum of such volumes being applied to its contract demand. At that time, on a 
5-day work week, approximately 200 Mcf per day of interruptible gas was 
being delivered on an operating day, and it was estimated that by early 1953, 
when the plant is completed and full production begun, about two-thirds of the 
contract daily volumes of both firm and interruptible gas will be required, viz: 
8,000 Mcf firm and 26,500 Mcf interruptible. 

The management of Tuckers Products clearly and fully understands that its 
contracted supply of firm gas may be interrupted and curtailed if gas for 
domestic service is required, or if there is a break in Panhandle’s pipelines. In 
such event, the food plant’s hydrogen furnace and the Dowtherm boilers would 
be completely shut down, and that could be accomplished in about twelve to 
twenty-four hours without serious damage to the plant or product. If, however, 
the interruptible service were cut off, the operation of the regular boilers used 
for process steam and steam for space heating would be carried on with No. 6 
oil. The change from gas to oil could be made in about thirty minutes when 
the oil is at a proper temperature, but in very cold weather it might take as 
much as eight hours. About 60% to 80% of the steam is used for processing 
and to heat the oils used in manufacture, as well as to operate steam jets to 
pull vacuums. 

Facilities —It is now unnecessary for Panhandle to construct or to acquire any 
additional facilities to enable it to render the service proposed. Because of 
such fact, Panhandle argues that the proposed sale and service to Tuckers 
Products is not a sale of natural gas for resale within the meaning of Section 
1(b) of the Natural Gas Act, and that the Commission should, therefore, dis- 
claim jurisdiction, and also because the transmission lines for the transportation 
of gas interstate have already been certificated. This contention is disposed of 
in the intermediate decision filed this day in Docket No. G—1767, one of the 
cases consolidated herein ; and see, especially, the Commission’s order modifying 
and reversing the intermediate decision in Docket No. G—1642, cited therein, 
involving a like factual situation. 

Gas supply —Panhandle now has a supply of gas available for sale which is 
in excess of the demands on it from firm and annual contract volume customers 
as a result of the additional gas supplies currently received from Trunkline Gas 
Supply Company, and thus is able to render the proposed service to Tuckers 
Products. 

“Superior” interruptible service—Pursuant to the provisions of its Gas Tariff 
on file with this Commission, Panhandle sells gas to utility customers for resale 
to domestic, commercial and industrial consumers. It also sells gas directly to 
industries under separate contracts, as well as a very small volume to domestic 
consumers under right of way tap agreements. Roughly, about 95% of ‘the 
volume of Panhandle’s annual sales is sold to utilities for resale and 5% to 
direct customers. Sales to direct industrial customers are under three classifi- 
cations: dump, interruptible and firm. Dump service is the lowest classitication 
and allows for the interruption or complete curtailment of gas at any time on 
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very short notice and, for any reason, at Panhandle’s discretion where, for 
example, the gas is used under boilers for the generation of electricity. Gas sold 
on an interruptible basis is subject to interruption on notice and usually occurs 
in the winter season when the demands for resale customers and its firm direct 
customers require all gas that is available to Panhandle. The firm service to 
direct industrial customers is, nevertheless, subject to curtailment whenever 
the demands of resale customers necessitate it, as often happens when extremely 
low temperatures exist. 

Panhandle’s vice president in charge of sales testified that the basic reasons 
that led the company to establish a firm classification for its direct industrial 
customers were: (1) the loads of some of such customers had been firmed up 
during World War II by orders of the War Production Board, and since the 
close of hostilities the company has had urgent demands from direct customers 
for a firm service or what is designated as a superior interruptible service, 
such as is now proposed to be given to Tuckers Products; (2) it was discovered 
that the needs of direct customers for continuity of service varied greatly, and 
that some customers, using gas as raw material or in processing, were being 
harmed greatly by service interruption, while others, using gas as an alternate 
fuel for oil or coal, could get along with substantial interruptions, and it seemed 
unfair to Panhandle officials to keep all direct customers in the same category; 
and (3) Panhandle claims that as a matter of equity its own direct industrial 
consumers should be able to obtain substantially the same service as similar 
industries that purchase interruptible gas from Panhandle’s resale customers, 

It appears that as a result of Panhandle’s additional gas supply received in 
1951 through its subsidiary, Trunkline Gas Supply Company, a substantial pro- 
portion of the interruptible load of the resale customers was firmed up. One 
of such utilities was Central Indiana Gas Company (Central Indiana) which 
had a number of glass manufacturing company customers, and after it had 
firmed up a substantial volume of its industrial load it filed a new rate schedule 
with the Indiana Public Service Commission which provided for the gas service 
to be firm in part and interruptible in part. Central Indiana’s contracts for 
such service are very similar to those Panhandle has made with Brockway and 
with the Anchor Hocking Glass Company, both of which customers are in the 
same general area and are in direct competition with glass manufacturers served 
by Central Indiana. Indiana Gas & Water Company (Indiana Gas), another re- 
sale customer of Panhandle, has likewise firmed up at least two of its larger 
direct industrial customers, the Aluminum Corporation and the Chrysler Cor- 
poration, for an additional volume of about 6,000 Mcf per day. Both Indiana 
Gas and Central Indiana were enabled to firm up their direct industrials be- 
cause Panhandle had tendered to all its utility customers an opportunity to buy 
under Panhandle’s existing Gas Tariff whatever volume of gas each wanted. 

In this case the food manufacturer is to be wholly dependent on the use of 
natural gas for its production line. That portion of the proposed gas service 
that is to be on a firm basis (subject, nevertheless, to interruption if the de- 
mands of resale customers require it) will be essential to prevent a complete 
cessation of production. 

The Illinois Commerce Commission, on application by Panhandle, has ap- 
proved this proposed service by its formal order entered, after hearing, on 
August 13, 1952. 

Staff's opposition—The only opposition is from the Commission Staff. The 
brief filed in its behalf attempts to cover all seven certificate cases as well as 
the Investigational Docket No. G-2091, with not too much attention given to the 
varying factual data applicable to the individual case, and the grounds of op- 
position to the instant application are assuredly not stated with precision. 
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Staff counsel apparently contends in this case (Br. 45, 47, 48, 49 and 51) that 
because Panhandle’s filed Tariff* does not provide for “interruption of de- 
liveries on the basis of sub-classifications of interruptible service”, any authori- 
zations now given for service to Tuckers Products should provide that all serv- 
ice thereunder “should be on a single interruptible basis.” The Tariff, however, 
only provides for service to resale customers exclusively, and that portion 
(Schedules “I-1”, “I-2”, and “I-38”, Orig. Sheets 27-32), which applies to inter- 
ruptible service, is likewise solely for resale customers and relates to “gas avail- 
able for sale in excess of that necessary to meet its firm and annual contract 
volume requirements.” 

The Commission by its temporary certificate issued for service to Brockway 
(Docket G—1767) has limited the authorization of a like proposed service for 
that concern to “an interruptible basis only.” The Examiner will so limit the 
order for the proposed service to Tuckers Products. Modifying the proposed 
service in this manner in this docket will leave open for determination in the 
investigational Docket, G—2091, the question whether Panhandle’s sale as pro- 
posed here (as well as like sales proposed in other dockets embraced in this 
consolidated proceeding) creates a priority of service for a direct sale consumer, 
that varies from the interruptible service covered by the “I” schedules of the 
filed Tariff for resale customers, and thereby grants undue preference or ad- 
vantage to some customers and subjects other customers to undue prejudice 
or disadvantage, or constitutes the maintenance of unreasonable differences in 


rates, charges, service or facilities, either as between localities or as between 
classes of service. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this intermediate decision, it 
is further found and concluded that: 

(1) Panhandle Eastern Pipe Line Company (Panhandle), a Delaware cor- 
poration having its principal office in Kansas City, Missouri, is a “natural-gas 
company” within the meaning of the Act, as heretofore found by the Commis- 
sion (4 FPC 1081). 

(2) On August 26, 1951, Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of its jurisdiction in the matter set 
forth therein, or (b) the issuance of a certificate of public convenience and 
necessity, pursuant to Section 7 of the Act, authorizing the natural gas service 
hereinafter described. 

(3) Panhandle entered into a written industrial gas contract under date of 
February 19, 1951 with Mrs. Tucker’s Foods, Incorporated. That corporation 
is no longer in existence, because of a corporate merger in February 1952 with 
Anderson, Clayton & Company, a Delaware corporation, and that corporation 
has assumed all obligations of Mrs. Tucker’s Foods, Incorporated, whose opera- 
tions have now become Mrs. Tucker’s Products, a division of Anderson, Clayton 
& Company. The proposed gas service will, therefore, be rendered to Anderson, 
Clayton & Company, Mrs. Tucker’s Products Division (Tuckers Products). 

(4) Under the gas contract Panhandle is obligated to deliver not to exceed 
the following monthly volumes of natural gas: (a) 12,000 Mcf per month on a 
firm basis at 35¢ per Mcf, for use as fuel in Dowtherm vapor generation, as fuel 
and material in the manufacture of hydrogen gas and for domestic use in chemi- 
cal laboratories; and (b) 40,000 Mcf per month on an interruptible basis at 30¢ 
per Mcf, to be used as fuel in steam generation. 


* Now suspended and the subject of current hearings in Dockets G—1116, et al. 
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(5) Panhandle is not obligated to deliver hourly volumes of gas in excess of 
17 Mcf per hour of firm gas and 100 Mcf per hour of interruptible gas. The 
term of the contract is for a period of three years from the date of the first de- 
livery of gas thereunder. 

(6) The volume so sold on a firm basis is contemplated by the parties to be 
an uninterruptible supply of gas, but if at any point on Panhandle’s pipeline 
system there should occur a shortage of gas, Panhandle shall first curtail or 
interrupt deliveries of gas to customers purchasing gas on an interruptible basis 
and, thereafter, Panhandle has the right to curtail or interrupt the gas sold to 
Tuckers Products on a firm basis to the extent reasonably necessary in its judg- 
ment. 

(7) When the Buyer’s new plant near Jacksonville, Illinois, is completed 
sometime in early 1953, Tuckers Products will process cottonseed and vegetable 
oils and produce margarine, shortenings and salad and cooking oils. 

(8) Paragraph 29 of the gas contract requires Tuckers Products (a) to build 
and maintain at its own expense, a suitable lateral pipeline extending from 
its plant to Panhandle’s regulator and measuring station on its Jacksonville 8- 
inch lateral for the transportation of the gas sold from the delivery point on the 
outlet side of Panhandle’s regulator station to the food plant; and (b) to install 
and maintain a meter for the measurement of the volumes of gas sold on a firm 
basis. 

(9) In September 1952, a supply of natural gas was needed for testing the 
equipment in the new Tuckers Products plant and Illinois Power Company 
(Illinois Power), a resale customer of Panhandle distributing natural gas in 
the city of Jacksonville and its environs which is purchased from Panhandle, 
engaged to sell and deliver such supply on a temporary basis, To enable Illinois 
Power to make such sale and delivery, Panhandle constructed,‘ at or about that 
time at an estimated cost of approximately $6,425, a regulator and measuring 
station on its Jacksonville 8-inch lateral to serve as an additional point of 
delivery of gas under Illinois Power’s contract demand for gas. Such regulator 
station will hereafter be used by Panhandle solely for the delivery point of the 
proposed gas service to Tuckers Products. No other facilities are now required 
to be constructed or acquired by Panhandle to enable it to make the proposed 
service. 

(10) Illinois Power is presently selling and delivering gas to Tuckers Prod- 
ucts plant temporarily on an interruptible basis, which is obtained from its con- 
tract demand volumes purchased from Panhandle. 

(11) The regulator and measuring station facilities hereinbefore described 
will be used by Panhandle in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and for the purpose of 
measuring and automatically recording the volume of all gas delivered to Tuck- 
ers Products, and the operation thereof by Panhandle is subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(12) Panhandle is able and willing properly to do the acts and to perform 
the service hereinafter authorized and to conform to the provisions of the 
Natural Gas Act, as amended, and the requirements, rules and regulations of 
the Commission thereunder. 

(13) The operation of the regulator and measuring station, hereinbefore de- 
scribed, for the transportation, measurement and delivery of natural gas on an 
interruptible basis by Panhandle to Tuckers Products in the volumes and under 
the conditions hereinafter set forth is required by the present or future public 
convenience and necessity, and a certificate therefor should issue. 


«Presumably under Sec. 2.55(c) of Gen. Rules and Regulations. 
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(14) The public convenience and necessity require the attachment to the 
exercise of the rights granted under the certificate issued the terms and condi- 
tions hereinafter ordered which are hereby determined to be reasonable and 
necessary. 


ORDEB 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the Applicant, Panhandle Eastern Pipe Line Company, to 
operate the facilities hereinbefore described for the transportation, measure- 
ment and delivery of natural gas, subject to the jurisdiction of the Commission, 
upon the following term: 

(B) The following condition be and the same hereby is attached to the issu- 
ance of the certificate issued in Paragraph (A) hereof: 

The certificate shall be void and without force or effect unless accepted in 
writing by applicant within 30 days from the date that this order shall become 
final in accordance with the Commission’s Rules of Practice and Procedure. 

(C) The facilities herein authorized to be operated shall be used for the trans- 
portation, measurement and delivery of not to exceed 52,000 Mcf per month of 
natural gas on an interruptible basis only and the gas so transported and de- 
livered shall be limited to only such days as (i) no curtailment step is in effect 
on Panhandle’s pipeline system; (ii) when Panhandle has gas available in 
excess of its commitments to its other customers to whom gas is being sold on 
other than an interruptible basis; and (iii) when pressure conditions on Pan- 
handle’s pipeline system permit deliveries of such excess or interruptible gas 
to Anderson, Clayton & Company, Mrs. Tucker’s Products Division (Tuckers 
Products). 

(D) The following conditions be and they are hereby attached to the exer- 
cise of the rights granted by the certificate issued in Paragraph (A) hereof: 

(1) The operation of the facilities hereby authorized shall be commenced by 
Panhandle within 30 days after the date that this order shall become final. 

(2) Panhandle shall file with the Commission, in writing and under oath, an 
original and four conformed copies of the following: 

(i) within ten days after the beginning of authorized operations, notice of 
the dates of the beginning of operations thereof and the first delivery of gas. 

(ii) within six months after the commencement of authorized operations, a 
statement showing and explaining the cause for any differences between the 
actual cost of the facilities constructed and the estimates of cost relied upon 
by Panhandle in this proceeding. 

(iii) an annual report showing the volumes of gas delivered monthly to 
Tuckers Products, such report to be filed not later than February Ist, in each 
year, commencing in the year 1954. 

(E) The operation of the facilities herein authorized is hereby limited to a 
period of three years from the date of the first delivery of natural gas to Tuck- 
ers Products unless such period shall hereafter be extended by order of the 
Commission. 

(F) This certificate is not transferable and shall be effective only so long as 
Panhandle continues the operations hereby authorized and in accordance with 
the provisions of the Natural Gas Act and all pertinent rules, regulations, or 
orders heretofore or hereafter issued by the Commission. 

MARVIN FARRINGTON, 
Presiding Examiner. 
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In THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY and PANHANDLE EAST- 
ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 
PANY, CITIZENS GAS FUEL COMPANY, CITIZENS GAS COMPANY, and 
MICHIGAN GAS UTILITIES COMPANY 





Upon an Application for Disclaimer of Jurisdiction or, in the Alternative, for a 
Certificate of Public Convenience and Necessity 


Docket No. G-2049 (Consolidated with Docket Nos. G-1767, G—2035, G-2040, 
G-2047, G-2048, G-2050, and G-2091) 


June 12, 1953* 


Syllabus 


Commission issues certificate under Section 7 of the Natural Gas Act to Pan- 
handle conditioned on the DeKalb showing compliance with Section 1 (c). 
P. 647. 


William C. Keefe, G. R. Redding, Robert M. Morgenthau, and William B. 

Miller for Panhandle Eastern Pipe Line Co. 
Richard J. Connor, Christopher T. Boland, and William L. Shea for Citizens 

Gas Fuel Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

W. C. Euans for Michigan Gas Utilities Co. 

Louis Flax for the staff of the Federal Power Commission. 

































FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Company 
(Panhandle) filed seven applications pursuant to Section 7 of the Natural Gas 
Act (Act) in all but one of which it seeks, in the alternative, (a) a disclaimer 
by the Commission of jurisdiction in the several matters pleaded therein or (b) 
issuance of a certificate of public convenience and necessity authorizing (i) a 
proposed natural gas service to industrial consumers, either directly or through 
local company pipeline facilities; (ii) the construction and operation, or the 
acquisition and operation, of the facilities described in the application for the 
purpose of rendering natural gas service on an interruptible, or firm and inter- 
ruptible, or dump, basis to industrial consumers in Illinois, Indiana, and Michi- 
gan. 

By order issued November 21, 1952, these seven docketed proceedings were 
consolidated, for purposes of hearing, with an investigational proceeding (Docket 
No. G—2091) instituted by the Commission’s said order of November 21, 1952 re- 
specting the validity of certain practices by Panhandle. Such order also set the 
consolidated proceedings for public hearing commencing December 16, 1952, 
at which time such hearing was begun before the undersigned Examiner and 
concluded December 29, 1952 insofar as these eight dockets are concerned. 

This intermediate decision relates only to the subject matter of the applica- 
tion in Docket G-2049. An intermediate decision in three of the remaining 
dockets is being filed concurrently herewith. 


STATEMENT OF FACTS BASED ON THE EVIDENCE 





Panhandle is a corporation organized and existing under the laws of the State 
of Delaware with its principal office in Kansas City, Missouri, and owns and 





* Initial decision became the final decision and order of the Commission by order of the 
Commission issued in Opinion No. 274, supra, p. 301. 
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operates an integrated natural gas pipeline system situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma 
and Kansas. Its pipeline system extends from Texas to its northern’ termini 
in Michigan. In connection with the operation thereof, the company owns fa- 
cilities appurtenant thereto and is engaged in the transportation of natural gas 
in interstate commerce, and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses; and also the sale and delivery of natural gas directly to industries 
and others for their own consumption. The company has been determined to be 
and now is a natural gas company as defined in the Act.’ 

This Docket presents a proposal by Panhandle to render natural gas service 
during the last four months of the year to the DeKalb Agricultural Association, 
Ine. (DeKalb), a Delaware corporation owning and operating a corn-drying 
plant within the corporate limits of the Town of Tuscola, Illinois. 

Citizens Gas Company (Citizens) owns and operates a local gas pipeline 
distribution system within the Town of Tuscola and purchases its gas supply 
from Panhandle for resale, delivery being made at Panhandle’s existing Town 
Border measuring station. Citizens has sold gas to DeKalb for use as fuel in 
the corn-drying operation for approximately ten years last past. Citizens did 
not appear at the hearing of these proceedings, but the evidence is that the com- 
pany appeared before the Illinois Commerce Commission on a hearing of Pan- 
handle’s application to that agency for authority to make the proposed sale of 
gas to DeKalb and did not object to Panhandle’s proposal to serve DeKalb. 

No new or additional pipeline facilities are to be acquired or installed by Pan- 
handle to enable it to render the préposed service. Panhandle’s contention that 
this Commission should, therefore, disclaim jurisdiction is without merit. See 
disposition of this question in the intermediate decision filed this day in Docket 
G-1767, one of the proceedings consolidated herein. 

Panhandle has entered into a contract dated July 12, 1951 with DeKalb to sell 
it natural gas for use as fuel in drying corn at its plant at Tuscola. The con- 
tract is for a term of three years from the first: delivery of gas thereunder. It 
provides that Panhandle in no event shall be obligated to deliver volumes of 
gas in excess of 2,000 Mcf in any one day or in excess of 40,000 Mcf in any 
calendar month and that the gas sold shall be for use in the months of Sep- 
tember, October, November and December exclusively. By paragraph 18 of the 
contract it is contemplated that the gas sold is “to be an uninterruptible sup- 
ply.” Panhandle, however, has reserved the right to curtail or interrupt de- 
liveries if a shortage of gas occurs at any point on its system. Deliveries will 
be curtailed or interrupted by Panhandle after deliveries to customers on an in- 
terruptible or dump basis are curtailed or interrupted and before contracted 
firm deliveries of any of Panhandle’s utility customers are curtailed or inter- 
rupted. Under the contract DeKalb will pay Panhandle 35¢ per Mcf, subject 
to adjustment in the event the average well-head price of natural gas,.produced 
or purchased by Panhandle, is increased by any governmental body or agent: 

The gas destined for DeKalb’s corn-drying plant, along with gas for resale 
for Citizens’ local distribution system, will be delivered by Panhandle at the 
outlet side of its meter at the Town Border Station which is located about one- 
quarter of a mile south of the corporate limits of Tuscola. All gas will enter 
an existing lateral pipeline (size not given) that is owned and operated by 
Citizens and extends from the Town Border Station to the local distribution 


24 FPC 1081. 
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system in Tuscola. There is no evidence with respect to the pressure at which 
the gas is delivered by Panhandle at the Town Border Station, nor whether there 
is a change in pressure after such delivery and before the gas enters the local 
distribution system. All gas is then transported by Citizens through such lateral 
into its distribution system, and the portion destined for the DeKalb plant is 
transported through Citizens’ pipeline facilities to such plant. 

Citizens has entered into a written contract with DeKalb under which it has 
engaged to transport the gas from Panhandle’s Tuscola Town Border Station 
to the DeKalb plant in Tuscola, for which service DeKalb has agreed to pay 
Citizens a service charge of 10¢ per Mcf of gas delivered. Panhandle entered 
into a letter agreement with Citizens dated July 8, 1952, confirming the arrange- 
ment made by DeKalb with Citizens, which letter agreement also requires 
Citizens to install, own and maintain suitable measuring facilities, including a 
recording thermometer, at the DeKalb plant to measure the total volumes of 
gas delivered at such plant and to render daily to Panhandle charts or readings 
from such measuring facilities showing the total volumes of gas delivered to 
the DeKalb plant. It is further provided that upon such readings or charts 
Panhandle is to bill DeKalb each month for gas so delivered to it, and that for 
all gas purchased by Citizens for resale and delivered by Panhandle at the 
Tuscola Town Border Station, Panhandle shall bill Citizens for the difference 
in the readings at Panhandle’s meter at the Town Border Station and the read- 
ings of Citizens’ measuring facilities at the DeKalb plant. 

DeKalb is one of the country’s largest producing areas of hybrid seed corn. 
Corn harvested in the Tuscola area is dried in the plant at Tuscola in the 
months of September through December each year before storage to prevent 
molding or germination, and is sold for planting the following spring. Proper 
drying of the corn requires large volumes of low temperature air; the neces- 
sary temperature control can best be obtained by gas, and the use of gas elimi- 
nates objectionable fumes and provides a much cleaner operation. The amount 
of gas required by DeKalb varies from year to year with the annual varia- 
tions in the moisture content of the harvested corn. 

The Illinois Commerce Commission, on Panhandle’s application, entered a 
formal order on October 15, 1952 authorizing Panhandle to provide the proposed 
natural gas service to DeKalb. 

Gas supply.—aAs a result of the additional gas supply currently received from 
Trunkline Gas Supply Company, Panhandle now has a supply of gas available 
for sale which is in excess of the demands on it from firm and annual contract 
volume customers, and thus, insofar as a supply of gas is concerned, is able to 
render the proposed service to DeKalb. 

Staff opposition—The Staff opposes the authorization sought in the instant 
proceeding because (1) the proposal is to dispose of excess gas to a new direct 
customer and is contrary to the provisions of Section 7 of the Rate Schedules 
I-1, I-2 and I-3 of Panhandle’s Tariff now on file which, it is argued, requires 
Panhandle to offer such excess gas first to its Buyers which own or control 
storage facilities to the extent such Buyers contract to take such gas for stor- 
age, and then to offer any remaining gas on an equitable basis to its other cus- 
tomers; and (2) because a lawful delivery cannot be made to DeKalb through 
the facilities of Citizens unless and until that company seeks and obtains from 
this Commission a certificate of public convenience and necessity, since that 
company will become and be a natural gas company under the Natural Gas 
Act if it transports the gas for DeKalb in the manner here proposed. 

Conclusion.—Panhandle’s filed Tariffs, inclusive of the “I” schedules cited 
above, are applicable only to Panhandle’s utility customers. Such schedules 
relate to gas sold for resale on an interruptible basis. In the instant case the 
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proposed sale and service is to a new direct industrial customer, and the gas 
supply is limited entirely to the last four months of the calendar year and on a 
so-called superior interruptible basis. It is the same service that has been 
rendered to DeKalb by Citizens for the last ten years. The verified applica- 
tion in the instant docket, received in evidence by reference under the rules, 
contains a copy of a letter from Citizens to Panhandle in which Citizens ex- 
presses appreciation for Panhandle’s undertaking to serve DeKalb, because 
that industrial consumer never knows exactly when its need for gas will begin 
or terminate, and on a demand and commodity basis Citizens’ purchase of gas 
from Panhandle to serve DeKalb would be prohibitive. 

With respect to the contention that any and all excess gas must first be ten- 
dered or sold to Panhandle’s resale or storage customers, it does not follow 
that because there is available for sale an excess of gas over the demands of 
firm customers in one segment of a pipeline system, such excess volume would 
be available for sale in any or all other divisions of the system. Here it has 
been shown that Citizens Gas Company yielded its industrial customer to 
Panhandle without objection. 

The proposed service of an “uninterruptible supply” to DeKalb is neverthe- 
less subject, in Panhandle’s discretion, to interruption and curtailment if a 
shortage of gas should occur at any point on the Panhandle system, such inter- 
ruption or curtailment to be made after deliveries to other customers on an 
interruptible or dump basis have been curtailed or interrupted. If the authority 
here sought could be granted, and the Examiner concludes that it cannot be 
given, the question would still remain as to whether Panhandle’s proposal to 
serve an uninterruptible supply of gas, subject to Panhandle’s right to curtail 
or interrupt, would create an undue preference or advantage to some cus- 
tomers and subject other customers to undue prejudice or disadvantage, or 
constitute the maintenance of unreasonable differences in rates, charges, serv- 
ice or facilities, either as between localities or as between classes of service. 

Under the Commission’s policy and practice, as reflected in its decisions, it is 
clear that the proposed arrangement for the final stage of transporting the gas 
and actually delivering it to DeKalb, if authorized, would render Citizens Gas 
Company a “natural-gas company” under the Act, since that Company would 
then become and be a transporter for hire of natural gas in interstate com- 
merce (Texas Illinois Natural Gas Pipe Line Co., Op. 216, 10 F. P. C. 235, at p. 
242; and compare Commission order issued July 15, 1952 In the Matter of 
Citizens Gas Company, Docket No. G-1868, 11 F. P. C. 1128). 

Inasmuch as Citizens Gas Company has neither sought nor obtained a certifi- 
cate of public convenience and necessity from this Commission for the transpor- 
tation of natural gas in interstate commerce, in conformity with Section 7 of 
the Natural Gas Act, Panhandle is presently unable to make a lawful delivery 
of natural gas to DeKalb in the manner here proposed. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument of 
counsel, as well as upon the preceding portions of this intermediate decision, it 
is further found and concluded that: 

(1) Panhandle Eastern Pipe Line Company (Panhandle), a Delaware cor- 
poration having its principal office in Kansas City, Missouri, is a “natural-gas 
company” within the meaning of the Act, as heretofore found by the Commis- 
sion (4 FPC 1081). 

(2) On September 11, 1952, Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of jurisdiction in the matter set 
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forth therein, or (b) the issuance of a certificate of public convenience and 
necessity, pursuant to Section 7 of the Act, authorizing the natural gas service 
hereinafter described. 

(3) By written contract, Panhandle has engaged to sell and deliver natural 
gas to DeKalb Agricultural Association, Inc. (DeKalb), for use as fuel in the 
buyer’s corn-drying plant in Tuscola, Illinois, for a period of three years from 
the date of the first delivery of gas. 

(4) The contract provides that the gas sold shall be for use in the months 
of September, October, November and December, exclusively, for which the 
Buyer has agreed to pay Panhandle 35¢ per Mcf. 

(5)°The gas is to be delivered at the outlet side of Panhandle’s existing 
Town Border Station meter which is located about one-quarter mile south of 
the corporate limits of Tuscola, and into an existing lateral pipeline owned and 
operated by Citizens Gas Company (Citizens) that extends from said Town 
Border Station to a local gas distribution system in Tuscola, which is owned 
and operated by Citizens for distributing gas to ultimate consumers. 

(6) The gas distributed by Citizens in Tuscola is purchased from Panhandle 
for resale and is delivered to Citizens at said Tuscola Town Border Station. 

(7) The gas proposed to be sold by Panhandle to DeKalb, after its delivery 
at said Town Border Station into Citizens’ pipeline lateral, is transported by 
Citizens through such lateral and into its local distribution system in Tuscola 
and thence is delivered to the DeKalb plant where it is measured by means of 
facilities installed, owned and operated by Citizens. For such transportation 
service DeKalb has agreed to pay Citizens 10¢ per Mcf for all gas so delivered. 

(8) No new or additional pipeline or appurtenant facilities need to be in- 
stalled or acquired by Panhandle to enable it to render the proposed service to 
DeKalb. 

(9) The transportation service proposed to be rendered by Citizens Gas Com- 
pany, as stated in finding (7) hereof, would, if authorized and performed, ren- 
der Citizens Gas Company a “natural-gas company” under the provisions of the 
Natural Gas Act. 

(10) Citizens Gas Company has neither sought nor obtained a certificate of 
public convenience and necessity from this Commission, pursuant to Section 7 
of the Natural Gas Act, authorizing it to perform the transportation service 
described in finding (7) hereof. 

(11) Panhandle is presently unable to make lawful delivery of natural gas 
to DeKalb Agricultural Association, Inc., in the manner and through the facili- 
ties as here proposed. 

(12) The natural gas service proposed by Panhandle to be rendered to DeKalb 
in the manner and through the facilities of Citizens Gas Company is not re- 
quired by present public convenience and necessity. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided by its Rules of Prac- 
tice and Procedure, that the application be and it is hereby dismissed. 


MakvIn FAgRINGTON, 
Presiding Examiner. 
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In THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY and PANHANDLE EAST- 

ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 

PANY, CITIZENS FUEL GAS COMPANY, CITIZENS GAS COMPANY, and 
MICHIGAN GAS UTILITIES COMPANY 


Upon an Application for Disclaimer of Jurisdiction or, in the Alternative, for a 
Certificate of Public Convenience and Necessity 


Docket No. G-2050 (consolidated with Docket Nos. G-1767, G-2035, G-2040, 
G-2047, G-2048, G-2049, and G-2091) 


June 12, 1953 * 
Syllabus 


Commission denies Panhandle’s application for a certificate under Section 7 
of the Natural Gas Act. P. 6655. 


William C. Keefe, G. R. Redding, Robert M. Morgenthau, and William QL. 
Miller for Panhandle Eastern Pipe Line Co. 

Richard J. Connor, Christopher T. Boland, and William L. Shea for Citizens 
Fuel Gas Co. 

Cecil A. Runyan for Southeastern Michigan Gas Co. 

W. C. Huans for Michigan Gas Utilities Co. 

Louis Flag for the staff of the Federal Power Commission. 


FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Company 
(Panhandle) filed seven applications pursuant to Section 7 of the Natural Gas 
Act (Act) in all but one of which it seeks, in the alternative, (a) a disclaimer 
by the Commission of jurisdiction in the several matters pleaded therein or 
(b) issuance of a certificate of public convenience and necessity authorizing (i) 
a proposed natural gas service to industrial consumers, either directly or 
through local company pipeline facilities; (ii) the construction and operation, 
or the acquisition and operation, of the facilities described in the application 
for the purpose of rendering natural gas service on an interruptible, or firm and 
interruptible, or dump basis, to industrial consumers in Illinois, Indiana, and 
Michigan. 

By order issued November 21, 1952, these seven docketed proceedings were 
consolidated, for purposes of hearing, with an investigational proceeding (Docket 
G-2091) instituted by the Commission’s said order of November 21, 1952 re- 
specting the validity of certain practices by Panhandle. Such order also set the 
consolidated proceedings for public hearing commencing December 16, 1952, 
at which time such hearing was begun before the undersigned Examiner and 
concluded December 29, 1952 insofar as these eight dockets are concerned. 

This intermediate decision relates only to the subject matter of the applica- 
tion in Docket No. G-2050. An intermediate decision in three of the remaining 
dockets is being filed concurrently herewith. 

Panhandle proposal.—This Docket (G-2050) involves a proposed dump gas 
service to the paper manufacturing plant of Monroe Paper Products Company 
(Monroe Products) at Monroe, Michigan. Both the Staff and the Intervenors, 
National Coal Association, et al.t oppose granting the authority requested by 
Panhandle. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued in Opinion No. 274, supra, p. 301. 
2 United Mine Workers of America, Fuels Research Council, Inc. 
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While the Michigan Gas Utilities Company appeared at the hearing (T. 387), 
it did not participate, and announced it would have no evidence to offer. 

No new or additional pipeline facilities are to be acquired or installed to en- 
able Panhandle to render the proposed service. Panhandle’s contention that this 
Commission should disclaim jurisdiction is without merit. See disposition of 
this question in the intermediate decision filed this day in Docket G—1767, one of 
the proceedings consolidated herein. 


STATEMENT OF FACTS BASED ON THE EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the State 
of Delaware with its principal office in Kansas City, Missouri, and owns and 
operates an integrated natural gas pipeline system situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma 
and Kansas. Its pipeline system extends from Texas to its northern termini 
in Michigan. In connection with the operation thereof, the company owns 
facilities appurtenant thereto and is engaged in the transportation of natural 
gas in interstate commerce, and the sale of natural gas in interstate commerce 
for resale for ultimate public consumption for domestic, commercial, industrial 
and other uses; and also in the sale and delivery of natural gas directly to 
industries and others for their own consumption. The company has been de- 
termined to be and now is a natural gas company as defined in the Act.* 

Under date of July 21, 1952, Panhandle entered into a contract with Monroe 
Products for natural gas service to that company on a supplementary and dump 
basis for a period of 3 years from the beginning of service. The supply is to be 
supplementary to the interruptible service presently provided Monroe Products 
by the Michigan Gas Utilities Company (Michigan Utilities), the public utility 
which presently renders a local natural gas service in the city of Monroe and 
its immediate environs. Panhandle has agreed that when it has gas available it 
will supply Monroe Products amounts up to 3,000 Mcf per day (inclusive of the 
interruptible supply furnished by Michigan Utilities). Panhandle’s proposal to 
Monroe Products is to sell gas that it has available for sale in excess of the 
volume required to meet its own firm and annual contract volume service de- 
mands. Monroe Products’ normal requirement presently approximates 2,800 Mcf 
per day. The total monthly commitment, if gas is available, is approximately 
71,000 Mcf. 

Michigan Utilities is a resale customer of Panhandle from whom it buys a 
gas supply not only for resale to consumers in the city of Monroe and adjacent 
territory but also for its industrial customer, Monroe Products, to whom it now 
sells, on an interruptible basis, approximately 1,500 Mcf daily. 

The supply of dump gas will be delivered at the Monroe city-gate meter and 
regulator station of Panhandle into the lateral pipe line owned and operated 
by Michigan Utilities, which will transport such gas to the plant of Monroe 
Products where it will be used for firing two of that concern’s four steam boil- 
ers. Two boilers will be held in reserve ready for firing with coal so that the 
supply of gas can be completely interrupted on relatively short notice without 
interfering with the manufacturing operations of this company. 

Paragraph 29 of the Panhandle contract with Monroe Products reads: 

29. Deliveries of gas to Buyer hereunder shall be on a temporary or dump 
basis and shall be made only on such days as (a) no curtailment step is 
in effect on Seller’s pipe line system, (b) when Seller has gas available in 


24 FPC 1081. 
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excess of its commitments to other customers to whom gas is being sold 
on other than a temporary or dump basis, and (c) when pressure con- 
ditions on Seller’s pipe line system permit deliveries of dump gas to 
Buyer; accordingly, the obligations of Seller to deliver and sell gas here- 
under shall at all times be subject to Seller’s right to suspend deliveries of 
gas hereunder, for any period or periods of time, if it is unable to deliver 
gas for any of the aforesaid reasons. Seller shall have no obligation to de- 
liver gas to Buyer hereunder if such deliveries of gas will interfere with 
deliveries of gas by Seller to Michigan Gas under an agreement dated July 
8, 1951, or will interfere with sales of gas by Michigan Gas to its other cus- 
tomers. 


Panhandle entered into a letter contract dated July 21, 1952, with Michigan 
Utilities to provide for the transportation and delivery of the gas hereinbefore 
described. This arrangement also recognizes a normal sale of interruptible gas 
in the amount of 1,500 Mcf daily to Monroe Products by Michigan Utilities on 
its own behalf. If this latter volume has to be curtailed, advance notice must 
be given by Michigan Utilities to Panhandle. In all cases, the amount of inter- 
ruptible gas to be sold Monroe Products by Michigan Utilities is to be deducted 
from the total amount delivered to Monroe Products in order to determine the 
balance sold Monroe Products by Panhandle. 

The Panhandle-Monroe contract provides for the payment of 30¢ per Mcf by 
Monroe Products for all gas delivered thereunder. The contract between Michi- 
gan Utilities and Monroe Products provides for the payment of the same price. 
The agreement between Panhandle and Michigan Utilities provides for the pay- 
ment of 1¢ per Mcf to Michigan Utilities for all gas transported by it to Monroe 
Products for the account of Panhandle. 

Position of Michigan Commission.—The Public Service Commission of Michi- 
gan, on application by Panhandle, has approved this proposed service by Pan- 
handle by a formal order entered August 26, 1952. Notwithstanding such ap- 
proval, the Michigan Public Service Commission intervened in these proceedings 
and appeared by counsel at the hearing who stated* that that agency had also 
intervened in the Panhandle proceedings at Docket Nos. G-1116 and G-1317, 
et aL, to set forth its position that Panhandle should be required to offer to its 
utility customers interruptible gas for resale under an interruptible rate 
echedule. Such counsel stated that this Commission in its order issued June 12, 
1951 did require Panhandle to file interruptible schedules and that such 
schedules have been filed as I-1, I-2 and I-3, the first mentioned of which is 
applicable to the Michigan zone. Counsel further stated that Panhandle had 
been before the Michigan Commission and obtained a certificate of public con- 
venience and necessity for service to Monroe Products and that such service was 
to be and is rendered through the facilities of the local utility, Michigan Gas 
Utilities Company, and, furthermore, that in such state proceeding Panhandle 
had specifically stated that it was not supplying, and did not have any gas 
available to supply, service under the I-1 schedule. And finally, that the 
Michigan Commission adheres to the position it took in the G-1116 proceedings, 
and now states that if interruptible gas is available on a pipeline, it should be 
made available for resale by the utilities in their respective territories. With 
respect to the jurisdiction of the Federal Power Commission over the local 
utility, in this instance, Michigan Gas Utilities Company, the Michigan Com- 
mission takes no position other than to state that the exercise of jurisdiction by 
the federal commission will not in any way improve the regulation of the busi- 


*T. 417, et seq. 
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ness of such local utility and that regulation should be left to the state com- 
mission. 

Michigan Utilities’ limitations.—Michigan Utilities cannot supply the entire re- 
quirements of Monroe Products, but the sale by it to Monroe Products of vol- 
umes up to 1,500 Mcf per day on an interruptible basis will greatly improve its 
own load factor and consequently tend to lower the cost of gas purchased by it 
from Panhandle under the latter’s demand and commodity Rate Schedule G-1. 
There is no substantial evidence that Michigan Utilities has sought to buy from 
Panhandle on an interruptible basis the volume it would require to meet the 
entire requirements of its industrial customer, Monroe Products. It is con- 
ceded by Panhandle that it has not offered to its resale customers any of the 
excess gas it has and does not require for its firm and annual contract volume 
service customers. 

The lateral pipeline owned and operated by Michigan Utilities through which 
gas from Panhandle’s main line is transported to Monroe Products, and also to 
its local distribution system in the city of Monroe, is a 6-inch pipe extending 
from such main line about 4 miles into the city of Monroe and the local dis- 
tribution system and thence through a smaller lateral line to Monroe Products’ 
paper plant. 

Proposed use of gas.—Monroe Products manufactures paperboard which is 
used to make shipping containers. It presently desires to purchase and use 
natural gas as a boiler fuel for economic reasons and so as to eliminate com- 
plaints on the part of residents of the immediate area in which the plant is lo- 
eated which are caused by the emission of fly ash from the plant’s smokestacks 
when coal is used to fire the boilers. 

The paper plant is located just within the city limits of Monroe, Michigan, and 
has been so located since the year 1920. It now uses two of its four boilers for 
the generation of steam, all of which were originally designed to burn coal, and 
being kept as a standby during repairs of the grates. Two of the boilers are 
now equipped with gas burners. The steam thus generated is used to provide 
electric power for the operation of paper-making machinery in the plant and 
the residue or exhaust steam is used for drying paper products. Boilers were 
equipped with so-called underfeed stokers until about four years ago, when 
spreader stokers were substituted. The conversion from underfeed stokers to 
spreader stokers was dictated solely by a desire to burn cheaper coal. 

In the last six or seven years some limited residential developments have 
taken place in the immediate vicinity of the plant and occupants of such de- 
velopments have complained that fly ash emitted from the smokestack of the 
Company’s plant has fallen upon their property and created a nuisance. By 
reason of this condition officials of the City of Monroe have also complained 
to Monroe Products concerning the fly ash nuisance. No fly ash difficulty was 
experienced while the Company was using underfeed stokers, but with the in- 
stallation of the spreader stokers fly ash troubles were created. 

In 1950 or 1951, in an endeavor to correct the situation, dust or fly ash col- 
lectors were installed in the plant at a cost it is said of $30,000. The installa- 
tion of such fly ash collectors, however, did not eliminate the complaints from 
residents in the area which have continued, periodically, since that time. The 
Company has been “cited” by the City authorities five or six times since a smoke 
nuisance ordinance was passed by the City of Monroe in 1946, but no fines have 
been assessed and no court action taken. 

To keep peace with the residents, Monroe Products started in early 1952 to 
look for a supply of natural gas, and first sought a supply from Michigan 
Utilities. Its effort in this respect culminated in the consummation of the 





652 FEDERAL POWER COMMISSION 


contracts between Panhandle, Michigan Utilities and the paper company. Gas 
burners were installed in two of the four steam boilers at a claimed cost of 
$15,000, and natural gas was first turned on for use in such boilers on Novem- 
ber 5, 1952. The gas was used in two of the boilers until November 28, 1952, 
when Michigan Utilities advised Monroe Products that it could supply gas 
only for one boiler. Since that time the paper company has been using gas in 
one of its boilers and coal in the others, because two boilers are required to be 
kept in operation to meet its requirements on a 24-hour day, 5 days per week 
basis. 

Monroe Products is presently burning Ohio coal at $7.92 per ton, whereas with 
the underfeed stokers it formerly used Kentucky and West Virginia coal at 
approximately $1.00 a ton higher in price, inclusive of cost of transportation, but 
exclusive of costs of handling after delivery at the plant. Ohio coal has a 
thermal value of 12,000 Btu per pound, and a stock pile of coal is presently 
carried of about 3,500 tons. When considered solely on a Btu basis and allow- 
ing the contract average of 1,000 Btu per cubic foot for natural gas, the price 
advantage to Monroe Products in purchasing such gas over a ton of the grade 
of coal presently used would be approximately 72¢ per ton. The Company is un- 
willing to purchase and use public utility electricity and thus eliminate all fly 
ash difficulties because it would be economically impossible for the Company to 
purchase power and compete with its competitors. 

There is evidence showing that coal is burned in large plants for steam gen- 
eration in many cities, such as Cleveland, Ohio, where by ordinance fly ash 
collectors are required. Some such generating plants are in close proximity 
to rather exclusive residential areas in adjoining suburban areas. 

If Monroe Products does not obtain natural gas for boiler fuel from Pan- 
handle, it will continue to fire one of its boilers with the natural gas received 
from Michigan Utilities except when such gas is curtailed because of the larger 
demands by that utility’s firm customers during extremely cold weather. In 
such event, coal would be used as standby fuel for the gas-burning boiler and 
as the exclusive fuel for one other boiler. Under such circumstances, to the 
extent that fly ash is a nuisance, it would perhaps be reduced by about one- 
half, but would not be wholly eliminated. 

Panhandle’s limitations.—The proposed transportation arrangement between 
Panhandle and Michigan Utilities, if it is to become legally effective, subjects the 
latter to the necessity of procuring a certificate of public convenience and neces- 
sity from this Commission in conformity with the provisions of Section 7 of the 
Act.‘ Michigan Utilities has not filed an application for such a certificate 
authorizing it to transport for hire the gas that Panhandle proposes to sell and 
deliver to Monroe Products. The conclusion necessarily follows that Panhandle 
is not presently able to do the acts and to perform the service proposed and to 
conform to the provisions of the Natural Gas Act, as amended, and the re- 
quirements, rules and regulations of the Commission thereunder. 


PUBLIC CONVENIENCE AND NECESSITY VERSUS PRIVATE CONVENIENCE 


Even though Michigan Utilities were now seeking authorization from this 
Commission to transport natural gas from Panhandle’s main pipeline to the 
Monroe Products plant, disposition of the question of public convenience and 
necessity, which is inherent in all certificate proceedings under Section 7, would 
remain for consideration and determination. 

It is quite evident from the facts disclosed by the evidence, as hereinbefore 
set forth, that Monroe Products has been engaged in its business at its present 


“Mt. Morris Gas Co., Docket No. G-413, 3 FPC 818. FPC Opinion 216, Teras Illinois 
Natural Gas Pipeline Co., Docket No. G—1246, 10 F. P. C. 235, at p. 243; FPC Order In 
the Matter of Citizens Gas Co., Docket G—-1868, 11 F. P. C. 1123. 
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plant site for 30 years and has used as its sole fuel coal from West Virginia and 
Kentucky, and more recently from the Ohio mines. Some 3 or 4 years ago in 
an effort to reduce its costs of operation by using a less expensive coal, it dis- 
placed, at considerable expense, the so-called underfeed stokers (usable only for 
the southern coal) then in its boilers with spreader stokers which permitted 
the Company to use a less costly coal from Ohio mines. It was then that the 
so-called fly ash trouble began. To remedy that, the Company then installed, 
at a substantial cash outlay, fly ash collectors, which are claimed to be, and are 
generally regarded as, about 85% efficient. In any event, they met the standard 
fixed by the municipal ordinance of the city. Even so, Monroe Products con- 
tinued to receive complaints from nearby residents as well as from the city 
authorities. Having now invested substantial moneys, first to permit the use 
of cheaper coal, and then to install fly ash collectors, Monroe Products now seeks 
to use natural gas solely for economic reasons. The use of gas will eliminate all 
fiy ash if both boilers are fired with gas. The 1,500 Mcf of gas presently ob- 
tained from Michigan Utilities is adequate to fire one boiler and thus to that 
extent it will reduce fly ash. If the second boiler can be fired with gas from 
Panhandle, as here proposed, all fly ash will be eliminated while gas is used. 
If gas is wholly interrupted, there will of necessity be a return to the use of 
coal in both boilers and consequently some fly ash probably will fall again. 

The evidence here does not present the situation of an industry whose product 
is presently essential to the current needs of National Defense. Natural gas is 
not wanted because Monroe Products’ activities in any manner require con- 
centration of heat, flexibility of control and uniformity of results, for which 
the use of natural gas is peculiarly adapted. Natural gas is sought for boiler 
fuel because even on a Btu content it will be slightly cheaper than coal, either 
from the mines of Ohio or Kentucky and West Virginia, and its use will either 
materially reduce or wholly eliminate fly ash, with the consequent reduction of 
complaints from the residents of the immediate area, depending on whether 
one or two boilers is fired with gas. 

The City of Monroe is not a large city, either in area or population. There is 
some detailed testimony respecting the area and immediate environment of the 
paper plant. The small map in evidence (Exh. 35) shows the plant to be in the 
far northwest corner of the city, very near the city’s limits. The Raisin River 
flows about midway through the city and empties into Lake Erie. The princi- 
pal industries in the city are located along the lake front and use coal ex- 
clusively. Adjacent to the paper plant there is another manufacturer produc- 
ing frames for upholstering in the automotive industry, which uses natural 
gas in its operations that is obtained from Michigan Utilities. The record is 
silent as to the volume so used, whether the supply is firm or interruptible, and 
the particular use to which gas is put. 

An informed source some years ago declared that the general use of natural 
gas under boilers for the production of steam is, under most circumstances, of 
very questionable social economy.® 

The Supreme Court of Illinois has said that “the convenience and necessity 
which the law requires to support the Commission’s ‘order is the convenience 
and necessity of the public as distinguished from that of an individual or any 
number of individuals.” * 

It is quite clear to the Examiner from this record that only a small fraction 
of the population of Monroe, Michigan—those residents in the immediate neigh- 
borhood of the paper plant—is troubled with fly ash and has complained to city 
authorities. And as to them, it is an incontrovertible fact shown by the evidence 


®* FPC 20th Ann. Rept. 
* Choate v. Ill. Com. Comm., 141 N.E. 12, 16. 
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that the fly ash nuisance can be wholly abated without the use of natural gas 
if Monroe Products returns to the consumption of West Virginia or Kentucky 
coal and the restoration and use of the underfeed stokersthat were originally 
used. 
The question here is not whether the granting of the application will be for 
the convenience and accommodation of some of the public in Monroe, but whether 
it will be for the convenience, accommodation and advantage of the public 
generally in that city, considered as a whole.’ 

The Examiner concludes that on the evidence adduced, public convenience and 
necessity will not be subserved by granting the authority sought by Panhandle. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs of argument 
and counsel, as well as upon the preceding portions of this intermediate de- 
cision, it is further found and concluded that: 

(1) Panhandle Eastern Pipe Line Company (Panhandle), a Delaware cor- 
poration having its principal office in Kansas City, Missouri, is a “natural-gas 
company” within the meaning of the Act, as heretofore found by the Commis- 
sion (4 FPC 1081). 

(2) On September 11, 1952 Panhandle filed an application in the alternative 
seeking (a) a disclaimer by the Commission of its jurisdiction in the matter 
set forth therein, or (b) the issuance of a certificate of public convenience and 
necessity, pursuant to Section 7 of the Act, authorizing the natural gas serv- 
ice hereinafter described. 

(3) Panhandle entered into a written contract on July 21, 1952, with Mon- 
roe Paper Products Company (Monroe Products), which is engaged in the 
manufacture of paper products in Monroe, Michigan, wherein Panhandle agreed 
to sell certain quantities of natural gas on a temporary or dump basis at 30¢ 
per Mcf for use in Monroe Products’ plant at Monroe, for the term of three years 
beginning with the date of the first delivery of gas thereunder, upon the terms 
and conditions set forth in said contract. The supply of gas furnished under 
the contract is supplementary to such volumes of gas (not in excess of 1,500 Mcf 
per day) as are furnished Monroe Products by Michigan Gas Utilities Company 
(Michigan Utilities), the local distributing company in Monroe, Michigan. In 
no event shall Monroe Products have the right to purchase gas in excess of 
3,000 Mcf in any one day. 

(4) Deliveries of gas by Panhandle to Monroe Products are to be on a tem- 
porary or dump basis and shall be made only on such days as (a) no curtail- 
ment step is in effect on Panhandle’s system, (b) when Panhandle has gas 
available in excess of its commitments to other customers to whom gas is being 
sold on other than a temporary or dump basis, and (c) when pressure condi- 
tions on Panhandle’s system permit deliveries of dump gas to Monroe Products. 

(5) Panhandle has entered into an agreement with Michigan Utilities pro- 
viding for the transportation and delivery of the gas to Monroe Products under 
the terms of Panhandle’s contract with Monroe Products to deliver and sell such 
gas. For such transportation, Panhandle is to pay Michigan Utilities 1¢ per 
Mcf. Such agreement also provides that Michigan Utilities will sell the first 
1,500 Mcf of Monroe Products’ requirements each day and that Panhandle will 
sell the balance of such requirements amounting to approximately 1,300 Mef 
per day and 31,500 Mcf per month; and in the event of curtailments or interrup- 


7 Beaver Valley Service Co. vs. Penna, P. 8. C., 180 Atl. 304 at 306; principle affmd. in 
Service Gas Co. vs. P. 8. C., 199 Atl. 653 at 658. 
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tions by Michigan Utilities, Panhandle may deliver all of Monroe Products’ 
requirements. 

(6) No facilities of any kind are required to be constructed or acquired by 
Panhandle in order to make the proposed sale to Monroe Products. The gas 
will be delivered by Panhandle to Michigan Utilities at the outlet side of Pan- 
handle’s existing metering and regulating station located near Monroe, Michi- 
gan, at which gas is presently delivered to Michigan Utilities for resale, and 
will be transported by Michigan Utilities through its distribution facilities to 
Monroe Products. 

(7) The delivery of natural gas from Panhandle’s main line into the fa- 
cilities of Michigan Utilities and its transportation by such utility from such 
point and delivery to the paper plant of Monroe Products will constitute trans- 
portation of natural gas in interstate commerce for which service Michigan 
Gas Utilities Company must, prior to rendering such service, obtain a certificate 
of public convenience and necessity pursuant to the provisions of Section 7 of 
the Natural Gas Act. 

(8) Panhandle is unable properly to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, as amended, 
and the requirements, rules and regulations of the Commission thereunder. 

(9) The proposed sale and delivery of natural gas on a temporary or dump 
basis by Panhandle to said Monroe Paper Products in the volumes and under 
the conditions hereinbefore set forth is not required by present public con- 
venience and necessity, and a certificate therefor should not issue. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that the application for a certificate of public convenience 
and necessity be and the same is hereby denied. 

MARVIN FARRINGTON, 
Presiding Examiner. 


IN THE MATTERS OF 


PANHANDLE EASTERN PIPE LINE COMPANY and PANHANDLE EAST- 

ERN PIPE LINE COMPANY, SOUTHEASTERN MICHIGAN GAS COM- 

PANY, CITIZENS GAS FUEL COMPANY, CITIZENS GAS COMPANY, and 
MICHIGAN GAS UTILITIES COMPANY 


Upon Separate Applications for Certificates of Public Convenience and Necessity 


Docket Nos. G—2040 and G—2048 (Consolidated with Docket Nos. G—1767, G—2085, 
G-—2047, G—2049, G—2050 and G—2091) 


July 2, 1953 * 
Syllabus 


Commission issues certificate under Section 7 of the Natural Gas Act to Pan- 
handle authorizing it to serve Citizens for resale to Bridgeport. 


William C. Keefe, OC. R. Redding, Robert M. Morgenthau, and William E£. 
Miller for Panhandle Eastern Pipe Line Co. 


* Initial decision became the final decision and order of the Commission by order of 
the Commission issued in Opinion No. 274, supra, p. 301. 
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Richard J. Connor, Christopher T. Boland, and William L. Shea for Citizens 
Gas Fuel Co. 

Cecil A..Runyan for Southeastern Michigan Gas Co. 

W. C. Euans for Michigan Gas Utilities Co. 

Louis Flav for the staff of the Federal Power Commission. 


FARRINGTON, Presiding Examiner: Panhandle Eastern Pipe Line Company 
(Panhandle) filed seven applications pursuant to Section 7 of the Natural Gas 
Act (Act) in all but one of which it seeks, in the alternative, (a) a disclaimer 
by the Commission of jurisdiction in the several matters pleaded therein or (b) 
issuance of a certificate of public convenience and necessity authorizing (i) a 
proposed natural gas service to industrial consumers either directly or in- 
directly through local company pipeline facilities; (ii) the construction and 
operation, or the acquisition and operation, of the facilities described in the 
application for the purpose of rendering natural gas service on either an inter- 
ruptible, or firm and interruptible, or dump, basis to industrial consumers in IIli- 
nois, Indiana, and Michigan. 

By order issued November 21, 1952, these seven docketed proceedings were 
consolidated, for purposes of hearing, with an investigational proceeding (Docket 
G-2091) instituted by the Commission’s said order of November 21, 1952 re- 
specting the validity of certain practices by Panhandle. Such order also set the 
consolidated proceedings for public hearing commencing December 16, 1952, at 
which time such hearing was begun before the undersigned Examiner and con- 
cluded December 29, 1952 insofar as these eight dockets are concerned. 

This intermediate decision relates only to the subject matters of the appli- 
eations in Dockets G—2040 and G-—2048. Intermediate decisions in Dockets 
G-1767, G—2035, G-2049 and G—2050 were filed on June 11, 1952. 


STATEMENT OF EVIDENCE 


Panhandle is a corporation organized and existing under the laws of the State 
of Delaware with its principal office in Kansas City, Missouri, and owns and 
operates an integrated natural gas pipe-line system situated in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio and Michigan. 

Panhandle produces natural gas from extensive leasehold acreage located in 
Texas and Kansas, and purchases natural gas produced in Texas, Oklahoma and 
Kansas. Its pipe-line system extends from Texas to its northern termini in 
Michigan. In connection with the operation thereof, the company owns facili- 
ties appurtenant thereto and is engaged in the transportation of natural gas in 
interstate commerce, and the sale of natural gas in interstate commerce for 
resale for ultimate public consumption for domestic, commercial, industrial and 
other uses; and also the sale and delivery of natural gas directly to industries 
and others for their own consumption. The company has been determined to 
be and now is a natural gas company as defined in the Act.* 

Docket G-2040.—Panhandle filed an application in Docket G-2040 on Septem- 
ber 4, 1952, wherein it seeks authorization from this Commission pursuant to 
Section 7 of the Act to render industrial gas service to Bohn Aluminum and 
Brass Corporation (Bohn). The application alleged that no new facilities of 
any kind would be required to be constructed, installed or operated by Pan- 
handle to enable it to effect the sale to Bohn. 

Docket G-2048.—This application, filed a week after the application was filed 
in Docket G—2040, alleges the making of a contract dated June 17, 1952 between 
Bohn and Panhandle for industrial gas service, the terms of which will presently 


14 FPC 1081. 
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be discussed; that by Paragraph 17 of such contract, Panhandle has engaged 
to construct additional pipeline and measuring facilities between its main 
Michigan pipeline and the city of Adrian, Michigan, to enable it to deliver the 
volumes of natural gas proposed to be sold on an interruptible basis to Bohn 
during the months of November through March of the winter seasons when Citi- 
zens Gas Fuel Company (Citizens) is purchasing increased volumes of gas on a 
firm basis pursuant to its service agreement with the pipeline. It is further 
alleged, and the evidence tends to prove, that the estimated total cost of con- 
struction of such facilities is $110,000, which amount will be advanced in the 
first instance by Panhandle from current funds on hand. 

The facilities to be constructed and for which Panhandle seeks a certificate 
of public convenience and necessity pursuant to Section 7 of the Act, are de- 
scribed as follows: 

5.5 miles of 6 inch o. d. steel welded lateral pipeline, such lateral pipeline to 
parallel a portion of existing pipeline facilities on Panhandle’s Adrian lateral 
pipeline, extending from Panhandie’s main Michigan pipeline to Adrian, Michi- 
gan, as indicated on map describing such facilities, which is attached to the ap- 
plication as Exhibit B; together with such additional measuring and regulating 
facilities as are necessary to measure the volumes of gas through said lateral 
pipelines. 

Proposed gas service.—The two dockets now considered, taken together, present 
but one proposal to render an industrial gas service to Bohn at Plant No. 24 
located in Adrian, Michigan. The plant is operated by Bohn under and by virtue 
of a contract or facility lease with the Department of the Air Force of the 
United States for the production of critical defense and other material for the 
U. 8. Air Force and civilian production under priority orders. Under the con- 
tract, the gas will be delivered initially by Panhandle to Bohn at the outlet side 
of Panhandle’s existing Town Border Measuring Station into existing pipeline 
facilities owned and operated by Citizens and then actually delivered by Citi- 
zens through its system facilities to Plant No. 24, the point of delivery under a 
contract between Bohn and Citizens being the outlet side of Citizens’ pressure 
regulator located at such plant. 

Citizens is and for many years has been a natural gas distributor owning and 
operating a high pressure trunk line and distribution pipeline system in Adrian, 
Michigan, and procuring its firm gas supply from Panhandle for resale in ac- 
cordance with the latter’s Gas Tariffs on file with this Commission. Deliveries 
of such resale gas have been and are being made at the outlet side of Panhandle’s 
Town Border Station which is located adjacent to the boundary limits of Adrian. 

It is further alleged in the application (G—2040) that “additional facilities 
may be required to meet the demands of Citizens with the advent of the winter 
season of 1952-1953 and to continue service to Bohn”, and that such facilities 
would be the subject of a separate application soon to be filed with this Com- 
mission. Such an application was filed September 11, 1952, as previously stated. 

The contracts.—The evidence shows that Panhandle entered into an indus- 
trial gas contract with Bohn under date of June 17, 1952, whereby it agreed to 
supply interruptible natural gas service to Bohn for three years commencing 
with the date of the first delivery of gas thereunder, at 35¢ per Mcf. The con- 
tract provides for maximum daily volumes of gas up to 2,200 Mcf in any one day, 
or 135 Mcf in any one hour, provided, however, that all gas so sold is to be over 
and above a maximum volume of 200 Mef in any one day that shall be purchased 
daily by Bohn on a firm basis from Citizens. The-contract also obligates Pan- 
handle to construct such additional pipeline and measuring facilities as will 
enable it to perform its contracts with Bohn and with Citizens, and obligates 
Bohn to pay Panhandle $85,000 toward the cost of such construction work. 
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While the contract provides that delivery of the gas to Bohn shall be at the out- 
let side of Panhandle’s existing Town Border Station, a separate letter-agree- 
ment was made between Panhandle and Citizens for the delivery by Citizens 
of such interruptible gas from the Town Border Station to Plant No. 24, a dis- 
tance of about two miles. 

Contemporaneously with the execution of these two contracts, Citizens entered 
into a formal agreement with Bohn which provides for the delivery by Citizens 
of the interruptible gas received from Panhandle, and as compensation for such 
service Bohn agrees to pay Citizens “a delivery charge for such interruptible 
gas purchased from Panhandle equal to eight cents per Mcf for the first 17,600 
Mcf and six cents per Mcf for that gas delivered in excess thereof, in any one 
month.” Such agreement also provides for the continuation of natural gas serv- 
ice on a firm basis by Citizens to Bohn to the extent of 200 Mcf per day. 

The preamble clauses of the agreement between Citizens and Bohn recite that: 
although Citizens has adequate facilities in the City of Adrian to deliver 
gas to Bohn and is able to supply the present gas requirements of Bohn, 
and, as far as its facilities are concerned, any anticipated needs of Bohn, 
it will nevertheless be necessary for Citizens, if it is to meet Bohn’s expand- 
ing needs, to obtain an increase in its supply of gas from Panhandle suf- 
ficient to meet such needs, which, under present circumstances, would re- 
quire Citizens entering into a new long term service agreement with Pan- 
handle whereby it would be obligated to pay a demand charge on in- 
creased volumes of gas, which it would supply to Bohn; and * * * 
WHEREAS, Bohn is able to obtain a supply of gas on a temporary basis 
directly from Panhandle, which will make it unnecessary for Citizens to 
enter into a contract with Panhandle for such increased volumes of gas 
with demand charges incident thereto, provided Citizens delivers such gas 
to Bohn Plant No. 24 for Bohn; * * *.(italics supplied) 

Thereafter, under date of July 7, 1952, Panhandle addressed a letter to 
Citizens in which reference is made to its agreement with Bohn to construct ad- 
ditional pipeline and measuring facilities near Adrian, Michigan, which it was 
said would benefit the Citizens Company and made it appropriate for Citizens to 
pay a portion of the cost of such new facilities. Accordingly, Panhandle pro- 
posed that Citizens pay Panhandle, out of the delivery charges to be collected 
from Bohn, 1%¢ for each Mcf of interruptible gas delivered by Citizens to 
Bohn, such payments to be made monthly. It further stated that Citizens 
should have no obligation to pay any amount except out of such delivery charges. 
Citizens accepted the proposal under date of July 9, 1952. 

Promptly after the execution of these contracts, Panhandle applied to the 
Public Service Commission of Michigan for a certificate authorizing this pro- 
posed service to Bohn, and on August 26, 1952 that regulatory agency, after 
hearing, entered an order with findings granting the authority, with qualifica- 
tions, which was received in evidence in the instant hearing. The following 
excerpt is taken from that agency’s findings and order: 

Panhandle has represented that it does not have any gas for sale under 
its I-1 Rate Schedule. F. P. C. Gas Tariff, Original Volume No. 1, filed with 
the Federal Power Commission, which tariff purports to provide for the 
sale of interruptible gas to utilities for resale. It is, however, represented 
that Panhandle will have on an average day in the winter time at least 
70,000 Mcf excess over its present commitments, and a greater amount of 
excess in the summer time, this gas being available to supply Bohn the re- 
quirements under the contract hereinbefore referred to. 

The existing facilities of Panhandle Eastern Pipe Line Company and Citi- 
zens Gas Fuel Company-are sufficient to begin immediate deliveries under 
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the contracts. Panhandle’s lateral supplying Adrian, however, is inadequate 
to supply the Bohn contract when Citizens is taking its full volumes of firm 
gas supply from Panhandle on the G-1 Rate Schedule. Panhandle has, 
therefore, agreed with Bohn that it will add sufficient lateral pipe line 
capacity to enable it to deliver the volumes of gas required under the 
contract and it is represented by Panhandle that if proper governmental au- 
thority can be secured in time, it will be possible to have this additional 
capacity available late this fall. 

In the instant hearing, the testimony of officers of both Panhandle and Citizens 
confirms the fact that shortly before these 38-way contracts were executed, Pan- 
handle did inform Citizens, when that company sought to purchase interruptible 
gas for resale, that it was not selling interruptible gas “at that time” under the 
“TI” schedules of its tariff. The testimony of the Citizens company official also 
confirms the recitation in the preamble of the Citizens-Bohn contract respecting 
the adequacy of the capacity of Citizens’ system pipelines to meet all present and 
anticipated gas requirements of Bohn at Plant No. 24. The testimony of Pan- 
handle’s official, who verified the original application that alleged that no new 
facilities would be required to serve Bohn, deals with the inadequate capacity of 
Panhandle’s Adrian lateral to deliver gas for both Citizens and Bohn during 
the winter season. It was this situation, fully known to Panhandle’s official 
when the original application was filed, that led Panhandle to exact from Bohn 
a contribution of $85,000, and also to require Citizens to pay approximately 
$25,000 in the three-year period, towards the cost of constructing a partial loop- 
ing of the Adrian lateral and additional measuring facilities at the city gate. 

It seems quite obvious that all that Citizens needed to take care of Bohn’s 
current and anticipated requirements for interruptible gas was a supply of such 
gas from Panhandle which it has covenanted in its “I” rate schedules to sell 
to its utility customers for resale from any excess gas it has over and above that 
needed to meet the requirements of its own contract demand customers. That 
it had such excess gas in volumes far beyond that which Citizens sought to buy, 
is an admitted fact. 

Contract contribution credits —Under the Panhandle-Bohn contract, Bohn is 
to receive a credit of 5¢ for each thousand cubic feet of interruptible gas that 
is purchased and delivered to it to apply upon its agreed contribution of $85,000 
towards the cost of construction of Panhandle’s new facilities at the city gate. 
Under the separate letter agreement, drawn by Panhandle three weeks after 
the main agreements were executed, Citizens is to pay Panhandle, as its con- 
tribution towards the cost of such construction, at the rate of 144¢ per Mcf of 
interruptible gas delivered to Bohn by Citizens. The letter agreement recites 
that such contribution is to come out of the so-called delivery charge collected 
by Citizens from Bohn. 

It is estimated by Panhandle in its G-2048 application for a certificate to 
construct the new facilities, that, at the rate of 144¢ per Mcf, Citizens will have 
paid Panhandle in the course of 3 years the sum of $25,000. In that period, 
then, the two contributions will total $110,000, which is the estimated total cost 
of the looping and additional measuring facilities needed by Panhandle to en- 
able it to perform both its 1951 service agreement with Citizens and its 1952 
agreement with Bohn. 

The reason for the contribution by Citizens, as stated in the July 7, 1952 let- 
ter agreement with Panhandle, is that the looping of the Adrian lateral and the 
additional measuring facilities at the city gate will benefit Citizens, since such 
looping will then provide an additional daily delivery capacity in Panhandle’s 
pipelines at the city gate of about 3,200 Mcf, of which volume 2,200 Mcf is in- 
tended for the volume Panhandle has engaged to sell and deliver to Bohn, and 
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that the difference between such volumes, viz.: 1,000 Mcf, is for the future 
growth of Citizens’ demgnd for gas on a firm basis under the G-1 rate schedule. 
When Citizens’ official was on the witness stand, nothing was elicited from him 
with respect to future growth or an imminent increased demand for gas under 
that rate schedule. Since Citizéns is required by Panhandle’s refusal to sell 
interruptible gas under the “I” schedules, to buy all its gas for resale under the 
G-1 rate schedule, it would seem that the company’s business would have to 
grow very rapidly to absorb the additional 1,000 Mcf of Panhandle’s daily 
capacity to deliver at the city gate. 

Citizens’ gas system.—The company’s high pressure trunk line and distribu- 
tion system serves the city of Adrian, Michigan, and three townships that adjoin 
the city, and consists of high, intermediate and low pressure pipelines, and 
regulators to lower pressures for the distribution lines for residential consum- 
ers. The high pressure lines are 6-inch and 4-inch main pipelines, with pres- 
sures varying from 50 psi to 100 psi, while pressures in the intermediate lines 
range from 1 psi to 20 psi. 

The 6-inch line extends from the city gate southwardly to the locations of the 
Bohn Plants No. 24 and No. 3 and to other industrial plants in that vicinity. 
At the point where the 6-inch line reaches Bohn Plant No. 3, it branches east- 
wardly to the Winter Street Control Station, about midway of the city; at Plant 
No. 3 it continues southwardly to Plant No. 24. Winter Street Control Station 
is the point where the greater part of the gas is sent into the low pressure sys- 
tem lines. 

The 4-inch line extends from the city gate in an eastwardly direction to Win- 
ter Street Control Station, and then continues beyond that station to supply the 
areas east, north and south of that station, by feeding gas into low pressure lines 
and also to serve two industrial customers. Citizens presently serves firm gas 
to 15 industrial consumers, inclusive of the two Bohn plants, from the high 
and the intermediate pressure lines. 

Gas received from Panhandle at its Town Border Station flows into these 
two high pressure pipelines. The function of both of these lines is to deliver 
gas to industrial consumers and also to feed gas into the smaller dimension 
intermediate and low pressure pipelines from which commercial and residential 
consumers are served. These 6-inch and 4-inch lines are indispensably neces- 
sary for the distribution system, irrespective of service to Plant No. 24. The 
6-inch line was laid in 1943 when Citizens was serving firm gas to Plant No. 
24, which was then in full operation. That plant closed down in 1948 but was 
reopened in the latter part of 1951. The 6-inch line was sized and planned to 
serve other consumers in that industrial area of Adrian because the system was 
then short on main pipelines for some of the industrial consumers. 

There is now ample main pipeline capacity in Citizens’ system to care for 
Bohn’s presently known gas requirements of about 2,000 Mcf per day, both on a 
firm and an interruptible basis. Citizens would have willingly purchased 
enough interruptible gas from Panhandle to supply Bohn’s requirements if it 
had been made available under the “I” schedules of Panhandle’s tariff. 

All gas for Citizens and for Bohn is delivered by Panhandle at the Town 
Border Station at a terminal pressure, before regulation, measurement and 
delivery, of 150 psi, and a delivery pressure of 125 psi. 

That portion of the gas delivered by Panhandle which is for Bohn’s Plant 
No. 24 then enters Citizens’ 6-inch high pressure trunk line and is transported 
to such plant where it is automatically measured by meters owned and op- 
erated by Citizens as it enters the plant. 

There is a continuous and uninterrupted flow of natural gas in interstate 
commerce from the Adrian lateral to and through Panhandle’s Town Border 
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Station and inte Citizens’ 6-inch high pressure trunk pipeline and thence to 
Bohn’s Plant No. 24 where delivery to the consumer occurs. 

Position of Michigan Public Service Commission.—Notwithstanding approval 
of the proposed service, qualified with respect to future inquiry into the reason- 
ableness of the rate to Bohn, the Michigan Public Service Commission inter- 
vened in these proceedings and appeared by counsel at the hearing who stated 
that that agency had also intervened in the current Panhandle proceedings at 
Docket Nos. G-1116 and G—1317, et al., to set forth its position that Panhandle 
should be required to offer to its utility customers interruptible gas for resale 
under an interruptible rate schedule. Such counsel stated that this Commis- 
sion in its order issued June 12, 1951 did require Panhandle to file inter- 
ruptible schedules and that such schedules have been filed as I-1, I-2 and I-3, 
the first mentioned of which is applicable to the Michigan zone. Counsel further 
stated that Panhandle had been before the Michigan Commission and obtained 
a certificate of public convenience and necessity for service to Monroe Products” 
and that such service was to be and is rendered through the facilities of the 
local utility (Michigan Gas Utilities Company at Monroe, and Citizens Gas Fuel 
Company at Adrian) ; furthermore, that in such state proceeding Panhandle had 
specifically stated that it was not supplying, and did not have any gas avail- 
able to supply, service under the I-1 schedule. And finally, that the Michigan 
Commission adheres to the position it took in the G-1116 proceedings, and now 
states that if interruptible gas is available on a pipeline, it should be made 
available for resale by the utilities in their respective territories. “With re- 
spect to the jurisdiction of the Federal Power Commission over the local utility, 
in this instance, Michigan Gas Utilities Company (and Citizens Gas Fuel Com- 
pany), the Michigan Commission takes no position other than to state that the 


exercise of jurisdiction by the federal commission will not in any way improve 
the regulation of the business of such local utility and that regulation should 
be left to the state commission.” 

Temporary permit.—Under date of October 23, 1952 the Commission sent 
Panhandle the following telegram: 


Subject to the terms and conditions hereinafter set forth, you are hereby 
granted temporary authority pursuant to Section 7 of the Natural Gas Act 
to construct and operate the facilities involved in your application at 
Docket No. G—2048, and you are likewise granted temporary authority at 
Docket No. G—2040 to sell and deliver up to 2200 Mcf of natural gas per 
day to Bohn Aluminum Brass Corporation at Adrian, Michigan on an in- 
terruptible basis. The character and priority of service for such de- 
liveries shall be identical with those specified in your Interruptible Service 
Rate Schedules “I” and in Section 16 of the General Terms and Conditions 
of your tariff filed with this Commission. Panhandle Eastern shall inform 
the Commission of the dates of first delivery and of the commencement and 
completion of construction. This action is based upon representations of 
the Department of Defense that it is necessary to promote the national de- 
fense effort and the authority granted herein shall in no event extend beyond 
the termination of Bohn’s present defense contracts. The authorizations 
herein granted are without prejudice to such disposition of the application 
for a certificate as the record may require. By direction of the Commis- 
sion. Commissioners Doty and Smith dissenting. 

G-2048 facilities constructed—The facilities hereinabove described for con- 
struction of which a certificate of public convenience and necessity is requested, 


# And Bohn also. 
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and for which qualified temporary authorization has been granted, have been 
installed and service is presently being made. 

Position of Citizens Gas Fuel Company.—This company did not intervene in 
the matters of the two dockets here considered, although it was represented by 
counsel during the hearing of these consolidated matters and adduced the testi- 
mony of its president and offered in evidence the map of its pipeline system, 
having it marked as an exhibit in the investigational docket, G-2091, in which 
proceeding it is a party Respondent. 

Counsel for Citizens has filed a rather elaborate brief, titling it in Docket 
G-2091 which, it is said, is the only one pertaining to that company. The 
argument offered is that 


The primary issue in these proceedings, insofar as Citizens is concerned, 
is whether Citizens by reason of its delivery to Bohn of natural gas pur- 
chased by Bohn Aluminum from Panhandle at Panhandle’s border station 
outlet to the Bohn plant, will become subject to the jurisdiction of the Fed- 
eral Power Commission under the Natural Gas Act. 


The essence of counsel’s contention is that (1) Citizens has been and now is 
engaged solely in local distribution of gas to its consumers entirely within its 
franchise area within the State of Michigan and that by delivery of gas for 
Bohn it will still be engaged solely in the local distribution of gas, and will not 
be engaged in the “business of transporting” and selling natural gas for ulti- 
mate distribution to the public within the intendment of Section 1(a) of the 
Act; (2) Citizens’ facilities are adequate and no additional facilities are to be 
constructed by Citizens for the delivery of gas to Bohn; (3) Citizens is not and 
never has been a natural-gas company, as defined by the Act, engaged in the 
transportation of natural gas in interstate commerce, and will not become 
such by reason of the delivery of gas to Bohn; and (4) there will be no gap 
in regulation permitting or necessitating the assumption of jurisdiction by the 
Federal Power Commission over Citizens, because that company, as a local 
company, is subject to the jurisdiction of, and regulation by, the Michigan 
Public Service Commission. 

Apparently, counsel also rely on principles of the law of agency by emphasiz- 
ing that Citizens is not “delivering” the gas for Panhandle, but for Bohn, because 
“possession” of the gas in a legal sense occurs at the town border station. 
Finally, it is urged that production by the Bohn plant is vital to the National 
Defense and, therefore, that public convenience and necessity is clearly estab- 
lished. 

Counsel earnestly argue that Citizens will not become a natural-gas company 
under the Act and that a determination of the question “largely depends upon 
the interpretation to be given to Section 1 of the Act after a practical con- 
sideration of the facts presented in this proceeding.” Reviewing the legislative 
history of the Act and citing numerous decisions but, significantly, omitting all 
reference to this Commission’s Opinion 216 In the Matter of Tewvas-Illinois 
Natural Gas Pipe Line Co., 10 F. P. C. 235, it is contended that the “passage” of 
gas * through Citizens’ existing line will not be transportation of natural gas in 
interstate commerce, but will be “a movement of natural gas within the mean- 
ing of the words ‘other transportation’” in Section 1(b) of the Act. 

In stating the facts established by the evidence, as Citizens’ counsel view them, 
it is transparently clear that there is a strained avoidance, both in the briefs 
and in all the contracts, of the word “transportation” for that part of Citizens’ 
hired service to deliver. It seems perfectly obvious in the situation here that 
before “delivery” takes place “transportation” of the gas from the outlet side 


* At the same pressure as delivered at the city gate. 
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of Panhandle’s metering facility at the town border station to Plant No. 24 must 
necessarily occur. A careful consideration has been given to counsel’s argu- 
ment, and it is concluded that nothing has been said in the brief to distinguish 
this case from the principles applied by this Commission in the Texas-Illinois 
case, supra, which is binding upon the Examiner. 

Conclusions.—Under this Commission’s decisions, it is clear that the proposed 
arrangement for the final stage of transporting the gas and actually delivering 
it to Bohn’s Plant No. 24 would, if authorized, render Citizens Gas Fuel Com- 
pany “a natural-gas company” under the Act, since that company would then 
become and be a transporter for hire of natural gas in interstate commerce 
(Texras-Illinois Natural Gas Pipe Line Company, Opinion 216, at 10 FPC 243; 
and compare Commission Order issued July 15, 1952 In the Matter of Citizens 
Gas Company, Docket No. G-1868, 11 F. P. C. 1123). 

Since Citizens Gas Fuel Company has neither sought nor obtained a certificate 
of public convenience and necessity for the transportation of natural gas in 
interstate commerce, in conformity with Section 7 of the Natural Gas Act, Pan- 
handle is presently unable to make a lawful delivery of natural gas to Bohn 
Aluminum and Brass Corporation in the manner here proposed. 

From a careful consideration of the witnesses’ testimony and of the docu- 
mentary evidence received, we cannot escape the conclusion that, while the par- 
ties to this 3-way contractual arrangement appear to have dealt at arm’s length, 
Citizens was coerced by Panhandle into the arrangement by reason (1) of its 
own wrongful refusal to sell interruptible gas to Citizens for resale, notwith- 
standing it then had an ample supply of “excess” gas, and (2) because of the 
extremely urgent needs of the U. 8S. Air Force to procure critical material for 
the National Defense and the consequent demand from Bohn for gas over and 
above the 200 Mcf of firm gas to enable Bohn to perform its contracts with the 
Air Force. To pacify Citizens and to persuade it to surrender an old time 
industrial consumer of firm gas in its own local franchise territory for this 
new interruptible service, Panhandle prevailed upon the consumer, Bohn,‘ to 
agree to pay Citizens for the transportation and delivery of all interruptible 
gas bought from Panhandle at the rate of 8¢ per Mcf for the first 17,600 Mcf, and 
at 6¢ per Mcf for all gas in excess of that volume.® 

In this manner Panhandle has effected an outright violation of its filed Tariff 
with respect to the sale to its utility customers (in this instance Citizens Gas 
Fuel Company) of “excess” gas on an interruptible basis and taken unto itself 
an industrial consumer rightfully belonging to Citizens which very naturally 
could not remain deaf to the call of patriotism and the needs of National De- 
fense. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced, the briefs of argument of counsel, 
and the preceding portions of this intermediate decision, it is further found and 
concluded that: 

(1) Panhandle Eastern Pipe Line Company (Panhandle), a Delaware cor- 
poration having its principal office in Kansas City, Missouri, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission (4 FPC 1081). 


*A U.S. Govt. Contractor. 

5In the Monroe Products arrangement (Docket G—2050) heard in this consolidated 
proceeding, Panhandle dealt with the local distributor a month after consummating the 
Bohn deal, and itself agreed to pay the local distributor there a transportation charge of 
only 1¢ per Mcf to transport and deliver gas twice as far as in the Bohn case. 
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(2) On September 4, 1952 Panhandle filed an application (Docket No. G-2040) 
in the alternative seeking (a) a disclaimer by the Commission of jurisdiction 
in the matter set forth therein, or (b) the issuance of a certificate of public 
convenience and necessity, pursuant to Section 7 of the Act, authorizing the 
natural gas service hereinafter described. Such application was later amended 
so as to withdraw the prayer for disclaimer of jurisdiction. 

(3) On September 11, 1952 Panhandle filed an application (Docket No, G- 
2048) pursuant to Section 7 of the Act for a certificate of public convenience and 
necessity authorizing the construction of additional pipeline and measuring 
facilities between its main Michigan pipe line and the City of Adrian, Michigan, 
which are specifically described in the preceding portion of this intermediate 
decision, at an estimated total cost of $110,000 to be financed initially by Pan- 
handle out of current funds on hand. Such facilities are proposed to be used in 
the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of Panhandle’s existing pipe-line 
system, and the construction and operation thereof by Panhandle are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(4) By written contract, Panhandle has engaged to sell and deliver natural 
gas on an interruptible basis to Bohn Aluminum and Brass Corporation (Bohn) 
for processing and manufacturing uses at Bohn’s Plant No. 24 in Adrian, Michi- 
gan, for a period of three years from the date of the first delivery of gas. 

(5) The volume of gas Panhandle is obligated to deliver under the contract 
is not to exceed 2,200 Mcf in any one day, nor in excess of 135 Mcf in any one 
hour. The price agreed to be paid is 35¢ per Mcf, and the volume proposed to 
be sold is over and above 200 Mcf per day of gas sold to Bohn on a firm basis 
by Citizens Gas Fuel Company (Citizens). 

(6) Plant No. 24 is operated by Bohn under a facility lease with the Depart- 
ment of the Air Force of the United States for the production of critical defense 
material for the U. 8S. Air Force, and for civilian production under priority 
orders. There is no evidence to show the date of termination of Bohn’s present 
contract for production of National Defense material. 

(7) Citizens is and for many years has been a natural gas distributor own- 
ing and operating a high pressure trunk line and distribution pipe-line system 
in Adrian, Michigan, a fuller description of which is set forth in the preceding 
portions of this intermediate decision and is incorporated here by reference 
thereto. 

(8) Citizens procures its supply of natural gas for distribution and resale 
from Panhandle on a contract demand basis in accordance with the latter’s Gas 
Tariffs on file with this Commission. Deliveries of such resale gas have been 
and are presently being made at the outlet side of Panhandle’s Town Border 
Station which is located adjacent to the boundary limits of the City of Adrian. 

(9) The interruptible gas proposed to be sold to Bohn would be delivered by 
Panhandle at the outlet side of its Adrian Town Border Station into Citizens’ 
pipe-line system and would then be transported through Citizens’ system facili- 
ties and actually delivered to Plant No. 24. 

(10) The transportation and actual delivery of the interruptible gas sold by 
Panhandle to Bohn is pursuant to a contract between Citizens and Bohn. Such 
contract provides that Bohn shall pay Citizens for such service the sum of 8¢ 
per Mcf for the first 17,600 Mcf and 6¢ per Mcf for gas delivered in excess 
thereof, in any one month; and also provides that Citizens shall continue a pres- 
ently existing natural gas service to Bohn on a firm basis of 200 Mcf per day. 
No new or additional facilities are required to be constructed or acquired by 
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Citizens to enable it to deliver the interruptible gas proposed to be purchased 
by Bohn from Panhandle. 

(11) Under an agreement between Citizens and Panhandle, Citizens is to pay 
Panhandle, out of delivery charges to be collected by it from Bohn, the sum of 
134¢ for each Mef of interruptible gas delivered by Citizens to Bohn. Such 
agreement recites that such payments to Panhandle are contributions by Citi- 
zens towards the cost of the construction of the facilities mentioned in Finding 
(3) hereof. 

(12) Bohn is obligated under its contract with Panhandle for the purchase 
of interruptible gas, to contribute the sum of $85,000 towards the cost of con- 
struction of the facilities referred to in Finding (3) hereof. Under the terms 
of the Bohn-Panhandle contract, Bohn is to receive a credit of 5¢ for each one 
thousand cubic feet of interruptible gas that is purchased and delivered to it, 
such credit to apply upon said contribution of $85,000. 

(13) After the issuance by this Commission of conditional temporary author- 
ity to render the natural gas service here involved and to construct the facilities 
mentioned in Finding (3) hereof, which temporary certificate of authority is 
quoted in the preceding portions of this intermediate decision, Panhandle con- 
structed such facilities and is presently rendering interruptible natural gas 
service to Bohn in manner and form as provided in the contracts between Pan- 
handle, Bohn and Citizens. 

(14) At the time of the making of the three contracts mentioned in the last 
preceding Finding, there was ample main pipeline capacity in Citizens’ gas 
pipeline system to enable that company to provide for Bohn’s presently known 
gas requirements of about 2,000 Mcf per day, both on a firm and an inter- 
ruptible basis, if it had been able to purchase such volume from Panhandle on 
an interruptible basis. Citizens would have willingly purchased interruptible 
gas from Panhandle to supply Bohn’s requirements if such gas had been avail- 
able to it under the “I” rate schedules of Panhandle’s filed Gas Tariff. 

(15) At the time of the execution of the three contracts hereinabove men- 
tioned, Panhandle represented that it would have on an average day in the 
winter time at least 70,000 Mcf of gas in excess of its present commitments, and 
a greater volume of excess gas in the summer time. 

(16) Between the Fall of 1951 and the date of the execution of the three con- 
tracts here involved, Citizens sought to purchase interruptible gas for resale 
from Panhandle, as provided in the “I” rate schedules of the latter’s filed Gas 
Tariff, and Panhandle declined to sell such gas. 

(17) By its refusal to sell interruptible gas for resale to Citizens Gas Fuel 
Company, as stated in the last preceding Finding, Panhandle has violated the 
provisions of its filed FPC Gas Tariff, Original Volume No. 1 in general, and 
specifically Rate Schedule I-1 thereof, Original Sheets Nos. 27 and 28. 

(18) By the violation of its filed tariff, as set forth in Finding (17) hereof, 
Panhandle has wrongfully deprived Citizens Gas Fuel Company of the right 
and opportunity to serve all the natural gas requirements of its own customer 
in its own franchise territory within the state of Michigan. 

(19) The service of transporting and delivering natural gas for hire, as pro- 
posed to be rendered by Citizens and set forth in Findings (9) and (10) hereof, 
if authorized and performed, would render that company a “natural-gas com- 
pany” under the provisions of the Natural Gas Act. 

(20) Citizens Gas Fuel Company has neither sought nor obtained a certificate 
of public convenience and necessity from this Commission, pursuant to Section 
7 of the Natural Gas Act, authorizing it to perform the transportation and de- 
livery service described in Findings (9) and (10) hereof. 


468918—61—_—-45 





666 FEDERAL POWER COMMISSION 


(21) Public convenience and necessity requires that natural gas on an in- 
terruptible basis should be made available to Bohn Aluminum and Brass Cor- 
poration for use in its Plant No. 24 in substantially the same volumes that Bohn 
has sought to purchase from Panhandle and have delivered to it by Citizens. 

(22) The construction of the facilities described in Finding (3) hereof is 
essential to provide pipeline capacity in Panhandle’s Adrian lateral for the de- 
livery of the proposed volumes of interruptible gas to Bohn’s Plant No. 24 at 
those times in the winter season when Citizens is taking from Panhandle the 
necessary volumes of firm gas for resale to its customers in its franchise terri- 
tory, inclusive of the sale of 200 Mcf of firm gas to Bohn. 

(23) Panhandle is presently unable to make a lawful actual delivery of 
natural gas to Bohn’s Plant No. 24, either through its own facilities or those of 
Citizens Gas Fuel Company. 

(24) Since neither Panhandle nor Citizens is presently able to make a lawful 
actual delivery of natural gas to Bohn’s Plant No. 24, the construction and op- 
eration of the facilities described in Finding (3) hereof are not required by the 
present public convenience and necessity, and authorization thereof should be 
denied, as hereinafter ordered. 

(25) The natural gas service proposed by Panhandle to be rendered to Bohn’s 
Plant No. 24 through the facilities of Citizens Gas Fuel Company is not required 
by present public convenience and necessity, and the request for authorization 
thereof should be denied, as hereinafter ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided by its Rules of Prac- 
tice and Procedure, that the applications in Docket No. G—2040 and in Docket 
No. G—2048 be and they are hereby severally dismissed. 

MARVIN FARRINGTON, 
Presiding Examiner. 


IN THE MATTER OF 
SOUTH GEORGIA NATURAL GAS COMPANY (upon rehearing) 
Upon Application for Certificate of Public Convenience and Necessity 


Docket No. G-1915 
August 3, 1954 * 
Syllabus 
1. Commission finds that the proposed initial rates for firm and interruptible 
service are reasonable and that the proposed project will be economically 
feasible. Pp. 679, 681. 


2. Commission issues certificate of public convenience and necessity under 
Section 7 of the Natural Gas Act to South Georgia. P. 681. 


Lawrence Dumas, Jr., of Thompson, Dumas, O’Neal & Hayes, and Harry Poth, 
Jr., and James BL. O’Boyle for South Georgia Natural Gas Co. 


* No exception to the initial decision having been filed or review initiated by the Com- 


mission, the decision became effective on September 2, 1954, as the final decision and order 
of the Commission. 
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Abraham R. Spalter and William J. Grove for the staff of the Federal Power 
Commission. 

WoopaLL, Presiding Examiner: This rehearing began on May 24, 1954 and 
concluded July 7, 1954. Briefs were filed by South Georgia Natural Gas Com- 
pany, Applicant herein, on June 21, 1954,’ and by the Commission’s Staff on 
July 16, 1954. No other briefs were filed, having been waived by the other 
parties. 

THE APPLICANT 


The Applicant, South Georgia Natural Gas Company (South Georgia), was 
incorporated by order of the Superior Court of Fulton County, Georgia, for the 
purpose of constructing and operating, subject to the jurisdiction of the Federal 
Power Commission, facilities for the transportation, sale and delivery of natural 
gas in the southwestern part of Georgia and the northwestern part of Florida. 
South Georgia has taken the steps required for it to do business in the States 
of Alabama and Florida. 


HISTORY OF PROCEEDINGS 


South Georgia filed its application for a certificate of public convenience and 
necessity under Section 7(c) of the Natural Gas Act on March 14, 1952. By 
order of the Commission, dated July 28, 1952, South Georgia’s application was 
consolidated for the purpose of hearing with the applications of Southern Nat- 
ural Gas Company (Southern Natural), Docket No. G—1907, South Carolina 
Natural Gas Company (South Carolina), Docket No. G—1961, and Newton 
County Gas Company (Newton County), Docket No. G-—1978, and a public 
hearing was ordered to be held on August 11, 1952. 

Such consolidated public hearing was held, beginning August 11, 1952, and 
ending October 22, 1952, and South Georgia participated therein and presented 
testimony in support of its application as then amended by Amendment No. 1, 
filed June 20, 1952. 

By order of the Presiding Examiner dated February 18, 1953, South Georgia’s 
application was granted. Exceptions were filed by Staff Counsel and the Georgia 
Public Service Commission. By order issued May 4, 1953, 12 F. P. C. 516, 550, the 
Commission reversed the decision of the Presiding Examiner and denied South 
Georgia’s application. On June 2, 1953, South Georgia filed an application for a 
rehearing of the above order. By order of the Commission issued June 29, 1953, 
a rehearing was granted to the extent that the record in this proceeding may 
be modified by the matters arising since the hearing and decision. 

Pursuant to the order of the Commission issued July 16, 1953, the date for 
the rehearing was fixed at August 10, 1953. A public hearing was held begin- 
ning August 10, 1953, and concluded August 25, 1953. The intermediate de- 
cision was waived by order of the Commission issued September 11, 1953. But 
no decision thereon was issued by the Commission. 

By order issued November 13, 1953, the Commission ordered the hearing re- 
opened to permit each of the parties to introduce such further evidence as it 
deemed appropriate on all issues respecting South Georgia’s application for a 
certificate of public convenience and necessity. By subsequent orders (issued 
December 18, 1953 and March 25, 1954) the Commission granted South Georgia’s 
motions for continuance of the reopened proceedings until March 24, 1954. The 
last order required that South Georgia, on or before May 3, 1954, shall serve 


1 By the Commission’s order issued on July 2, 1954, the hearing was reopened for 
further cross-examination by the Coal Interests, interveners herein, but no more testimony 
was taken because further cross examination was waived. 
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upon all parties copies of testimony and exhibits it proposes to offer at the re- 
opened proceedings. 

On May 3, 1954, South Georgia filed Amendment No. 2 to its application under 
Section 7(c) of the Natural Gas Act for a certificate of public convenience and 
necessity, together with its motion for an order directing or permitting the 
filing of said Amendment No. 2. Likewise, on May 3, 1954, Applicant filed with 
the Commission, in addition to Amendment No. 2 and the exhibits thereto at- 
tached, two bound volumes of prepared testimony and exhibits, setting forth 
full and complete details of its case under Amendment No. 2. On the same 
date copies were duly served on Staff Counsel and upon the other participants 
in the proceeding. 

On May 10, 1954, the Secretary of the Commission gave notice of the filing of 
Amendment No. 2. The notice also stated that answers or petitions to intervene 
might be filed with the Federal Power Commission on or before May 24, 1954. 

The second reopened hearing was held upon Amendment No. 2 to the appli- 
cation of South Georgia, which wholly superseded its earlier proposals for con- 
struction, operation and service. The filing of such Amendment No. 2 should be 
permitted as recommended by the Applicant and the Staff. The order herein 
will so authorize.’ 


PROPOSED FACILITIES AND OPERATIONS 


As stated in Amendment No. 2 to its application for a certificate of public 
convenience and necessity [Item RH-C], South Georgia proposes to construct 
and operate a pipe-line system to sell and deliver gas for resale by local gas 
distribution systems in 14 cities and directly on an interruptible basis for in- 
dustrial use by five industrial plants in Georgia and Florida. A single trans- 
mission line of 12%’’ O. D. steel pipe will extend from the proposed point of 
connection with Southern Natural Gas Company’s south 16” line, in Lee County, 
Alabama (designated by Southern as “Highway 169 Gate”, being the point where 
Southern Natural’s line crosses Alabama State Highway No. 169), in a south- 
easterly direction a distance of approximately 100.2 miles to a point near Al- 
bany, Georgia, from which point a 10%” O. D. steel pipe line will extend in a 
southeasterly direction to a point near Valdosta, Georgia, a distance of ap- 
proximately 74.8 miles; thence in a southerly direction to a point near Ellaville, 
Florida, a distance of approximately 34.8 miles. 

From a point on the above described transmission line approximately 10 miles 
northwest of Moultrie, Georgia (Junction A), a smaller transmission line will 
extend in a southwesterly direction approximately 46.4 miles to a point near 
the Georgia-Florida boundary line (Junction B). The portion of this line ex- 
tending from Junction A, a distance of approximately 26.5 miles to the proposed 
tap to serve the City of Thomasville, Georgia, will be of 85%” O. D. steel pipe; 
the remaining portion of this line extending from the Thomasville tap to 
Junction B, a distance of approximately 19.9 miles, will be of 654” O. D. steel 
pipe. 


7 Because this matter has been before the Commission in three segments of hearings, it 
seems advisable for this decision to set out at some length the detailed subsidiary facts 
found of record. Thus there will be available in one document a correlation of proof around 
the statutory issues of fact and law. In doing so the brief of the Applicant has been 
relied upon heavily, firstly, because my study of the record established that it contained 
accurately correlated material and detailed facts supported by the preponderant, and 
frequently uncontradicted, evidence, and secondly, because the two briefs are in substantial 
agreement as to the facts established by proof. The undersigned compliments counsel who 
submitted the briefs for the accuracy and helpfulness of their work. 
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Laterals will extend from the transmission lines to the natural gas distribu- 
tion systems to be located in the following cities; and each lateral will be of 
approximately the following length and of the following size outside diameter 
pipe: 


Pipe size | 


Pipe size 
Lateral to distribution sys- | Length | outside } Lateral to distribution sys- Length | outside 
tem located at— in miles | diameter || tem located at— in miles 




















Pe GR nc ccenccccaes 3.4 DO CE aenininieogncmnsinn 6.5 2% 
Americus, Ga_ 18.5 4% || Thomasville, Ga. 8.2 4% 
Dawson, Ga... 2.1 3% || Cairo, Ga__-...- 2.0 3% 
Albany, Ga__- 2.1 654 || Bainbridge, Ga_. 18.9 4ho 
Moultrie, Ga................. 2.0 4% || Tallahassee, Fla............_- 17.4 4h4 
AI nccnicadiwinieuiais 1.0 a Gl US. , 15.2 44 
yh RE 7.5 2.1 234 


3% |} Havana, Fis.®................ 
| 


*The Havana lateral extends from the Quincy lateral. 




















The above described laterals will furnish city gate delivery of natural gas to 
gas distribution systems located or to be located in each of the above named 
municipalities, and all of the proposed lines are capable of handling, at least, 
all of applicant’s requirements on the third year peak day. The point of de 
livery in each instance has been discussed between South Georgia’s engineer and 
the engineer for each distribution system; and the proposed points of delivery, 
subject to final location in the light of conditions found to exist at the time of 
construction are mutually agreeable. 

South Georgia also contemplates the sale of interruptible gas to five indus- 
trial customers. Florida Power Corporation will be served from the Ellaville 
terminus of the main transmission line. The following industrial customers 
will be served by short laterals from South Georgia’s proposed lines of the fol- 
lowing length and size of outside diameter pipe: 






| 
Pipe size 
outside 
diameter 
(inches) 





Name of industrial customer Location | Length of lateral 






ee a ee | South of Albany, Ga 








oa 
B | 4% 
| 

















Amougn Minerals & Chemical | South of Bainbridge, Ga_.-.------ [eo 4% 
Sorp. 

Floridin Co., Jamieson plant..........| Near Havana, Fla_.............-. CT 2% 
Floridin Co., Quincy plant. -.........- Near Quincy, Fla...............-. } 0.2 mile... ..._...- 3% 








The sum of all of the foregoing pipe mileages is approximately 368.3 miles. 
Construction costs.—It is estimated that the above described transmission sys- 
tem will cost approximately $8,389,686. The total estimated cost of South 
Georgia’s proposed system, including Measuring and Regulating Stations, Lab- 
oratory and Transportation Equipment, Tools, Franchises and Warehouses, is 
approximately $8,969,429. In estimating the construction cost for transmission 
mains the cost of surveying and mapping a line route has been estimated at $250 
per mile while the cost of rights-of-way and damages due to construction of the 
line are estimated to be $4.00 per rod or $1,280 per mile. Coating materials 
and valves have been estimated on the basis of current catalogue prices of 
manufacturers. An allowance of 5% has been added to the direct cost of labor 
and materials for omissions and contingencies and a further allowance has been 
added for overheads in the amount of 7% which is made up of 5% for engineer- 
ing, inspection and supervision and 2% for interest during construction. 
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Part (3) of Exhibit K to Item RH-C shows for each size of pipe the currently 
quoted prices f. 0. b. mill at Youngstown, Ohio, per 100 ft. and the calculated 
price per mile on that basis, which prices were employed in preparing the esti- 
mated construction cost for transmission mains. Freight on steel pipe from the 
Youngstown-Pittsburgh area to Columbia and Albany, Georgia, and to Talla- 
hassee, Florida, also appear in said Exhibit K, Part (3) for twenty-ton car and 
for forty-ton car shipments. It is anticipated that practically all pipe ship- 
ments will be in forty-ton carload lots and that the freight to Albany will repre- 
sent approximately the average for the system. Freight at $21.00 per ton was 
included in the construction cost estimate on all lines. 

The unquestioned testimony concerning the above estimates indicates that they 
are based on a current analysis of the market and on a realistic and accurate 
evaluation of the construction problems involved. Itemized estimates for pipe 
and other material are based on the most recent price quotations available, and 
estimates of installation costs are based on a survey of the terrain and inter- 
views with a contractor who has handled pipe-line work in the area. 

Operating expenses.—For operation of mains, labor has been estimated at 
$15.00 per mile of main. “Other operation-labor” of $20,000 represents salaries 
of dispatchers (3 @ $4,800 and 1 @ $5,700). “Other operation-supplies” and ex- 
penses of $6,000 represent wire line and radio service rentals for system com- 
munications and for telemetering. ‘The estimate of $2,000 for transmission maps 
and records represents part time of one man on this type of work. Maintenance 
of mains has been estimated as a per cent of the mains plant account using 0.2% 
for the first year; 0.3% for the second year and 0.4% for the third year. An 
allowance for minor maintenance in the amount of $1,000 per year has been 


included each year for other transmission system equipment and in the amount 
of $200 in the second and third years for other structures. Transmission super- 
vision and engineering which has been estimated to total $14,000, for a superin- 


tendent and one engineer, has been divided equally between operation and main- 
tenance. 


Distribution expense covers the operation and maintenance of the fourteen 
city gate meters and the five meters installed for direct industrial sales. In 
total these expenses contemplate one meter engineer and one assistant meter 
man, their automobile and travel expenses, and all supplies and expenses in 
connection with operation and maintenance of these meters. All of these costs 
are in line with the experience of comparable companies. 

Customers’ accounting and collecting expenses represent an estimated distri- 
bution of the total of $9,500, which was determined as $500 per meter for 19 
meters. This amount should be adequate to cover all meter chart calculations 
and accounting work required in connection with customers’ accounting. 

Administrative and general expenses have been described in detail in previous 
hearings in this docket and no changes have been made therein. Depreciation 
has not been determined separately for each class of property. Instead an 
overall rate of 3.2% has been used. 

General taxes include Ad Valorem taxes at 0.5% of plant account although 
current tax rates and assessment practices in the area traversed indicate that 
the rate for Ad Valorem taxes may be nearer 0.3% of plant cost. This difference 
between 0.3% and 0.5% provides some allowance for later increase in taxes. 
Payroll taxes of 4.5% of payroll covers unemployment and old-age retirement 
taxes payable by the employer. In computing income taxes the effective state 
income tax has been estimated to be 2% while Federal income taxes have been 
estimated at 30% on the first $25,000 and 52% on all income over $25,000. 
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GAS SUPPLY 


In its application for a certificate of public convenience and necessity, in 
Docket No. G—1907, Southern Natural Gas Company included facilities and ca- 
pacity sufficient to provide service to South Georgia. Its application for such 
increase in capacity was granted by the Commission in its order in Dockets Nos. 
G-1907, et al., issued May 4, 1953, 12 F. P. C. 550. Such order is still in full 
force and effect. In the initial consolidated hearing and in the reopened hear- 
ings, Southern Natural Gas Company has appeared in support of South Georgia’s 
application. 

Applicant has entered into a Precedent Agreement with Southern Natural Gas 
Company, dated April 30, 1954, which, subject, inter alia, to the condition that 
this Commission issue to Applicant a certificate of public convenience and neces- 
sity under Section 7 of the Natural Gas Act on or before August 1, 1954, provides 
for a contract demand in the first year of 16,700 Mcf and 20.500 Mcf thereafter, 
with a guaranteed minimum delivery pressure of 500 lbs. 

In addition, Applicant has entered into an Exchange Agreement with The 
Southern Alabama Gas District, which organization was authorized to receive 
natural gas service from Southern Natural by this Commission’s order of May 
4, 1953, Docket Nos. G—1907, et al. Applicant’s engineering witness, Mr. Ransom, 
has estimated that the volume of gas expected to be available under such Ex- 
change Agreement is 5,000 Mcf per day for a period of seven months during each 
year. This gas cannot be utilized during the first year, and during the second 
year it would be taken for only 91 days. However, with the third unit in serv- 
ice at the Florida Power Corporation plant during all of the third year this gas 
could be taken for a total of 210 days. 

Purchases from Southern Natural under Rate Schedule P-2 were estimated 
on a 95% load factor for the first and second years and at a 100% load factor 
in the third year. On the conservative assumption that the contract demand 
could not be increased above 20.5 MMcf until after the third year, the remainder 
of the gas requirement was estimated to be purchased under Rate Schedule I-2. 
The average daily volumes estimated to be purchased under Rate Schedule I-2 
amount to 1.5 MMcf in the first year, 4.6 MMcf in the second year and 6.8 MMcf 
in the third year. These volumes estimated to be purchased under Rate Schedule 
I-2 may be materially reduced when Applicant’s contract demand from Southern 
Natural is increased in the future. 

From the foregoing it is evident that Applicant’s peak day requirements of 
15,132 Mcf, 18,026 Mcf and 20,445 Mef in the first, second and third years of 
operation, respectively, can readily be met. Inasmuch, however, as the total 
annual volume Applicant desires to sell to both its resale and direct customers 
is in excess of the volumes of firm gas available to it from Southern Natural 
on a 100% load factor basis, it will be necessary to purchase some gas from 
Southern Natural on the latter’s I-2 Rate Schedule, which Southern Natural 
proposes to file with this Commission. 

It is conceded that no one knows exactly how much interruptible or excess ° 
gas a given pipe line will have during any particular period. But, the un- 
controverted testimony shows that Applicant’s project would be feasible even 
though it received no additional gas from Southern Natural in excess of its con- 
tract demand plus the 5,000 Mcf a day available from The Southeast Alabama 
Gas District. In consequence any gas received from Southern Natural under its 
I-2 Rate Schedule would merely improve the Applicant’s rate of return by in- 
creasing the load factor on its pipe line. 
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RESALE MARKET ESTIMATES 


South Georgia employed P. McDonald Biddison, a consulting engineer with 
long and varied experience in natural gas distribution systems and in making 
market estimates for such systems, to review the exhibits, testimony and esti- 
mates of the consulting engineers of each of the municipalities and those of At- 
lanta Gas Light Company for its Valdosta system. Mr. Biddison concluded that 
the estimates are reasonable and that South Georgia can safely rely upon them. 

The estimated annual and peak day requirements of the proposed sale for 


resale customers for the first three years of operation of South Georgia’s system 
are as follows: 


| Ist year | 2d year 3d year 


Annual requirements—Mcf: 
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721, 080 
143, 477 
109, 020 


96, 265 
51, 215 
42,712 
13, 463 
151, 742 


40, 900 
125, 712 
13, 995 
159, 778 
205, 184 
373, 600 
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Economic feasibility of municipal distribution systems and marketability of 
gas revenue certificates—Each of the municipalities which propose to con- 
struct, own and operate their distribution systems propose to finance the cost 
thereof by the issuance of natural gas revenue certificates, payable from the 
revenues of the system. There is a possible exception in the cases of Tallahassee 
and Quincy, Florida, either of which may authorize general obligation bonds, 
payable from taxes as well as gas system revenues. Such bonds are marketable 
regardless of economic feasibility of the proposed gas system. 

The consulting engineer for each municipal gas distribution system has pre- 
sented in evidence his estimate of annual revenues, based upon the market 
estimates outlined above, the expenses of purchased gas on the basis of South 
Georgia’s proposed rates, and the annual expenses of operation and maintenance 
of the system. These estimates show that the ratio of net earnings (gross reve- 
nues after the deduction of the cost of purchased gas and the expense of opera- 
tion and maintenance) to average annual principal and interest payments (as- 
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suming that the municipality will authorize and issue gas revenue certificates 
payable in substantially equal annual installments of principal and interest over 
a period of thirty years from the date of initial issue, and assuming further that 
no gas will be available to the municipality during that period in excess of its 
estimated third year requirements), is as follows: 


Ratio of Ratio of 
net income net income 
Municipal gas distribution system to annual Municipal gas distribution system to annual 
for the city of— for the city of— princi 


Dawson... 
Moultrie... 


ft fm PO pe p= 98 FO 
Ssseee" 
ERBSES 


Southern Natural has suggested an intention of applying for a rate increase 
over the rates it now proposes for service to South Georgia. It is not known 
what increase will be requested, nor what increase, if any, will be granted by 
this Commission. In the event, however, that Southern Natural should be per- 
mitted a rate increase as high as 4 cents per Mcf, and assuming further that 
South Georgia should pass on this rate increase to each of its municipal cus- 
tomers, and assuming still further that each of the municipal gas distribution 
systems should absorb the entire amount of such rate increase, the above indi- 
cated ratios would be reduced as follows: 


Ratio of Ratio of 
net income net income 
Municipal gas distribution system to annual Municipal gas distribution system to annual 
for the city of— for the city of— princi; 
an 
interest 


”) 


1 
1. 
1. 
2. 
1 


*The witness Temples gave no figure on the basis of the assumptions in this table and stated he would 
recommend the passing on of any rate increase to the ultimate customers (Tr. 509). 


It was the opinion of the consulting engineers that the proposed resale rates 
to be charged by the municipalities are sufficiently low that any such rate 
increase could be passed on to residential and small commercial customers with- 
out materially affecting their market or financial estimates. 

Investment bankers with long experience in marketing natural gas revenue 
certificates of Georgia and Florida and other southern municipalities, stated 
that, upon the basis of their knowledge of the individual cities, the credit rating 
of the cities and other local factors and the above estimates of the consulting 
engineers, the proposed natural gas revenue certificates are marketable on the 
current market and that, with their present inventories, they would be willing 
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to purchase such certificates. They were of the opinion that the respective gas 
revenue certificates could be sold at par with an interest or coupon rate as 
follows: 


Name of municipality | Interest | Name of municipality Interest 
| rate 


Americus 
Bainbridge 


Camilla 
SE a vaccum, 
Moultrie 


Thus, on the record in this proceeding, it is established that each of the pro- 
posed municipal gas distribution systems to which South Georgia proposes city 
gate delivery of natural gas is economically feasible, even though a 4¢ rate in- 
crease from Southern Natural is assumed, and can be financed by the issue of 
natural gas revenue certificates, payable solely from the revenues of their pro- 
posed natural gas distribution systems. The ability of Atlanta Gas Light Com- 
pany to finance in the usual course of business the cost of conversion and 
necessary new construction for its Valdosta gas distribution system is estab- 
lished by uncontroverted evidence. 


DIRECT INDUSTRIAL SALES 


Florida Power Corporation.—Applicant’s largest direct sale is proposed to be 
made to Florida Power Corporation for use as boiler fuel at the latter com- 
pany’s new Suwannee River plant near Ellaville, Florida. Such plant was first 
placed in service in November 1953 and at the present time consists of Unit 
No. 1, a 30,000 kw steam electric generator. Construction is now in progress for 
the installation of Unit No. 2, which will be of the same size as Unit No. 1. 
Under present plans, it is anticipated that a third unit, equivalent in capacity 
to both Units 1 and 2, will be installed and placed in service in late 1956 or 
early 1957. This plant is the newest of the six thermal electric plants of Florida 
Power Corporation and, like all of the others, uses oil as fuel. Coal has never 
been used in any of these plants because its importation has not been economi- 
cally feasible. 

Such fuel oil requirements for Florida Power Corporation’s plants are supplied 
through Port Tampa and Jacksonville, Florida. From these two ports oil is 
towed by barge to all of that company’s plants with the exception of its Avon 
Park and Suwannee River plants. With respect to the latter, oil is delivered 
by the complicated and expensive process of barging the oil from Port Tampa, 
out into the Gulf of Mexico, up the difficult channel of the Withlachoochee 
River to Florida Power’s Inglis plant and from there to the Suwannee plant by 
tank trucks over 115 miles of highway. The Suwannee River plant has the 
highest fuel cost of any of Florida Power’s steam electric plants. 

The major load problem on the Florida Power Corporation’s system is in its 
Northern Division and in the territory served by its subsidiary, Georgia Power 
and Light Company. It is estimated that the territorial deficit in such areas 
(assuming an output of 62,000 kw at Suwannee, less reserve for the loss of one 
generating unit) will be 31,400 kw in 1956, 53,600 kw in 1957 and 78,900 kw in 
1958. Hence, Florida Power is faced with the alternatives of installing addi- 
tional future capacity at Suwannee (its northernmost steam plant) or building 
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additional transmission line facilities from its Higgins plant, which has the 
lowest fuel cost, estimated to cost $3,800,000. 

Any saving in fuel costs at the Suwannee River plant will be of very sub- 
stantial benefit to Florida Power Corporation and its consumers when compared 
with the alternative of such a large additional investment in electric facilities. 

Applicant and Florida Power Corporation have entered into a 15-year con- 
tract for the sale of the fuel requirements of the Suwannee River plant on an 
entirely interruptible basis up to 25,000 Mcf per day and 1,500 Mcf per hour, 
but with no guarantee of the delivery of any specific quantity of gas. Witness 
Ransom has estimated that, by reason of curtailments on the part of Southern 
Natural, deliveries to Florida Power will be cut off for eight full calendar days 
each year, plus an additional number of parts of days off totaling the equivalent 
of 37 full days’ requirements, making a grand total of 45 days curtailment. 

He has also assumed, based on information furnished to him by Florida 
Power Corporation, that individual units at the Suwannee River plant will be 
shut down for an additional 30 days each year for maintenance and that such 
30 days shutdown will not be coiacidental with the 45 days of curtailment 
because Florida Power does its maintenance work in the summertime. In 
consequence it is estimated that gas will be used in the Suwannee plant for the 
equivalent of 290 days a year. 

Ebasco Services Incorporated (“Ebasco”), at the request of Applicant, has 
made a detailed and careful study of the comparative cost of natural gas, oil 
and coal as fuels for such plant. With respect to fuel oil, the Ebasco witness 
Jordan took the 1953 cost of oil at the Suwannee plant of $2.42 a barrel, which 
cost, it should be pointed out, has increased since the preparation of his testi- 
mony to $2.44 a barrel, effective June 1, 1954. 

In the case of coal, Mr. Jordan made a detailed study of the delivered utiliza- 
tion cost of coal from all of the potential sources of supply for this plant. This 
study shows that the cheapest coal, taking into consideration variation in BTU 
content, would be that from the Virginia fields at $9.86 a ton. 

Using these comparative oil and coal prices and the rate schedule set forth 
in the contract between Applicant and Florida Power Corporation, it was de- 
termined, based on the use of gas for the equivalent of 290 days’ supply a year, 
that the saving resulting from the use of gas over coal would be $171,490 per 
annum and $279,615 per year over oil. 

In making these cost comparisons no factor was added to reflect the cost of 
amortizing the installation of coal handling equipment at this oil burning plant. 
Witness Jordan conservatively estimated BTU requirements 2% higher with 
natural gas than with coal or fuel oil. Further, this cost comparison is based 
on the assumption that only Units 1 and 2 are to be in operation at the Suwan- 
nee plant. Using the same assumptions, if natural gas is used as fuel for Units 
1, 2 and 3 at the plant for the equivalent of 290 days’ supply a year, the savings 
over coal increase to $338,955 a year and to $550,890 per annum over oil. 

Witness Jordan also calculated the cost of amortizing the installation of 
combination gas and all oil firing equipment in Units Nos. 1 and 2 at the 
Suwannee plant on a 15% basis, which would reduce the savings over oil of 
$279,615 by $12,000 a year. The amortization cost of adding combination gas 
and oil firing equipment for all three units would reduce the total saving over 
oil of $550,890 per year by only $17,625 per annum. The aggregate net saving 
of gas over fuel oil thus amounts to $267,615 for Units 1 and 2, and to $533,265 
for Units 1, 2 and 3. 

Such savings would be realized by the electricity consumers of the States of 
Florida and Georgia and by the public in general. No coal will be displaced. 
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The only other direct sales proposed to be made by Applicant, in addition to‘ 
the sales to Florida Power Corporation, are to the following industrial cus- 
tomers in the quantities and for the years indicated: 


Estimated direct sales in MMcf lst year | 2d year | 3d year 


Merck & Co., Inc. 100 400 
Attapulgus Minerals & Chemical Corp 540 540 
I 0: 0 BIRO ncanncccesdcctsamimnsernpeniennnpintinaattnte 270 


A general description of the business and operations of each of these industrial 
customers and the nature of the sales to them are as follows: 

Merck & Company, Inc.—The principal fuel consuming facilities at this plant 
will consist of two 80,000 lb. per hour steam generators, which will be oil 
fired. These boilers are now on the plant site and erection of the boilers has 
been authorized by the Merck & Company management. It is estimated that 
the full requirements of this plant will be approximately 1,000 MMcf per year but 
that the first year’s requirements will amount to only 100 MMcf—based on 
steam generation of 15,000 lb. per hour and to 400 MMcf for the second and 
third years based on one steam generator operating at about 60,000 lbs. per 
hour. Sales to this customer cannot be estimated from past operations since 
this is a new plant. Instead, sales estimates are based on the expected rate of 
growth of operations at this plant. 

Attapulgus Minerals and Chemical Corp.—This plant processes fuller’s earth 
from mines located near Attapulgus, Georgia. Fuel requirements of this plant 
based on fuel used in past operations are approximately 100,000 barrels of 
No. 6 fuel oil per year—the natural gas equivalent of which is estimated to be 
630 MMcf based on 6.3 Mcf of natural gas being equivalent to one barrel of 
fuel oil. After allowing for the equivalent of 45 days’ requirements (@ 2,000 
Mcf per day) for interruption, the sales per year are estimated to be 540 MMcf. 

Floridin Company.—This company also processes fuller’s earth at two plants, 
one at Quincy, Florida, and the other at Jamieson, Florida. Approximately 
80% of their requirements are for the Quincy plant while 20% is consumed in 
the Jamieson plant. No. 6 fuel oil is now being used at both plants. The nat- 
ural gas equivalent of the 50,000 barrels of oil being used amounts to 315 MMcf, 
based on 6.3 Mcf of natural gas being equivalent to one barrel of fuel oil, and 
after allowing for 45 full days of interruption (@ 1,000 Mcf per day) the esti- 
mated sales amount to 270 MMcf. 

Contracts for the interruptible services involved have been entered into with 
each of these customers. The revenues per Mcf of sales to each of these in- 
dustrial customers, as well as to Florida Power Corporation, are set forth in 
the following tabulation: 


Merck & Co., Inc 


Attapulgus Minerals & Chemical Corp 
Floridin Co 
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FINANCING 


Municipal projects.—The projects of the proposed municipal customers of 
Applicant are financially feasible. The Georgia Public Service Commission has 
independently reached the same conclusion. 

South Georgia’s project—Under Applicant’s revised financing plan it is pro- 
posed to issue and sell (1) $6,900,000 principal amount of First Mortgage Bonds, 
(2) $928,000 principal amount of Interim Notes payable at maturity by 92,800 
shares of 6% ($10-par) Preferred Stock, and (3) 232,000 shares of Common 
Stock with a par value of $1. Applicant also proposes to issue and sell 158,000 
shares of additional Common Stock to its present stockholders at a price not 
less than the par value thereof, making a total of 400,000 shares of Common 
Stock outstanding. 

Bonds.—The Bonds will be in the denomination of $1,000 each, will bear 
interest at the rate of 444% per annum, payable semiannually, and will be dated 
just prior to the date of issue (probably November 1, 1954) and will mature 20 
years thereafter. The Bonds will be redeemable for sinking fund purposes at a 
price of par plus accrued interest, plus a premium to be scaled in accordance 
with the length of time from the redemption date to the maturity date. The 
Bonds will be secured by a first mortgage on Applicant’s proposed facilities 
under the terms of a trust indenture with a corporate trustee. It is proposed 
that it be an open-end indenture so as to permit additional financing for later 
extensions should they become necessary. 

Interim notes.—$928,000 principal amount of 6% interim notes have been 
authorized. These notes will be in the denomination of $10, bearing interest 
at the rate of 6% per annum, payable semiannually and will be dated just prior 
to the date of issue (probably November 1, 1954) and will mature 18 months 
thereafter. At maturity the notes will be payable by 92,800 shares of 6% pre- 
ferred stock with a par value of $10. 

Preferred stock.—The 92,800 shares of preferred stock will have a par value 
of $10 per share and will be preferred over all common stock in the payment of 
dividends to the extent of 6% per annum on a cumulative basis, and in the 
distribution of assets on dissolution to the extent of the par value thereof. The 
preferred stock will have no voting rights and will be redeemable at the option 
of Applicant at a premium. 

Common stock.—The 400,000 shares of common stock will have a par value of 
$1 per share, have one vote for each share, with cumulative voting privileges 
for members of the Board of Directors and preemptive rights to purchase pro 
rata subsequently issued stock. Dividends thereon will depend upon and be 
payable solely from net earnings. 

The stockholders and directors have taken all action necessary to permit the 
plan of financing proposed by South Georgia to be put into effect. All that re- 
mains to be done is to effectuate the amendment of Applicant’s certificate of 
incorporation by filing it in the Superior Court of Fulton County, Georgia. 

Applicant proposes to place its first mortgage bonds by private sale with an 
insurance company or companies and to sell its interim notes and common stock 
to an investment banking group comprised of Shields & Company and associated 
firms, which will purchase and pay for these securities. It is contemplated 
that these securities will then be marketed by this group to the public. 

It is estimated that the bonds will be sold at 100% of par, plus accrued 
interest, and that a unit composed of one interim note in the face amount of 
$10 and 2.5 shares of common stock will be sold to the public by the under- 
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writers at $25 per unit with a net of $22.50 per unit to the Applicant. Such 
proposed security structure will produce the following ratios of total capitaliza- 
tion to the classes of securities listed below: 

Percent 
First mortgage bonds 74.23 
Interim notes payable in preferred stock y 9.98 
Common stock and capital surplus : ; 15.79 


100.00 


Under such financial structure and the rates, described above, proposed to 
be charged by Applicant, the indicated return for the first year is 4%, 6.3% for 
the second year and 7.6% for the third year, or an average indicated rate 
of return for the three years of approximately 6%. 

The financial witness Sherrill, a partner of the investment firm of Shields & 
Company, New York City, testified that his company would be willing to pur- 
chase for resale the proposed package of interim notes and common stock and 
that in his opinion the first mortgage bonds could readily be sold to an institu- 
tional investor or investors. Mr. Sherrill also stated that in his opinion an 
effective interest rate on the bonds of 442% is reasonable and that it would be 
very difficult to achieve any lower rate under present market conditions. He 
was further of the opinion, based upon recent examples of private placements 
of the bonds of newly organized natural gas companies, that selling the first 
mortgage bonds to an institutional investor would achieve a better price to the 
company than offering them for public sale. 

The record supports the finding that South Georgia’s project is financially 
feasible and can be readily financed. 


RATES 


Applicant’s pro forma tariff, which provides for four classes of service, is set 
forth in Item RH-C, Exhibit P. The Small General Service rate, available to 
customers having a maximum daily firm load not in excess of 3,000 Mcf, has a 
single part rate of 47.4¢ per Mcf. It is estimated that such Small General 
Service rate will be used by all resale customers other than the City of Albany 
and Atlanta Gas Light Company for its Valdosta system. Applicant’s Inter- 
ruptible Service Rate Schedule is available to all customers purchasing gas 
under the Small General Service rate at a price of 32¢ per Mcf. 

The pro forma tariff also includes a two-part rate schedule designated “Rate 
Schedule G-2, General Service”, having a demand charge of $2.65 and a com- 
modity charge of 30¢. It is estimated that Atlanta Gas Light Company for 
Valdosta and the City of Albany will purchase their gas requirements under this 
rate schedule because the two-part structure of the rate will permit them to 
effect a reduction in their cost of gas by the use of existing peak shaving facili- 
ties. Such customers will also have available to them Rate Schedule I-2, 
“Interruptible Over-Run Service”, at a flat rate also of 32¢ per Mcf. All rate 
schedules provide for adjustment for heating value. 

The tariff as a whole is substantially identical with that worked out with the 
Staff of the Commission and presented in the first reconvened hearing. 

Following conferences between Applicant and the Staff of the Commission 
during the second reopened hearing, four exhibits relating to the cost of service, 
prepared by the Division of Rates of the Commission, were introduced in evi- 
dence through Witness Ransom. Exhibit RH-68 is a calculation of the cost 
of service based on the principles enunciated by this Commission in Jn the 
Matter of Atlantic Seaboard Corporation, Docket No. G—1384 (Opinion No. 225, 
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11 F. P. C. 48) and concurred in by Witness Ransom as representing an accurate 
calculation of the cost of service based on the methods utilized by this Com- 
mission. 

Exhibit RH-69 is entitled “A Determination of Cost of Service of Sales for 
Resale (Volumetric Basis) and Comparison of Such Cost with Revenues under 
Proposed Rates”. Witness Ransom testified (Tr. 996) that such a calculation: 

takes no account of the difference in the character of service rendered to 
the various customers on the system and to that extent I believe it does 
run contrary to the Commission’s past decisions which hold that where the 
character of service is different the rates should be commensurately differ- 
ent. 

Exhibit RH-70 embodies a two-part cost allocation and an allocation of de- 
mand costs on the basis of winter peak day responsibility, resulting in a dis- 
proportionately high cost of service to the resale customers. As Witness Ran- 
som testified (Tr. 997) : 

If we make that kind of an allocation on the South Georgia system, we 
charge a very large part of the cost of service against firm customers. 

As you will see on Exhibit RH-70, the average rate the first year is 75.68 
cents, in the second year 61.83 cents. I believe that procedure is hardly 
applicable to this system where such a large part of the sales come from 
interruptible service. The company is not advocating any rates as high as 
this cost of service. 

Exhibit RH-71 is the converse of Exhibit RH-70 as it assumes (all the other 
factors remaining constant) a peak day with all the interruptible customers on 
at that time, in contrast to the peak day assumed in RH-70, and thus throws 
a disproportionately large cost of service to the direct sales. Further, it as- 
sumes, by necessity, a summer peak day for which there is no foundation in the 
record. Witness Ransom testified (Tr. 998) : 

I believe the end result produced by that calculation or that cost alloca- 
eation speaks for itself. It is what the Commission could call unreason- 
able. I believe that counsel will find in Opinion No. 269, concerned with the 
Panhandle Kastern Pipe Line Company case, some discussion at pages 109 
and 110, of this matter of charging more for firm service than for inter- 
ruptible service, and in that same opinion further discussion of the other 
shadings of that character of service as it relates to storage service. 

So I believe that the Commission is aware of its own opinion and I need not 
go into that any further. With respect to the matter of reliance on esti- 
mates for the finding of rates, the Commission in its Opinion No. 228 with 
respect to Northern Natural Gas Company, discussed that at considerable 
length and their conclusion, I think, appears on page 60 of that opinion, 
and I believe they are familiar with that.* 

In the original case the Commission disapproved the proposed tariff of South 
Georgia as producing unreasonable rates. The Georgia Public Service Commis- 
sion took the position then that the proposed rates were too high to afford 
any general use of the commodity. But on this rehearing record that Com- 
mission by the statement of the Honorable Walter R. McDonald, supports the 


* Commission Opinion No. 228, In the Matter of Northern Natural Gas Company, Docket 
No. G—1382, et al., 11 F. P. C. 123, at p. 129. 

Our settled policy and practice, and we believe the only proper policy and practice, 
is to test rates for the future on the basis of actual operating experience of a repre- 
sentative period of time and to adjust that experience for known changes which have 
occurred or will occur. We have consistently refused to adjust rates on the basis 
of forecasts which are inherently uncertain and speculative. 
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rates now proposed and the application of South Georgia (T. 195-204). He 

said: 
The Georgia Public Service Commission is convinced that the public con- 
venience and necessity will be served by making a supply of natural gas 
available to the above municipalities at reasonable rates. The availability 
of a supply of natural gas will tend to attract new industries into the area 
to be served by South Georgia Natural Gas Company and will make this 
area suitable for the location of new industries in the Federal Government’s 
program for the dispersion of strategic industries. 
On the basis of information before us the rates presently proposed by South 
Georgia Natural Gas Company appear to be fair, just and reasonable con- 
sidering cost of service, and are substantially lower than rates originally 
proposed in this docket despite the fact that the rate to be paid Southern 
Natural Gas Company has been increased in the interim by 3.354 cents per 
Mcf. These rates should permit gas distribution in the municipalities at 
rates to ultimate consumers which would promote sales and insure success 
of the project. 
The Georgia Public Service Commission is familiar with the general eco- 
nomic conditions and standard of living in each of the above named munici- 
palities; and the economic level and standard of living appears to be 
adequate to support natural gas distribution systems in each municipality 
and to enable the customers to make use of natural gas and pay for it at 
the rates proposed by such gas distribution systems. 

The Staff’s position is set forth in their brief as follows (p. 24): 

In the present circumstances of this case the Staff does not oppose the end 
result achieved by the Applicant in the rates proposed although the deriva- 
tion of those rates does not conform strictly to the method appropriate in 
this instance. The methods and principles illustrated by Exhibits 69 and 
71 could be applicable in this instance although the record indicates that 
adoption at the present time of the method illustrated in Exhibit 71 could 
render the project unfeasible in the first instance. It is to be noted, how- 
ever, that after a period of operation, the circumstances and data then 
available may require the application of principles which would obtain 
results directly tied to costs then determinable. 
The Staff, therefore, recommends that if a certificate of public convenience 
and necessity is issued in this docket, such certificate should contain a con- 
dition requiring the Applicant to file initial rates no higher than those now 
proposed. 

The undersigned concurs in the Staff’s recommendation. 


FINDINGS OF FACT 


The detailed findings of fact hereinbefore made under the headings appearing 
above are summarized as formal findings of fact required by the record of 
evidence herein, as follows: 

(1) Applicant should be permitted to file its Amendment No. 2 to its applica- 
tion under the regulations, upon which the second reopened hearing herein has 
been held and concluded. The order herein will so provide. 

(2) Applicant has available for its proposed gas service an adequate supply 
of natural gas. 

(3) In the present proceeding, Applicant has proposed a project which is 
economically feasible. 

(4) The estimates of construction costs and operating expenses are adequate 
and reasonable. They are shown to be in conformity with those generally pre- 
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vailing in the industry. The design of the proposed facilities and the methods 
to be used in their operation are adequate to render the services proposed. 

(5) No natural gas serviee exists in the area proposed to be served by South 
Georgia Natural Gas Company. A market exists for both the sales for resale 
and direct sales proposed to be made by South Georgia Natural Gas Company 
and the distribution systems proposed to be constructed by Applicant’s munici- 
pal resale customers are financially feasible. Applicant’s proposed project is 
financially feasible and can be readily financed. 

(6) The rates and charges, and the classifications, practices and regulations 
affecting such rates and charges, are just and reasonable. 

(7) The proposed construction and operation of the facilities and the sales 
for resale proposed by South Georgia are required by the public convenience 
and necessity, and a certificate therefor should be issued to South Georgia as 
hereinafter ordered and conditioned. 

(8) The public convenience and necessity requires that the certificate to be 
issued herein be conditioned to require that Applicant file with the Commission 
pursuant to the regulations the tariff herein proposed prescribing initial rates 
no higher than those proposed by Applicant herein. 

(9) The public convenience and necessity requires that the certificate to be 
issued herein be conditioned to require Applicant to extend service to the City 
of Cordele, Georgia, in the initial stage of this project and to submit to this 
Commission plans and studies regarding the system’s economic ability to pro- 
vide service to that community, subject to the further order of the Commission. 


STATUTORY FINDINGS AND CONCLUSIONS 


Upon the record of evidence herein, the following findings and conclusions, 
required by Section 7(e) of the Natural Gas Act, are made: 

(1) Applicant, South Georgia Natural Gas Company, a Georgia corporation, 
upon completion of construction and commencement of operations of the pro- 
posed facilities will be engaged in the transportation and sale for resale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and will be a “natural-gas company” within the meaning of that term as 
used in the Natural Gas Act. South Georgia is a qualified applicant under 
the Act. 

(2) The facilities as proposed by the Applicant will be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the construction and operation of those 
facilities and the sales for resale are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) South Georgia is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant’s proposed construction, operation and natural gas service is 
required by the present and future public convenience and necessity. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) South Georgia Natural Gas Company be and hereby is permitted to file 
under the Rules and Regulations of the Commission its Amendment No. 2 to 
its application herein. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing South Georgia Natural Gas Company to construct and 

468918—61——-46 
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operate the facilities hereinbefore described, all as more fully described in the 
application as amended by Amendment No. 2 and the exhibits appended thereto 
in this proceeding, for the transportation and sale for resale of natural gas 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (3) (i), (3) (ii), (38) (iii), (3) (iv) and (5) of Section 157.20 
of the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (B) hereof, and to the exercise of the rights 
granted thereunder. 

(D) Applicant shall extend natural gas service to the City of Cordele, 
Georgia, in the initial phase of this project, and, within 60 days from the date 
of issuance of this order, shall submit to the Commission plans and studies 
regarding the system’s economic ability to provide service to that community, 
subject to the further order of the Commission. 

(E) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be undertaken and regularly 
performed by Applicant within one year from the date of issuance of this order. 

(F) Applicant, within no less than 60 days prior to commencement of service 
authorized hereunder, shall file for the consideration of the Commission an 
appropriate tariff covering the service proposed, which tariff shall prescribe 
rates no higher than those set forth in Amendment No. 2 to the application 
herein. 

Emery J. WoopAt.t, 
Presiding Examiner. 


IN THE MATTERS OF 


TOWN OF FLORA, ILLINOIS, G-2180; TOWN OF NEWBERN, TENNESSEE, 
G-2337 ; TOWN OF TROY, TENNESSEE, G-2343; TOWN OF TRIMBLE, 
TENNESSEE, G-—2346; TOWN OF BYHALIA, MISSISSIPPI, 
G-2373; TOWN OF OBION, TENNESSEE, G-—2400 


Upon Applications Filed Pursuant to Section 7 (a) of the Natural Gas Act 
August 16, 1954 * 
Syllabus 


Commission under Section 7 (a) of the Natural Gas Act directs Trunkline to 
make connection of its facilities with those of applicants and to deliver and 
sell natural gas to applicants. P. 684. 


James EH. O’Boyle for Town of Flora, Illinois. 

M. Watkins Ewell for Towns of Newbern, Tennessee; Troy, Tennessee; 
Trimble, Tennessee. 

M. Watkins Ewell and Lester G. Fant, Jr., for Town of Byhalia, Mississippi. 

Daryal A. Myse for Town of Obion, Tennessee. 

Mrs. Phebe E. Gordon and Harry L. Albrecht for the staff of the Federal 
Power Commission. 


* No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on September 17, 1954, as the final decision and 
order of the Commission. 
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HAL., Presiding Examiner: This consolidated proceeding is upon applications 
filed by six towns for orders, pursuant to Section 7(a) of the Natural Gas Act, 
directing Trunkline Gas Company (Trunkline), the Respondent herein, to con- 
nect its natural gas transmission main with the municipal system to be con- 
structed, owned and operated by each of the towns and to sell and deliver to the 
latter their estimated future requirements of natural gas, as follows: 





Maximum |} | Maximum 
Applicant |} demand | Applicant demand 
| MCF per MCF per 


day day 


Newbern, Tenn oted 800 || Obion, Tenn_.....-- 
Troy, Tenn 387 
Trimble, Tenn 355 | i incnstabnicns 


Flora, Tl . 1,860 || Byhalia, Miss...................--- 2 





With the exception of Flora, the request of each municipality is for an alloca- 
tion of gas based on estimated peak day requirements for the fifth year. Flora’s 
request is for an allocation based on estimated peak day requirements for the 
third year. 

Public hearings were held June 14-16, 1954, and main briefs were filed on 
July 12, 1954. Reply briefs were due August 2, 1954, but none were filed. 

The municipalities, being “legally authorized to engage in the local distribu- 
tion of natural * * * gas to the public”, are qualified 7(a) applicants. 

Trunkline, a “natural-gas company” within the meaning of the Act, owns 
and operates a pipeline extending from points in Louisiana to Tuscola, Illinois, 
and is engaged in the purchase, transportation and sale of natural gas at 
wholesale. 

Trunkline introduced no evidence at the hearing, but through its counsel, and 
without objection of any of its present customers, indicated both its willing- 
ness and ability to serve the several applicants in the event their respective 
projects are found to be necessary and desirable in the public interest. Evi- 
dence was offered by the applicants in this regard and amply supports Trunk- 
line’s position as to its ability to provide the service requested herein without 
any undue burden being placed upon it, and without impairing its ability to 
render adequate service to its customers. Service to the applicants is to be 
provided under Rate Schedule SG—1 of Trunkline’s tariff. 

Trunkline’s transmission main passes near each of the towns and is the most 
feasible source of gas for these municipalities, all of which are now without 
natural gas service and all are in areas competitive with areas already served 
with natural gas. Each municipality regards the proposed natural gas service 
as a distinct community asset in that such service is shown by engineering 
studies and other surveys to be economically and financially feasible; can be 
provided at reasonable rates; and will eliminate economic disadvantage and 
therefore enhance the possibility of further community development. 

The estimated population of each muncipality and the estimated cost of the 
natural gas system each proposes to construct are as follows: 


Applicant Popula- | Cost of | Applicant Popula- | Cost of 
tion system | tion system 


$525,000 || ‘Trimble, Tenn 760 | $83, 000 
181, 000 | Byhalia, Miss. ... | 650 | 63, 000 
110, 000 Ohbion, Tenn 1,300 | 149,000 
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Included in the cost of each project is the cost of constructing a connecting tap 
line between Trunkline’s transmission main and the distribution system to be 
constructed by each applicant. Trunkline will bear the cost of constructing the 
necessary metering and measuring equipment and the cost of making the several 
connections at suitable points on its system near each town. 

Each of the municipalities has the legal authority to issue the necessary 
bonds and engage in the operation of a municipal natural gas system, and each 
has taken all steps necessary to conform with local law. Moreover, the wit- 
nesses for the several towns, including the Mayor of each, testified that the towns 
are in very good financial condition; that they have had successful experience 
in the operation of other municipal departments; and that by adding a natural 
gas distribution system the towns can make more efficient use of present per- 
sonnel, although additional full-time or part-time personnel will or may be 
required. 

The facts developed in the record demonstrate the necessity and desirability 
of the connections and fully justify an order requiring their establishment. 


FINDINGS AND CONCLUSIONS 


Upon consideration of all the evidence adduced and the briefs and arguments 
of counsel, as well as upon the preceding portion of this decision, it is further 
found and concluded that: 

(1) Applicants, Towns of Flora, Illinois, Newbern, Trimble, Troy and Obion, 
Tennessee, and Byhalia, Mississippi, are legally authorized to engage in the 
local distribution of natural gas. 

(2) Respondent, Trunkline, a Delaware Corporation, is a “natural-gas com- 
pany” within the meaning of the Act and is subject to the jurisdiction of the 
Commission thereunder. 

(3) It is necessary and desirable in the public interest to direct Trunkline 
to establish physical connection of its transmission main with the facilities 
proposed to be constructed and operated by each of the applicants, and to sell 
and deliver to each applicant the following maximum peak-day requirements: 


Maximum Maximum 
Applicant demand Applicant demand 
MCF per 
day 


Flora, Tl Trimble, Tenn 
Newbern, Tenn. 


Troy, Tenn 3 Obion, Tenn 


(4) The requirement that Trunkline serve applicants, as hereinafter pro- 
vided, will not place an undue burden upon Trunkline nor require Trunkline 
to enlarge its transportation facilities for such purpose, nor impair its ability 
to render adequate service to its customers. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) Trunkline be and it is hereby directed to establish and maintain physical 
connection of its transportation facilities with the facilities to be constructed by 
the Towns of Flora, Illinois, Newbern, Trimble, Troy and Obion, Tennessee, and 
Byhalia, Mississippi, and to deliver and sell to said Towns through such physical 
connections their natural gas requirements not to exceed the maximum daily 
volumes set forth in paragraph (3) above. 
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(B) Trunkline shall report to the Commission in writing under oath the date 
of commencement of operations and service to the Towns of Flora, Illinois, 
Newbern, Trimble, Troy and Obion, Tennessee, and Byhalia, Mississippi. 

(C) This order modifies the order of the Commission dated May 4, 1950, In 
the Matters of Trunkline Gas Supply Company, et al., Docket Nos. G—882, et al., 
9 F. P. C. 721, to the extent necessary to effectuate the purposes of this order. 

Francis L. HALL, 
Presiding Examiner. 


IN THE MATTER OF 
HOPE NATURAL GAS COMPANY 
Upon a Filing for an Increase in Rates 
Docket No. G—2303 
October 1, 1954 * 


Syllabus 





. Rate of return of 6% percent to Hope Natural, as a subsidiary of Consoli- 
dated, is fair and will enable Consolidated to successfully compete in the 
market for equity funds. P. 695. 
2. Reserve against anticipated adjustments in Hope’s net taxable income by 
Internal Revenue Service disallowed in cost of service as too conjectural. 
P. 696. 

3. Federal income tax included in the cost of service should be reduced by the 
amount of tax saving resulting from the filing of a consolidated return. 
P. 696. 

4. Commission under Section 4 of the Natural Gas Act determines the just and 

reasonable rates for Hope Natural. P. 699. 












C. W. Cooper, William A. Dougherty, and Henry F. Lippitt for Hope Natural 
Gas Co. 

Lambert McAllister and Norman A. Flaningam for the staff of the Federal 
Power Commission. 





















Marsh, Presiding Examiner: This proceeding, initiated by the Commission 
pursuant to the authority contained in Section 4 of the Natural Gas Act, is one 
concerning the lawfulness of the rates, charges, classifications, and services, or 
any of them, contained in Hope Natural Gas Company’s FPC Gas Tariff, Origi- 
nal Volume No. 1, as proposed to be amended by 7th Revised Sheet No. 3-A, 8th 
Revised Sheet No. 4, and 6th Revised Sheet No. 20 thereof. 

On October 9, 1953, Hope Natural Gas Company (Hope), pursuant to Section 
4 of the Natural Gas Act and the Commission’s General Rules and Regulations, 
particularly Part 154 thereof, tendered for filing its proposed Rate Schedules 
H-1B and H-2A, contained in the sheets above enumerated, and proposed that 
such Rate Schedules be made effective November 9, 1953. However, by order 
issued November 6, 1953, the Commission suspended the proposed tariffs and 
deferred the use thereof until April 9, 1954 and such further time thereafter 
as said proposed 7th Revised Sheet No. 3—A, 8th Revised Sheet No. 4, and 6th 
Revised Sheet No. 20, should be made effective in the manner prescribed by the 
Natural Gas Act. 





* Initial decision became the final decision and order of the Commission by order of 
the Commission issued November 19, 1954, infra, p. 700. 


686 FEDERAL POWER COMMISSION 


By the same order the Commission directed that a public hearing be held in 
connection therewith. Thereafter Hope filed a motion requesting that the Com- 
mission modify its earlier order by reducing from April 9, 1954 to January 12, 
1954, the suspension period; but the Commission on February 11, 1954, denied 
that motion. On April 9, 1954, at the end of the suspension period, by motion 
made pursuant to the provisions of Section 4(e) of the Natural Gas Act, Hope 
caused to be put into effect the revised tariff sheets and rate schedules described 
above. 

The hearing herein held pursuant to the Commission’s order issued November 
6, 1953, was concluded on June 2, 1954. Thereafter, briefs were filed by Hope 
and the Staff of the Commission. Subsequently, the Presiding Examiner taking 
cognizance of events which had occurred subsequent to the hearing which ap- 
peared to affect Hope’s cost of service so as to be reflected in the rates here 
under consideration, called for the presentation of further evidence upon that 
issue, and that evidence was presented on September 28, 1954, as will more 
specifically hereinafter appear. 

By its Opinion No. 262 and the accompanying order issued on November 6, 
1953, in Docket Nos. G—2051 and G-—2165, 12 F. P. C. 342, the Commission ac- 
cepted for filing and permitted to become effective, as of October 1, 1953, certain 
revised sheets of Hope’s FPC Gas Tariff, Original Volume No. 1. By means 
thereof the rate charged by Hope to The Peoples Natural Gas Company, New 
York State Natural Gas Corporation, The Manufacturers Light and Heat Com- 
pany, Mount Morris Gas Company, and The River Gas Company (Hope’s Rate 
Schedule H-1B) was fixed at 35.8 cents per Mcf, and that charged to The East 
Ohio Gas Company (Hope’s Rate Schedule H-2A) was fixed at 38.1 cents per 
Mcf. 

The rates originally proposed by Hope in this proceeding would have resulted 
in an increase in the rate charged to The East Ohio Gas Company (East Ohio) 
to 42.1¢ per Mcf and to Hope’s other wholesale customers named above to 39.5¢ 
per Mcf, thus effectuating a total annual increase to Hope’s wholesale customers 
of approximately $3,814,753 per year, based upon Hope’s sales for the test year— 
1953, as adjusted, above the level of rates accepted and made effective by the 
Commission’s Opinion and Order in Docket Nos. G—2051 and G—2165 referred 
to above. 

However, during the course of the hearing held herein, conferences were held, 
attended by the Staff of the Commission and representatives of The Manu- 
facturers Light and Heat Company, Rochester Gas and Electric Corporation, 
New York State Electric & Gas Corporation and the Public Service Commission 
of West Virginia, at which agreement was reached as to most of the factors 
entering into Hope’s rate base and cost of service for the test period. The 
ealendar year 1953, with certain adjustments, was accepted as that test period. 

On September 17, 1954, the Presiding Examiner, taking cognizance of the 
issuance by the Commission of its Order No. 174-A prescribing regulations gov- 
erning the filing of rate schedules and applications for certificates of public con- 
venience and necessity under the Natural Gas Act, and the approval by the 
President of the United States of America on August 16, 1954 of an Act to 
Revise the Internal Revenue Laws of the United States and of the fact that 
such events might have an effect upon the rates to be prescribed in this pro- 
ceeding, called upon the parties to the proceeding for further evidence upon the 
issue of Cost of Service to Hope Natural Gas Company, and fixed September 28, 
1954 as the date for the presentation of such further evidence. 

On that date there appeared by counsel Hope Natural Gas Company, The 
Manufacturers Light and Heat Company, Rochester Gas and Electric Corpora- 
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tion, New York State Electric and Gas Corporation, and the Staff of this Com- 
mission. Counsel for Hope then offered for the record a document constituting a 
modification of an exhibit which previously had been received in evidence which 
reflected the earlier agreement between the parties and participants, and in 
which revised document there were set out the changes in cost of service at- 
tributable to the Commission’s Order No. 174-A, and the revised Internal Reve- 
nue Code. Also included therein was an adjustment reflecting a wage increase 
granted by Hope to its employees which became effective on July 1, 1954. 

It was then stipulated by and between the parties and participants present 
that amounts included .a Hope’s cost of service as initially agreed upon herein 
for “Escalation Adjustments” are not now properly to be included therein and 
that $92,971 so included for that purpose should be omitted; that changes in 
the income tax law which have been made subsequent to the conclusion of the 
hearing herein have brought about a reduction of 2% in the effective Federal 
Income Tax rate; and that for the purposes of this proceeding allowance be 
made in Hope’s cost of service to reflect increased labor costs in the amount of 
$260,752 * on a yearly basis. Under the Staff’s theory of the case, the amount to 
be allowed for Federal Income Tax purposes would thus be reduced by $233,226 
and the amount allowed for return (at 6%) would be increased in the amount 
of $12,451, a reduction in Hope’s cost of service as proposed by the Staff of 
$52,994. Based upon the Company’s contentions, there would be a reduction of 
$329,415 in the Federal Income Tax allowance, and an increase in the amount 
allowed for return (at 6%%) of $18,876, a net reduction in cost of service 
of $142,758. 

In connection with the stipulation concerning changes in the cost of service, 
Counsel for Hope said: 

I would like to say on behalf of Hope Natural Gas Company that if in the 
determination of the case in this docket, effect is given in the cost of service 
to the wage increase made July 1, 1954, that Hope Natural Gas Company 
will, by appropriate notice, propose to the Commission to withdraw the 
subsequent rate filing in Docket G—2437. 

Docket No. G—2437 involves the filing by Hope, on April 30, 1954 of proposed 
Eighth Revised Sheet No. 3—A, Ninth Revised Sheet No. 4 and Seventh Revised 
Sheet No. 20 to its FPC Gas Tariff, Original Volume No. 1, in which were set 
forth further proposed revisions to its Rate Schedules H-1B and H-2A which 
were to be made effective June 1, 1954. Those proposed changes embody rate 
schedules containing increased rates and charges to Hope’s interstate wholesale 
customers of approximately $2,175,000. 

On May 27, 1954 the Commission issued an order in that proceeding which 
provided for a hearing and which suspended the proposed revised tariff sheets 
and deferred the use thereof until November 1, 1954. 

Recognition in this proceeding of the undisputed increased labor costs in- 
curred by Hope as of July 1, 1954 would thus have the effect of rendering the 
issues involved in Docket No. G—2437 moot. 

It will be seen that while the changes in the cost of service stipulated as set 
out above change the dollars and cents in controversy, the net difference is 
comparatively small and the resulting differences in the rates predicated thereon 
are quite minor in nature. After giving reflection to the factors heretofore 
herein agreed to by the parties and participants, the only issues which remain 
undetermined herein, require a determination of (1) the rate of return to 
which Hope is entitled, and (2) the amount which should be allowed as part 


1The amount attributable to “Operating Expenses” out of a total of $305,724 on an 
annual basis. 
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of Hope’s cost of service for Federal Income Taxes. In connection with the 
latter, there must be determined the propriety of a proposed depletion adjust- 
ment, a proposed provision for audit adjustments, and the effective income tax 
rate. 

For purposes of comparison the amounts now involved, before allocation be- 
tween jurisdictional and non-jurisdictional business, are as follows: ? 


Staff Company Difference 


$2, 919, 991 $4, 186, 899 $1, 266, 908 
3 §, 811, 002 38 6, 473, 240 663, 238 


Allocated between interstate and intrastate service by means of methods ac- 
ceptable to the Staff and the parties to the proceeding, the difference between 
the cost of service claimed by Hope and as proposed by the Staff with respect 
to gas service subject to the jurisdiction of the Commission is $1,442,532. In 
contrast to the Staff’s contention that Hope should have an increase in rates 
in the amount of $1,847,220 over and above those established by the Commission 
in Docket No. G-—2165, Hope contends that $3,289,752 is required. Thus, per- 
centagewise the increase conceded by the Staff over and above the revenues 
derived from the rates established in Docket No. G—2165 is 5.0523%, while 
Hope insists on an increase of 8.9977%. Those percentages when applied to the 
rates fixed by the Commission in the earlier proceeding result in comparative 
figures as follows: 


G-2165 Hope’s Staff’s 
Hope's schedule No. rates proposed wae Difference 


Since the computation of rate of return and Federal income taxes are so 
closely interrelated, changes in either affect the other and, to an extent, the 
final overall result. 


HOPE’S OPERATIONS AND THOSE OF ITS AFFILIATED COMPANIES 


Before proceeding to specific consideration of the two main issues here in- 
volved, it is desirable to state briefly the nature and scope of Hope’s operations 
and their interrelation with the operations of the other companies with which 
Hope is affiliated. Hope has no securities outstanding in the hands of the public 
and since Hope is a wholly-owned subsidiary of Consolidated Natural Gas 
Company (Consolidated) ‘ and is physically and financially an integral part of 
the Consolidated system, and because investors furnish capital for the entire 
enterprise rather than any of its parts, the evidence respecting rate of return 
was not confined to Hope but was related to the entire system. 


*BHxhibit (Hope’s) No. 3. 

% At 6 percent. 

se At 6% percent. 

* Consolidated is a Delaware corporation organized on July 21, 1942. It engaged solely 
in the business of owning and holding all of the outstanding stock of the five operating 
companies. The subsidiary companies constitute an interconnected and integrated natural 
gas system engaged in all phases of the natural gas business—production, gathering, trans- 
mission, storage, and distribution, together with by-product operations. 
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In addition to that of Hope, Consolidated (which was organized in 1942 to 
acquire a group of natural gas utility properties controlled by Standard Oil 
Company (New Jersey) ) owns all of the capital stock of five natural gas com- 
panies, viz., The Peoples Natural Gas Company (Peoples), The River Gas Com- 
pany (River), The East Ohio Gas Company (East Ohio), and New York State 
Natural Gas Corporation (New York State). Therefore, in order to determine 
the full significance of the evidence, we must appraise the activities and oper- 
ations of the system as a whole. 

Hope Natural Gas Company was organized in 1898 to facilitate the producing 
and the marketing of natural gas from gas fields in West Virginia. Its actual 
operations are still confined to the State of West Virginia. On December 31, 
1953 the company owned and operated 38 active compressor stations and 3 
gasoline plants. It had 6,507 miles of pipelines of various sizes, of which the 
company classified 3,316 miles as gathering and storage lines, 1,686 miles as 
transmission lines, and 1,508 miles as distribution lines. 

On that date Hope held, under lease, 1,259,294 acres of natural gas lease- 
holds of which 383,820 were classified as operated, and 875,474 as unoperated. 
Upon the operated acreage Hope had 2,953 active gas wells and 34 oil wells. 

During the calendar year 1953 Hope produced from its own wells 35,353,251 
Mcf of natural gas and it purchased 37,363,852 Mcf under gas purchase con- 
tracts which it had with local producers. In addition to the natural gas pro- 
duced and purchased locally Hope, in the calendar year 1953, purchased from 
Tennessee Gas Transmission Company 87,675,318 Mcf. 

Hope also operates five underground storage fields which embrace 38,351 acres 
of leaseholds and on which were located 333 storage wells. At the end of 1953 
Hope had an inventory in the storage pools of 66,822,000 Mcf. 

Hope operates in 39 of the 55 counties in the State of West Virginia and 
markets gas to some 314 comuounities in 20 West Virginia counties. The 
company now has 84,472 retail customers in the State of West Virginia, 84,264 
of which are domestic or commercial customers, 97 are industrial customers and 
111 are miscellaneous customers. Although Hope thus distributes at retail 
substantial volumes of gas, it is essentially a producer, purchase: and trans- 
porter and as such is a major supplier of gas to all of the Consolidated system 


companies. The retail distribution amounted in 1953 to some 25.68% of Hope’s 
total sales. 


Thus, in addition to distributing gas in West Virginia, Hope sells natural gas 
at wholesale to The East Ohio Gas Company, The Peoples Natural Gas Com- 
pany, New York State Natural Gas Corporation, The River Gas Company, and 
to two unaffiliated companies, viz., The Manufacturers Light & Heat Company 
and Mount Morris Gas Company. 


Hope’s actual sales of natural gas, during the calendar year 1953 were: 


Mef 
The East Ohio Gas Company 51,924,758 


The Peoples Natural Gas Company 14,972,835 
New York State Natural Gas Corporation 13,243,813 
The River Gas Company 

The Manufacturers Light & Heat Company 

Mount Morris Gas Company 


West Virginia domestic, commercial, industrial, 
field and other consumers (intrastate sales) 


Total sales 





690 FEDERAL POWER COMMISSION 


The East Ohio Gas Company is Consolidated’s most important distribution 
subsidiary. It was formed primarily for the purpose of marketing in Ohio the 
gas produced by Hope in West Virginia. In 1952 East Ohio distributed natural 
gas to approximately 660,000 consumers. The larger communities served by 
East Ohio are Cleveland, Akron, Youngstown and Canton, Ohio. The company 
owns an extensive transmission system including a lateral line to a point near 
Toledo, Ohio through which it obtains gas from the Panhandle Eastern Pipe 
Line Company. 

The Peoples Natural Gas Company is the oldest of Consolidated’s five sub- 
sidiaries. It was organized in 1885 independently of the Standard Oil Com- 
pany, and became a part of the Standard group of properties in 1903. Peoples 
operates only in the State of Pennsylvania and serves some 226,000 customers 
residing in the western part of that State. Among the communities which it 
serves are Altoona, Johnstown and a portion of Pittsburgh. About 40% of 
People’s customers are located in Allegheny County which includes Pittsburgh 
and its suburbs. 

While most of the operations of the Consolidated system in the State of Ohio 
are performed by East Ohio, a portion of the business which lies outside of 
East Ohio’s service area is conducted through The River Gas Company. That 
company does a retail distribution business in Marietta and several other towns 
in southeastern Ohio, and serves in that area about 12,000 customers. 

New York State Natural Gas Corporation was originally established to trans- 
port and sell gas produced in northern Pennsylvania and western New York. 
Since the decline of that source of supply, it has purchased gas at the southern 
end of its pipeline system from Hope and from Texas Eastern Transmission 
Corporation. In the northern portion of the system it receives gas from Ten- 
nessee Gas Transmission Company. New York State’s main lines extend from 
the West Virginia state line at a point south of Pittsburgh, Pennsylvania to 
Albany, New York, a distance of nearly 500 miles. Some of the gas received at 
the southern end of the system is delivered to East Ohio and to Peoples. The 
latter sales amounted to about 12% of the gas handled by New York State in 
1953. 

The gas which New York State sells for resale to other than affiliate com- 
panies is distributed by the purchasers thereof in Syracuse, Cortlandt, Ithaca, 
Auburn, and other communities in western and central New York State. 

At the end of 1953, the Consolidated system had 992,247 customers of which 
990,866 were residential and commercial, 1,063 were industrial and 318 were in 
other classifications. It served at retail 719 communities with an estimated 
population of 3,886,000 and at wholesale 288 communities with an estimated 
population of 3,381,000. 


RATE OF RETURN 


Hope insists that it is entitled to, and must have, a 6%% rate of return. 
The Staff on the other hand contend that a rate of return of 6%% is not justi- 
fied by the record, and that the evidence supports the conclusion that a return 
of 6% is fair and reasonable. 

Criteria for the determination of what constitutes a fair rate of return in 
such a case is contained in the Commission’s opinion in the first Hope Natural 
Gas Company case (3 FPC 150 et seq., decided May 26, 1942). In that opinion, 
the Commission, conforming to the earlier ruling of the United States Supreme 
Court, announced that while many factors enter into the determination of what 
constitutes a fair rate of return, the principal ones are that the return to the 
public utility should be equal to that generally being made at the same time 
and in the same region on investments in other enterprises attended by cor- 
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responding risks and that the return should be sufficient to assure confidence in 
the financial soundness of the utility and to maintain its credit and enable it 
to attract the capital necessary for the proper discharge of its public duties. 
Presumably upon the postulate that changes which have occurred in Hope’s 
operations (and those of its affiliated companies) since the record was closed 
on the “first” Hope case should be given weight in the determination of what 
will constitute a fair rate of return in this instance, one of Hope’s witnesses 
proceeded “[t]o outline the properties and business of the company as it existed 
in 1939 at the time of that rate decision, review the developments which have 
occurred since 1939, and then make certain observations as to the situation of 
the company today”. Another of Hope’s witnesses gave some of the significant 
operating statistics for 1943 and subsequent years. Their testimony was to the 
effect that there are presently associated with Hope’s operations risks greater 
than those which existed in the period 1939-1942 in the following respects: 


(a) risk due to purchases of gas from the Southwest 

(b) risk due to house heating and wide fluctuations in load 
(c) risk due to industrial sales, and 

(d) risk due to warmer than normal weather. 


If the inference intended is that since the Commission in the “first” Hope 
case, having considered the risks attendant upon Hope’s then operations, al- 
lowed a 644% rate of return, in the light of more recently arising risks there 
should now be allowed that or a still higher rate, awareness should be assured 
of a more recent Commission decision relating to Hope’s rates. The test period 
in that instance was the 12 months ended October 31, 1949. In his initial 
decision in that case, namely, Hope Natural Gas Company (Docket No. G—1292), 
10 FPC 583, the Presiding Examiner found that: 


Throughout these proceedings it has been assumed by both Hope and the 
Staff that a fair and reasonable rate of return to the company upon its de- 
preciated average plant investment is 6%. The only evidence adduced with 
respect to the subject was certain statistical data presented for information 
purposes by Staff witness Goubleman who did not recommend the use 
of any specific rate of return. In all recently decided cases, the Commission 
has used a 6% rate of return, and the Examiner will therefore use such 
a rate. 


The order issued by the Commission on August 10, 1951 modifying and affirm- 
ing as modified that initial decision contains no modification of that finding of 
the Presiding Examiner. 

That Hope (and Consolidated) is an even more seasoned enterprise than it 
was in 1942 is abundantly clear. No contention is here advanced that ample 
past and present provisions for depletion and depreciation have not been made. 
It is clear that Hope’s markets are established in populous and industrialized 
areas and are protected through its affiliates in the Consolidated system. 
Evidence presented in this case by Hope reveals that the territory served by the 
Consolidated system (including, but not exclusively, that served by Hope) is one 
of the most highly industrialized areas in the United States. The territory is 
strategically located as to skilled labor, raw materials, markets, transportation, 
fuel and power. The present industries include iron and steel, all types of metal 
fabricating, glass, paint, and rubber manufacturing and the production of 
machine tools and automobile parts. 

Between the years 1947 and 1951, there was an increase in the value added by 
all manufacture (as determined by the Bureau of the Census) of about 48% in 
Ohio, 56% in West Virginia and 36% in Pennsylvania, as compared with the 
average increase of the entire United States of about 37%. In West Virginia 
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and Pennsylvania in the decade 1940-1950 the population increased less than the 
nationwide average, while in Ohio, the increase was slightly higher than the 
national figure. The relative increase in per capital income for the three states 
during the period 1939-1950 corresponded very closely with the national 
average. However, West Virginia showed an increase of over 177% due to the 
establishment of large industries in West Virginia in recent years. 

Hope’s evidence further shows that although the Consolidated system operates 
in the oldest natural gas area of the country, the increase in demand for natural 
gas in that area since World War II has been as great as in most other parts 
of the country now being served natural gas. 

Nevertheless, one of Hope’s witnesses testified that: 

There has been no alleviation of the business risks which the Commission 
considered at the time of its decision in G—100, and, since that time there 
has been a great increase in the risk due to fluctuations in weather and 
in the risk due to fluctuations in the prices of gasoline and other by- 
products. (T. 50) 

Hope’s evidence shows, too, that since 1939 there has been a very large in- 
crease in demand for house heating which, in turn, has resulted in larger sales 
per customer and greatly enlarged peak day obligations. Another development 
has been the introduction and increase in long term purchases of gas from the 
Southwest. That gas, in order to be obtained at the cheapest price, has been 
taken at a 100% load factor, which circumstance has required the installation 
and operation of storage facilities. It is agreed that lower than normally antici- 
pated sales might result in a failure to procure the expected return on the 
investment in those facilities. 

But fluctuations in weather, increases in house heating loads, long term 
contracts for gas from the Southwest and the development of storage facilities 
are neither novel nor are they peculiar to the operations of the Hope Company 
or of the Consolidated system. 

While Hope’s purchases of natural gas from the Southwest have greatly 
increased, its purchases and its production in local fields has recently remained 
at substantially a constant figure. It is now estimated that Hope (and Con- 
solidated) may reasonably expect to obtain within some 15% of those volumes 
from local sources for several years yet. 

There is no suggestion in the evidence in this record that Hope’s (or Consoli- 
dated’s) source of gas supply is less certain than that of other pipe-line com- 
panies supplying the Appalachian area. 

At the close of the hearings in June, 1954, Consolidated had a total capital of 
$390,704,378 of which $146,964,014 or 37.6%, was debt capital and $243,740,364, 
or 62.4%, was equity capital. The Staff contends, the evidence shows, and Hope 
witnesses conceded that the ratio between debt capital and equity maintained 
by Consolidated is more conservative than need be. For the purpose of deter- 
mining a reasonable rate of return in this proceeding, the Staff suggests a 
capital structure consisting of 40% debt at Consolidated’s actual cost of debt 
financing, and 60% common equity. 

In early June 1954, Consolidated’s debt capital was represented by four 
issues of debentures with coupons ranging from 2%% to as high as 3%%, $20 
million of 2% notes, and a small amount of purchase money obligations. The 
weighted average cost of Consolidated’s entire debt capital at that time was 
3.04%. Since the close of the hearings Consolidated has reduced the weighted 
average cost of its debt to 2.90% by replacing $25 million of 8%% debentures 
with an equal principal amount of 3% debentures which were marketed on the 
basis of an approximate net cost to Consolidated of 3%. This financing seems to 
demonstrate clearly that Consolidated continues to be able to procure sub- 
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stantial amounts of debt capital at very low interest rates; and Consolidated 
has access to debt capital markets on a basis which compares favorably with 
the yields currently afforded by Moody’s Aaa and Aa public utility bonds. 

Consolidated’s equity capital is represented by 3,683,285 common shares 
having a par value of $15.00 per share. The book value of those shares on 
December 31 was about $66 per share, and the market value on February 1, 
1954 was $56.37. It appears that Consolidated has not sought to raise equity 
eapital since 1952 when 409,254 additional common shares were offered to stock- 
holders on a “rights” basis. The offering was 97% subscribed by the stockhold- 
ers which indicates a marked readiness on the part of the equity holders 
to advance additional equity capital when the management considers that 
course desirable. 

One of Hope’s witnesses testified that Consolidated was entitled to a rate of 
10.6% on equity capital. Another testified that a 10% rate measures approxi- 
mately the equity risk of the industry, but that to give reflection to Consolidated’s 
conservative capital structure and dividend policy 9% was an approximate 
measure of the cost of equity money to Consolidated. On the other hand, the 
Staff, by implication, suggests that a return of 7.9% on equity would be ample. 
All of these figures include % of 1% for financing costs. 

The Staff contends that the most concrete and reliable guide to the cost of 
equity capital is the earnings-price ratio, or the ratio of earnings of a particular 
company to the market price of its common stock. With this contention, the 
Examiner is in agreement. 

During recent years the earnings-price ratios for Consolidated’s common 
stock and the average earnings-price ratios for 8 listed and 5 unlisted natural 
gas company common stocks, as they were shown in the Staff’s exhibit, have been 
as follows: 


Consoli- 8 listed 5 unlisted 
dated natural gas | natural gas 
common | commons | commons 


roe Percent Percent 


1951__ 
1952_- 
1953. 


A comparison of these ratios seems to indicate that despite Consolidated’s 
ability to procure debt capital at unusually low cost, it is competing at a dis- 
advantage with other natural gas companies in the market for equity capital. 
One of Hope’s witnesses,® having considerable experience in selecting public 
utility stocks for investment purposes, attributed the apparent relative unat- 
tractiveness of Consolidated’s common stock to a need for an increase in rate 
of return. He testified that if Consolidated’s common stock sold in the market 
on a basis comparable with other electric and natural gas utility shares, the 
market price would be 40% above book value. To bring about such a market 
price would take, he believed, earnings of about $7.00 per share and a dividend 
payment of $4.80. In the 12 months ended September 30, 1953, Consolidated 


5The witness is employed by Massachusetts Investment Trust and is engaged in the 
study of an analysis of securities for the purpose of making recommendations to his em- 
ployer in connection with the purchase and sale of securities. Over a period of years 
M.I.T. has accumulated 85,000 shares of Consolidated common stock which had a market 
value of $4,792,000 as of February 1, 1954. If the market price went to $92.50, as sug- 
gested by the witness, the shares would then be worth $7,862,000. 
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earned $4.02 per share and paid $2.50 a share as dividends. It will be seen that 
this level of earnings and dividends, if translated by market action into a price 
of $92.50 a share, would only produce an earnings price ratio of 7.5%. This 
would not be much improvement over the average earnings price ratio of 1953 
as set out above. 

The Staff contends that the relatively low market prices and the consequently 
high earnings price ratios for Consolidated’s common stock could be appreciably 
improved upon if Consolidated were more generous to its stockholders in the 
way of dividends. The Staff’s evidence shows that in 1953 Consolidated paid 
out only 60.75% of its earnings in dividends whereas other principal natural 
gas companies were much more liberal (in that year and in earlier years) in 
their dividend policy.® 

There is no requirement in the decisions of the courts or the opinions of this 
Commission that a rate of return be allowed a public utility sufficient to boost 
the market price of its stock and thereby avoid disappointment to investors. 
The purpose is, rather, to arrive at and allow, a rate of return which in the 
light of the evidence presented will be fair and equitable to the utility and to 
its customers, and permit the utility to enter the capital markets in competition 
with other enterprises offering comparable risks to obtain such capital as it may 
require in order to carry out its responsibility to the public and to its cus- 
tomers. 

Concerning the ability of Consolidated to raise additional debt capital at 
relatively low rates there can be no doubt. Its debentures have been given 
Moody’s highest rating, and the interest rate on the most recent series offered 
was, as has been pointed out, quite favorably low. While some question exists 
as to how far Consolidated may go in increasing the debt capital which it 
employs with relation to equity capital, it is clear that 3% presently represents a 
fair appraisal of historical as well as current cost of debt capital to Consoli- 
dated. 

Consolidated’s equity capital, as has been noted, is the long factor of capitali- 
zation constituting 63% of the capital employed by Consolidated as compared 
with 37% debt capital. It is believed that upon the evidence of record, the 
appropriate figure to be taken into consideration as a fair and reasonable cost 
of equity capital lies somewhere between the 7.9% recommended by the Staff 
and the approximately 9% claimed by Hope. The evidence is pursuasive that 
Consolidated probably could increase the proportion of the relatively less expen- 
sive debt capital which it employs without materially affecting its ability to 
borrow money at low rates. It is equally clear that Consolidated could, if 
its management found it desirable to do so, increase the attractiveness of its 
common stock in the market relative to other natural gas company common 
stocks by increasing the percentage of earnings which it pays out in dividends. 


®Pay outs in 1953 were: (Exh. 13, pp. 13, et seq., and 26, et seq.) 


Consolidated Gas Utilities Corporation 
El Paso Natural Gas Company 

Lone Star Gas Company 

Mississippi River Fuel Corporation 
Mountain Fuel Supply Company 
Northern Natural Gas Company 
Panhandle Eastern Pipe Line Company 
Southern Natural Gas Company 
Colorado Interstate Gas Company 
Tennessee Gas Transmission Company 
Texas Hastern Transmission Corporation 
Texas Gas Transmission Company 

Texas Illinois Natural Gas Pipeline Company 
Transcontinental Gas Pipeline Company 
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Accordingly, it would appear more appropriate to lean more to the lower than 
to the higher of the figures mentioned as appropriate measures of the cost of 
equity capital. Under all of the circumstances, it is concluded that whereas a 
somewhat lower rate of return might suffice on a strict “cost of money” basis, 
64% as a rate of return to Consolidated is fair, reasonable and equitable and 
will provide Consolidated with an additional incentive over and above bare 
capital costs which will enable it to successfully compete in the market for 
equity funds, and will in turn encourage the System to continue to serve the 
public efficiently and at reasonable rates. 


FEDERAL INCOME TAX DIFFERENCES 


Aside from the difference in the Federal income tax allowance directly 
resulting from the application of a rate of return other than 6%% as proposed 
by Hope, there are in controversy here three other phases of the income tax 
issue, namely: 

(1) Depletion Adjustment 

(2) Provision for Audit Adjustment 

(3) The Appropriate Effective Tax Rate 

Depletion adjustment.—The evidence discloses that four times each year 
Hope makes an estimate of its tax adjustments for income tax accruals. The 
company’s September 1, 1950 estimate of the Adjustment for Depletion, the 
latest figures available at the time Hope’s original exhibits were prepared, 
was $1,339,100. Thereafter (as of “along about February 19th’, 1954) later 
figures became available for a “tentative” return to be filed on March 15th, and 
the estimate used for that purpose was $1,500,000. Those figures were supplied 
to the Staff by responsible members of Hope’s Staff. However, near the con- 
clusion of the hearing, Mr. Kinley, a witness for Hope, testified that the figures 
used in the tentative report were reviewed by Consolidated, and “[i]t is my 
understanding from conversation with Mr. Lonon that the final figure which 
will be claimed in the September return will be $1,450,000 in lieu of $1,500,000.” 

The figure actually used by Hope for its later exhibit was $1,439,068. 

No determination has yet been made of the amount which will be allowed 
by the taxing authorities and the several figures, in each instance, are only 
estimates. 

Mr. Lonon, to whom the witness Kinley referred, is the manager of Hope’s tax 
department and the work and determination necessary in connection with the 
filing of income tax returns are carried out by him or under his supervision. 
Mr. Lonon had been on the witness stand early in the hearing but had not 
testified concerning this proposed adjustment. He had returned to the stand 
a very short while prior to the testimony of Mr. Kinley referred to above, but 
again he made no reference to the depletion adjustments. 

It is concluded that the estimate supplied by the Company to the Staff and 
used by the Company in its March 15 tentative return is entitled to greater 
credibility and weight than one supported only by the testimony of the witness 
Kinley as to the intent of the Company based upon his understanding of a 
conversation with the responsible company officer, such officer himself having 
been available to testify but had not done so. The amount which should be 
employed as the depletion adjustment is $1,500,000. 

Provision for audit adjustments.—In its original exhibits in this proceeding 
Hope included as a “tax adjustment”, a “provision for audit adjustments” in 
the amount of $325,000. The amount was described by a Hope witness as “a 
reserve against anticipated adjustments in Hope’s net taxable income which 
may be made by representatives of the Internal Revenue Service in the final 
computation of Conso}idated Natural Gas Company’s final tax liability for 
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the calendar year 1953”. The provision was calculated on a system-wide basis. 
The total amount so calculated was then allocated among the various companies 
joining with Consolidated in the consolidated income tax return. 

As originally proposed by Hope the amount allocated to it represented ap- 
proximately 8.4 per cent of that company’s net taxable income for 1953 (T. 90). 
During the course of the conferences held to discuss the limitation of the 
issues herein, the amount proposed as a reserve for this purpose was reduced 
to $198,000. 

The testimony of Hope’s witness was that “This provision is based generally 
on our experience in connection with the tax on Hope’s income as a result of 
Internal Revenue audits”. During the period 1942-1950 “the annual increase 
in taxable income arising from engineering audit adjustments alone varied from 
zero to over 100% of net taxable income * * * an average increase in net taxable 
income of over 16%”. While is was concededly impossible to indicate specifically 
the adjustments which might be made it was said that “it is nevertheless likely 
that they will arise in the future * * *”, 

Actually, the detailed reports upon which the experience was said to be based 
have been submitted for the years 1946 and 1947 only. The reports for the 
years 1948, 1949, and 1950 are now available for filing, but apparently have 
not been filed. Furthermore, even though the years 1942 and 1943 preceded the 
consolidation of the Standard Oil companies, the tax liability of the companies 
has not been closed for any of the years since 1942. 

The Staff contends that Hope should not be permitted to include in the cost 
of service passed on to its customers a reserve provision for such hypothetical 
and conjectural items. With that contention this Examiner is in agreement. 

There is no evidence in this record which would sustain a finding that this or 
any such amount would be required by Consolidated for audit adjustments for 
the test year 1953 or any year within the period during which these rates may 
be in effect. The evidence is that the adjustment, being calculated on a system 
wide basis, is influenced by the operations of all of the operating subsidiaries of 
the Consolidated System. Thus, to the conjecture that the aggregate amount 
might be needed by Consolidated for tax adjustment purposes must be added 
the further conjecture whether any part thereof would actually enter into 
Hope’s cost of service. 

Since the contingencies upon which the claim for the provision for audit 
adjustments is so conjectural, the amount cannot be allowed. 

Effective income tax rate—Under the income tax law effective when the 
hearing herein was held, independent natural gas companies were subject to an 
income tax rate of 52%, but a consolidated return in which affiliates joined 
with their parent resulted in a rate of 54%. Because of tax adjustments taken 
by Hope and the other subsidiaries of the Consolidated System and the adjust- 
ments to which Consolidated itself is entitled there is a substantial reduction 
in net taxable income for each of the subsidiaries and for the parent company. 
Based upon estimates for the year 1953 a total estimated book net income before 
taxes of Hope and the other subsidiaries in the system was arrived at in the 
amount of $30,384,300. This book net income was then converted into taxable 
net income by the use of a “tax adjustment” figure. The same procedure was 
applied to Consolidated’s net income. The Federal income tax was then cal- 
culated for each individual company by applying a 52% rate of tax to the 
applicable net taxable income for Hope and the other companies including Con- 
solidated. 

Taking the income tax so arrived at as applicable to Hope and comparing it 
with Hope’s indicated net taxable income an effective rate of 47.299% appeared 
to be indicated on the basis of the original estimates for the year 1953. How- 

‘ 
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ever Hope argues that any effective tax rate so computed, either on the basis 
of the individual subsidiary or total system tax and related net taxable income 
is inequitable. On that hypotheses Hope proceeded to reallocate to the subsidiary 
companies the tax indicated for Consolidated on the basis of the taxes payable 
by the subsidiary. As so determined, the effective tax rate for Hope became 
50.73% when related to the 1953 figures. Employing later estimates but apply- 
ing the same formula, Hope then arrived at, and proposed in this proceeding, an 
effective Federal income tax rate of 50.645%. 

Revisions contained in Section 1503(b) of the Internal Revenue Code of 1954 
which was approved by the President of the United States on August 16, 1954, 
(reference to which has already been made) have the effect of reducing the 
income tax rate applicable to Hope’s (and Consolidated’s) return so that the 
“effective rate” now claimed by Hope is 48.645%. The reduction in “effective 
rate” thus accomplished does not, however, change in any way the procedure 
involved or the contentions of the parties respecting this issue. 

Rule U 45 (b)(6) of the Securities & Exchange Commission provides that 
there shall be exempt from the declaration requirements of the rule a loan 
or extension of credit or an agreement of indemnity arising out of a consolidated 
tax return filed by a parent and its subsidiaries provided that the parent com- 
pany assumes primary responsibility for the payment of any tax liability in- 
volved, subject to the right to contribution from the several members of the 
group in an amount not exceeding as to any company that percentage of the 
tax which the sum of the tax, if paid on a separate basis, is of the amount of 
the taxes of the individual companies based upon separate returns. 

The application of the principle established by this rule for the determination 
of the actual liability of subsidiary companies for Federal income taxes results 
in the elimination of the second step in Hope’s proposed procedure, namely, the 
reallocation to the several subsidiaries of the tax liability of the parent. The 
Staff contends that this Commission has approved the application of this rule 
for that purpose. Determined in accordance therewith the Staff has arrived at, 
and recommends the use of, an effective rate of 45.490%.’ That this percent- 
age figure correctly reflects the rate which would result if the Rule above 
referred to is applied, appears to be conceded by Hope. 

In support of its contention that the subsidiaries should assume and bear the 
tax borne by Consolidated as a part of the cost of rendering service Hope cites 
In Re Southern Bell Telephone and Telegraph Company, 96 PUR NS 1 (1952) 
and the report of the Committee on Accounts and Statistics made to the Annual 
Convention of the N.A.R.U.C. in 1953. It is not believed, however, that either 
the decision or report supports the particular point here involved. 

While Hope appears to concede that the Commission’s ultimate decision on 
this issue in Home Gas Company and Manufacturers Light and Heat Company 
(Opinion No. 272—issued July 2, 1954, 13 F. P. C. 241) and The Ohio Fuel Gas 
Company (Opinion No. 273—Issued July 26, 1954, 13 F. P. C. 280) disposes of the 
question in so many words, it contends that those cases were wrongly decided 
and requests that the Examiner recommend a reconsideration of the Commis- 
sion’s decisions in that respect. 

In the decision in the Home case, the Commission said: 


The Securities & Exchange Commission has full authority over company 
transactions in holding company systems. Under a ruling of the Securities 
& Exchange Commission [Rule U-45(b)(6)] the Columbia system must 
apportion the consolidated tax in proportion to each company’s individual 
tax liability. In full conformity with this ruling, we held in United Fuel 







t After the 2% reduction resulting from the revision of the revenue law. 
468918—61—_—47 
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Gas Company, Opinion No. 258, 12 F. P. C. 251, that Federal income tax in- 
cluded in the cost of service should be reduced by the amount of the tax 
saving resulting from the filing of a consolidated return * * * 

In the decision in The Ohio Fuel Gas case, the Commission said : 


* * * For the reasons stated in the Home case, supra, we conclude that in 
the circumstances of this case there should be included in the costs of serv- 
ice no more than the taxes computed on the assumption of a 6% rate of 
return which would be chargeable to Ohio Fuel by Columbia under the 
Securities & Exchange Commission Rule U-45(b) (6) * * * 

The question involved in those cases was somewhat broader than that with 
which we are here concerned, but it clearly included the issue presented here. 
From the language quoted it is obvious that the Commission has, indeed, ap- 
proved the application of the Securities & Exchange Commission rule for the 
purpose of determining the tax liability of the subsidiary company joining in a 
consolidated return. So long as that remains the policy of the Commission the 
Hearing Examiner is bound thereby. 

In fairness it must be said, however, that the argument made herein by Hope 
appears to have a great deal of merit and is worthy of very serious considera- 
tion. In that connection it should be pointed out that on July 30, 1954 Manu- 
facturers and Home filed an application for rehearing of the Commission’s order 
of July 1, 1954 (issued July 2, 1954) and for a stay of such order. One of the 
specifications of error therein set out was that the Commission erred in adopt- 
ing as a basis for making rates for the future a rule of the Securities & Ex- 
change Commission fixing a method of determining the amount of the contribu- 
tion to be made by the subsidiaries to the parent company upon payment of the 
consolidated tax. On August 27, 1954 the Commission issued an order granting 
the application for rehearing in order that it might give further consideration 
to the matters and issues raised by the petition for rehearing. It is within the 
realm of possibility that the Commission may amend or modify its position with 
respect to this issue. 

For the purposes of this proceeding, it is concluded that an effective Federal 
income tax rate of 45.49% should be employed in arriving at Hope's cost of serv- 
ice. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the evidence pre- 
sented, the briefs filed, and the matters relevant to a decision herein upon which 
the parties reached agreement, the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions hereinbefore stated, that: 

(1) Hope Natural Gas Company is a natural-gas company within the purview 
of the Natural Gas Act, and Hope’s Seventh Revised Sheet No. 3—A, Eighth Re- 
vised Sheet No. 4, and Sixth Revised Sheet No. 20 to its FPC Gas Tariff, 
Original Volume No. 1, setting forth therein its proposed Rate Schedules H-1B 
and H-2A are rates subject to the jurisdiction of the Federal Power Commission. 

(2) Hope's operations for the calendar year 1953, as adjusted, afford a reason- 
able and proper basis for determining the reasonableness of the rates described 
in Finding (1). 

(3) Hope’s net investment in plant in service during the test period described 
in Finding (2), including a reasonable allowance for working capital (after de- 
duction of $2,335,834 representing 75% of Hope’s accruals of Federal Income 
Taxes) is $96,704,196. 

(4) A reasonable allowance for operating expenses and income deductions ex- 
clusive of Federal Income Taxes and return for the test period is $43,776,924. 
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(5) A 6%4% per cent rate of return will provide Hope a fair and reasonable 
return on its investment in plant used and useful for the services involved for 
the test period, and such return, for the purposes hereof, would be $6,044,012. 

(6) An allowance for Federal Income Taxes for the test period of $3,144,444 is 
a fair and reasonable allowance for that purpose. 

(7) Hope’s total cost of service based upon Findings 3 to 6 inclusive is $52,- 
935,380. 

(8) Allocated between sales in intrastate and in interstate commerce the 
reasonable cost of service, including return, attributable to sales subject to the 
jurisdiction of the Commission is $38,736,534. 

(9) Predicated upon the cost of service set out in Finding (7) allocated be- 
tween sales which are and those which are not subject to the jurisdiction of the 
Commission as set out in Finding (8), the rates, charges, and classifications de- 
manded, observed, charged and collected by Hope in connection with the trans- 
portation and sale of natural gas subject to the jurisdiction of the Commission 
as such rates and charges appear in Rate Schedules H-1B and H-2A in Hope's 
FPC Gas Tariff, Original Volume No. 1, namely, 39.5¢ per Mcf and 42.1¢ per 
Mcf, respectively, are unjust, unreasonable, unduly discriminatory and pref- 
erential and should be disallowed. 

(10) Just and reasonable rates and charges for the services to which Rate 
Schedules H-1B and H-2A are applicable, upon the basis of the findings set out 
above, are 37.93¢ and 40.37¢, respectively. 

(11) The amounts by which the rates and charges found to be unjust, un- 
reasonable, unduly discriminatory and preferential in Finding (9) applied to 
Hope’s sales pursuant to such rate schedules from and after 8:00 a.m. on April 
9, 1954, exceed the amounts determined by the application to the volumes of 
sales, the rates found to be just and reasonable as shown in Finding 10 should 
be refunded with interest at 60% per annum, by Hope to its utility customers as 
hereinafter provided and ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Prac- 
tice and Procedure, that: 

(A) The increased rates and charges embodied in Hope’s Seventh Revised 
Sheet No. 3—A, Eighth Revised Sheet No. 4, and Sixth Revised Sheet No. 20 to 
its FPC Gas Tariff, Original Volume No. 1 embodying its proposed Rate 
Schedules H-1B and H-2A, filed on October 9, 1953 and suspended by the Com- 
mission’s Order issued November 6, 1953 with respect to which Hope filed, on 
April 9, 1954, a motion requesting that such rate schedules and the rates set out 
therein go into effect at the expiration of the period of suspension on April 9, 
1954, be and the same are disallowed and the tariff sheets above described be 
and the same are hereby cancelled. 

(B) Within 30 days from the date of the issuance of this order, Hope shall 
file revised tariff sheets to its FPC Gas Tariff consistent with this decision and 
order reflecting rates as follows: 





Rate schedule Customer 


The Manufacturers Light & Heat Co 
Mount Morris Gas Co-_......- ; 
New York State Natural Gas Corp 
The Peoples Natural Gas Co 
The River Gas Co 

..| The East Ohio Gas Co 
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(C) Within 45 days from the date of the issuance of this order Hope shall, by 
refunds or credits to its interstate wholesale customers above described, which 
shall include interest at 6 per cent per annum, adjust its rates and charges for 
natural gas sold from and after 8:00 a.m. on April 9, 1954, to such customers 
for resale so that such charges will be the same from and after that time and 
date as they would have been had the rates ordered in paragraph (B) of this 
order been in force and effect at all times from and after such time and date. 

(D) On or before 60 days from the date of the issuance of this order Hope 
shall : 

(1) Submit to the Commission five copies of a report, in writing and under 
oath, certifying to the Commission that it has fully complied with paragraph 
(C) of this order, and setting forth a detailed statement showing the method 
of calculation and the amounts of all credits or refunds made and granted to 
its wholesale customers in accordance with this order, as well as the dates 
thereof, and 

(2) Obtain and submit with the report required by subparagraph (1) above 
a receipt of satisfaction and release from each of its interstate wholesale cus- 
tomers evidencing the discharge of Hope’s liability to make refunds or credits 
as set out in paragraph (D) above. 

(E) The proceeding in Docket No. G—2303 be and the same is hereby termi- 
nated, subject to compliance by Hope with the terms and conditions hereof. 

(F) The termination of the proceeding in Docket No. G—2303 as hereinbefore 
provided in this order, is without prejudice to any findings or orders which 
have been or which may hereafter be made by the Commission, and is without 
prejudice to any claims or contentions which may be made by the Commission, 
Hope, or any other party hereto in any proceedings now pending or hereafter 
instituted by or against Hope, or any other parties hereto, or any other com- 
panies or persons. 

Epwarp B. MarsH, 
Presiding Examiner. 


Order affirming initial decision of presiding examiner 


November 19, 1954 


The initial decision by the Presiding Examiner was issued in the above- 
entitled proceeding on October 1, 1954, subject to review by the Commission on 
appeal, or review by the Commission on its own motion, as provided in the 
Commission’s Rules of Practice and Procedure (18 CFR, Part 1). Exceptions 
to such decision were filed by Hope Natural Gas Company (Hope) on October 
20, 1954, and by Commission Staff Counsel on October 21, 1954. 

By the initial decision, the Presiding Examiner disallowed the increased 
rates and charges filed by Hope on October 9, 1953, suspended by the Commis- 
sion’s order issued November 6, 1953, and made effective April 9, 1954, under 
an undertaking and subject to refund. The Examiner determined and prescribed 
just and reasonable rates and charges to be thereafter observed and in force 
with respect to Hope’s interstate natural gas sales for resale, and further 
ordered Hope to adjust its rates and charges from and after April 9, 1954, either 
by refunds or credits (including interest at 6 per cent per annum). 

Upon consideration of the evidence, the briefs filed, the Presiding Examiner’s 
decision, the exceptions thereto, and the entire record in this proceeding, the 
Commission finds that the Examiner’s findings, conclusions and order are sup- 
ported by the record, and, accordingly, should be affirmed as hereinafter pro- 
vided, but upon the further terms and conditions specified in this order. 
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Official notice is hereby taken of the Commission’s order issued September 10, 
1954, In the Matter of Tennessee Gas Transmission Company, Docket No. G—2434, 
13 F. P. C. 1366, wherein that Company is required to refund to its customers, in- 
cluding Hope, any amounts received as refunds (including interest) by reason 
of final disposition of the proceedings In the Matters of United Gas Pipe Line 
Company, Docket Nos. G—1142, et al. In the circumstances, it is appropriate 
that as a condition to the order affirming the Examiner's initial decision in this 
proceeding provision be made that, if Hope receives any refunds from Tennessee 
Gas Transmission Company, which may constitute a portion of the amounts re- 
funded by United Gas Pipe Line Company to Tennessee Gas Transmission 
Company, Hope make appropriate refunds to its customers. 

The rates and charges determined and prescribed as just and reasonable by the 
initial decision of the Examiner reflect an effective Federal income tax rate of 
45.49 per cent, which figure reflects the fact that Hope joins in a consolidated 
tax return with its parent and affiliates. The initial decision does not provide, 
however, for any reduction in Hope’s rates and charges giving effect to the re- 
duction (from 52% to 47%) in the statutory Federal income tax rate scheduled 
to become effective April 1, 1955, pursuant to the provisions of the Internal 
Revenue Code of 1954. It is appropriate and in the public interest to provide 
therefor, and, accordingly, the order herein provides for the filing by Hope next 
year of revised rate schedules reflecting the decreased Federal income taxes to 
become effective. 

Upon consideration of the foregoing and the entire record in this proceeding, 
the Commission further finds: 

The initial decision of the Presiding Examiner in this proceeding should be 


affirmed as hereinafter provided and ordered, upon the further terms and con- 
ditions of this order. 


The Commission orders: 


(A) The initial decision and order of the Presiding Examiner, issued on 
October 1, 1954, in this proceeding be and the same is hereby affirmed and 
adopted, and shall become effective as the decision and order of the Commission 
as of the date of the issuance of this order, upon the further terms and con- 
ditions hereof. 

(B) The exceptions filed with respect to the Presiding Examiner’s decision 
be and the same are hereby denied. 

(C) If Hope receives any refunds from Tennessee Gas Transmission Com- 
pany, pursuant to the Commission’s order issued September 10, 1954, In the 
Matter of Tennessee Gas Transmission Company, Docket No. G—2434, which may 
constitute a portion of the amounts refunded by United Gas Pipe Line Company 
to Tennessee Gas Transmission Company, Hope shall, within 60 days after the 
receipt of such refunds from Tennessee Gas Transmission Company, make ap- 
propriate refunds to Hope’s customers. Within 30 days next following any 
refunds made pursuant to this paragraph of this order, Hope shall submit to 
the Commission five (5) copies of a compliance report, in writing and under 
oath, setting forth data and including releases, similar to those required by 
paragraph (D) of the order accompanying the Presiding Examiner’s initial 
decision. 

(D) On or before March 1, 1955, Hope shall file with the Commission, to be 
effective on April 1, 1955, revised rate schedules reducing Hope’s rates and 
charges which shall reflect the decrease in Federal income taxes (a proper re- 
duction of the aforesaid effective tax rate of 45.49 per cent) computed by the 
application of the principles in the decision herein and the statutory Federal 
income tax rates lower than 52 per cent, which become effective April 1, 1955, in 
accordance with the Internal Revenue Code of 1954. 
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(E) The proceeding in Docket No. G-2303 be and the same is hereby termi- 
nated, subject to compliance by Hope with the terms and conditions of the 
initial decision of the Presiding Examiner as hereinbefore affirmed and adopted, 
and, further, subject to compliance by Hope with the further terms and con- 
ditions of this order. 

(F) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against Hope or any other parties hereto. 


IN THE MATTER OF 


e 
NORTHERN NATURAL GAS COMPANY 


Upon Application for Certificate of Public Convenience and Necessity 
Docket No. G—2468 
October 22, 1954 * 


Syllabus 


. Since present tariff does not make provision for the type of service here 
proposed, certificate is conditioned to require applicant to file a new rate 
schedule applicable to the proposed interruptible service. P. 705. 

. Minimum bill provision would impose on purchaser a potential obligation 
which, as an interruptible customer, the purchaser should not be required 
to sustain. P. 708. 

. Commission issues certificate of public convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Northern Natural. P. 706. 


Laurence I. Shaw, Vincent Roach, Justin R. Wolf, and Louise C. Powell for 
Northern Natural Gas Co. 

William R. Duff and E. B. Blackmon for the staff of the Federal Power Com- 
mission. 


WoopaLL, Presiding Examiner: This hearing began on September 23, 1954 
and was heard under the Commission’s order issued on September 2, 1954. It 
concluded on September 24, 1954. The only intervenor, Iowa Public Service 
Company, which the Applicant, Northern Natural Gas Company, sought authori- 
zation to serve, supported the application herein. The Applicant seeks authority 
to construct and operate about 2.5 miles of 6-inch branch line and a town 
border station at Independence, Iowa, from Applicant’s 16-inch lateral now 
under construction from its main transmission line to Dubuque, Iowa, and 
seeks authority to sell gas to Iowa Public Service Company for resale by it in 
Independence, Iowa. 

On conclusion of the taking of evidence, Counsel agreed on the record that 
the Applicant waive the filing of an initial brief, that the Staff file its brief on 
or before October 4, 1954, and that Applicant and Intervenor might file a reply 
brief on or before October 11, 1954. The Staff’s brief was filed on October 4, 
1954 and the Applicant filed a reply brief within the time limit. The Intervenor 
filed no brief. 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued December 1, 1954, infra, p. 707. 
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The Applicant concurs in the Statement of Facts and Proposed Findings and 
Conclusions set forth in Staff Counsel’s Brief, with the exception of the Staff's 
recommendation that the certificate to be issued herein be conditioned so as to 
require the Applicant to file revisions of its FPC Gas Tariff to include a new 
rate schedule for interruptible service. 

It is found that Staff Counsel’s Statements of Facts and Proposed Findings 
and Conclusions are accurate and correct. They are adopted by the under- 
signed as his own findings and conclusions and for convenience are copied below : 
















Statement of Facts 





Northern Natural Gas Company (Northern), a Delaware corporation 
having its principal place of business at Omaha, Nebraska, filed an appli- 
cation on June 28, 1954 for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act authorizing it to construct 
and operate facilities to enable it to sell and deliver natural gas on an inter- 
ruptible basis to Iowa Public Service Company (Service Company) for re- 
sale in Independence, Iowa. 

Pursuant to due notice, a public hearing was held in Washington, D. C. 
on September 23 and 24, 19541, concerning the matters involved and the issues 
presented by the application. Service Company intervened in support of the 
application. There were no other interventions. The matter is now pend- 
ing before the Presiding Examiner for intermediate decision. 

The record shows that Northern proposes to construct and operate ap- 
proximately 2.5 miles of 6-inch branch line and a town border station at an 
estimated cost of approximately $55,000, and that these facilities will ex- 
tend from Northern’s 16-inch branch line presently being constructed to 
provide natural-gas service in Dubuque, Iowa. The facilities as designed 
are adequate to enable rendition of the proposed service, and the esti- 
mated cost of facilities appears to be reasonable, based upon Northern’s 
current experience in constructing similar facilities as authorized in Docket 
No. G—2063. The facilities will be paid for out of funds on hand. 

Service Company, in turn, will construct facilities in Independence esti- 
mated to cost approximately $95,000 in a three-year period. Such facilities 
will principally include mains in addition to those already in existence in 
Independence. Service Company will finance its construction costs from 
funds on hand. 





































Service Company presently distributes propane-air gas in Independence 
through an existing distribution system. If a certificate is issued in Docket 
No. G—2468, Service Company will distribute straight natural gas in Inde- 
dependence, but subject to curtailment under Step 5 of the curtailment pro- 
visions of Northern’s presently effective FPC Gas Tariff. At such times 
as curtailment is required, Service Company will discontinue the use of 
natural gas entirely and will substitute therefor propane-air gas made in its 


existing plant in Independence. 
, It is estimated that interruption of natural-gas service will take place 
during approximately 36 days out of each year. On such days, Service Com- 
C pany proposes to distribute propane-air gas of a heating value of 1,375 Btu. 
, This gas will replace natural gas received from Northern of a heating value 
y of about 1,000 Btu. The record shows that such replacement will be made 
’ by Service Company in such fashion as to insure the safety of gas consum- 
r 


ers in Independence. 

Peak-day requirements in Independence will be limited by the present 
safe operating capacity of Service Company’s plant in Independence to ap- 
proximately 675 Mcf. Annual sales will be approximately 165,000 Mcf in the 
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first year of operations. Service Company does not intend to make any 
change in its general service rates, but it will offer gas to industrial con- 
sumers under two new interruptible rates. It is clear that more adequate 
gas service will be afforded to consumers in Independence with the acquisi- 
tion of natural gas. 

Northern and Service Company have entered into an agreement dated 
April 15, 1954, whereby Northern agrees to sell and deliver, and Service Com- 
pany agrees to purchase and receive natural gas subject to the provisions 
of Northern’s Rate Schedule CD-1, but at a zero contract demand. Conse- 
quently, under the operation of Northern’s tariff, gas would actually be sold 
by Northern to Service Company under Northern’s R-1 rate schedule. The 
cost of gas to Service Company under such schedule would be 23.94 cents 
per Mcf. The record shows that the proposed arrangement will be eco- 
nomically feasible for Northern as well as for Service Company given the 
proposed charge of 23.94 cents per Mcf of gas. Likewise, it appears that 
Northern can make the estimated annual deliveries of gas to Service Com- 
pany without adverse effect on its system gas supply. 


Proposed Findings and Conclusions 


(1) Northern Natural Gas Company, a Delaware corporation having its 
principal place of business at Omaha, Nebraska, owns and operates a 
natural-gas transmission pipeline system located in the States of Texas, 
Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota, and by 
such operations Applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of April 6, 1943, in Docket No. 
G-280, 3 F. P. C. 967. 

(2) Northern’s facilities heretofore described are proposed to be used in 
the transportation and sale for resale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of 
Northern’s existing pipeline system, and the construction and operation 
thereof by Northern are subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Northern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules, and regulations of the Commission there- 
under. 

(4) The proposed construction and operation of facilities by Northern are 
required by the public convenience and necessity, and a certificate therefor 
should be issued subject to the recommended conditions hereafter set forth. 

(5) The general terms and conditions set forth in paragraphs (1), (2), 
(3) (i), (3) (iii), and (5) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure [18 CFR 157.20] should attach to any certificate 
issued and to the exercise of rights granted thereunder, and the time within 
which such facilities should be completed and in actual operation should be 
fixed at 3 months from the date on which a certificate issues. 

(6) Public interest requires that as an additional condition to the exer- 
cise of rights under any certificate granted, Northern be required to file, at 
least 30 days prior to commencement of service, revisions to its FPC Gas 
Tariff to include a new rate schedule for interruptible service of the type 


2BHxcept as to “minimum bill” provision discussed below. 
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proposed in this proceeding consistent with that offered in evidence by the 
Staff as Exhibit 9 herein. 


1The Staff takes the position that revision of Northern’s tariff to provide for a 
new type of rate schedule applicable to the service proposed is required. This con- 
tention is discussed in a later section of the brief. 


The only issue on which the parties are not in agreement is whether the pro- 
posed gas service is properly within the terms of the Applicant’s FPC Gas Tariff 
and, if not, what condition should be required to be fulfilled by the filing of an 
additional rate schedule providing for such interruptible service as is here in- 
volved. 

The Staff’s position is that the existing Tariff does not contemplate or estab- 
lish the terms for this service. Applicant argues that because Iowa Public 
Service Company now purchases gas from Applicant for resale in other areas 
than Independence, Iowa, on a contract-demand basis (under Rate Schedule 
CD-1), Rate Schedule R-1 covers the proposed sale for resale in Independence, 
Iowa. To accomplish technical compliance with the existing Tariff provisions, 
however, a service agreement in the form required by Rate Schedule CD-1 was 
executed which, however, provided for zero delivery of contract-demand gas for 
resale in Independence, Iowa. A contract to sell no contract-demand gas is 
hardly a contract to sell some contract-demand gas for resale in Independence, 
Iowa. If the sale of contract-demand gas to Iowa Public Service Company for 
resale in other areas satisfies the Tariff requirements, then why was this Service 
Agreement for sale of zero contract-demand gas for resale in Independence, 
Iowa, deemed necessary, executed and presented in evidence herein as a com- 
pliance with the Tariff. The answer clearly is that the present Tariff does not 
contemplate or make provision for the tyng of service here proposed and found 
to be required by the public convenience and necessity. It is held, therefore, that 
to try to squeeze such service into the existing Tariff provisions would be to 
do violence to the proper intent and scope of the Tariff. 

Hence, it is concluded that the public convenience and necessity do require 
that the certificate be conditioned to require Applicant to file as a Tariff revision 
a rate schedule in form satisfactory to the Commission to provide for inter- 
ruptible gas service such as here involved. 

Some of Applicant’s objections are not well taken. Before use of the new 
interruptible schedule could be made by other than existing customers due 
authorization would be required. The new schedule per se could not open the 
door to service under it to “any person or municipality” (not now being served 
pursuant to existing certifications) owning or operating a distribution system 
in any community adjacent to Applicant’s system. The new schedule would 
thus merely fix the terms of such interruptible service when duly authorized. 
By Section 7(a) of the Act, Congress has already opened the door, subject to 
Commission approval under the Act. 

However, Applicant’s objection that the Staff’s proposed Rate Schedule I-1, 
Interruptible Service (Exhibit 9 herein), does not provide for a minimum bill 
is well taken. Even though it is granted that it is most unlikely that any pur- 
chaser under it would fail and refuse to take gas on any day when available to 
it under its service agreement, after Applicant had constructed the service 
lateral to the community, nevertheless, it is not proper for the rate schedule not 
to provide for an equitable minimum bill payment should such contingency arise. 
Tariff provisions are not prescribed on the basis of mere likelihood of the oc- 
currence of some eventuality but must as a matter of regulatory control pro- 
vide for equitable rate revenues under all eventualities. Hence, it is held that 
Rate Schedule I-1, Interruptible Service, proposed by the Staff, would be a 
satisfactory compliance with the required condition in the certificate herein 
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issued, if filed by Applicant, providing Section 4 thereof entitled “Minimum Bill” 
provided for a just and reasonable amount to be paid by the purchaser which 
failed and refused on any day to take gas made available to it by the Appli- 
eant under that schedule. 

It remains only to consider this minimum bill provision. 

Because no party has presented any evidence as to what minimum bill would 
be equitable, the undersigned has no record before him on which to base a de- 
cision on this single feature. The decision, therefore, will not prescribe the 
specific minimum bill provision to be inserted by the Applicant in the new 
interruptible rate schedule. The decision will leave to the Applicant the filing, 
in compliance with the certificate condition, of a minimum bill provision, which 
is equitable, just and reasonable. There are set forth herein, however, some 
characteristics deemed to be essential elements thereof. The condition will 
provide that the new rate schedule filed must be satisfactory to the Commission. 

For the interruptible rate schedule, which is not tied to service under Rate 
Schedule CD-1, which does provide a minimum bill, as Rate Schedule R-1 is 
tied to Rate Schedule CD-1, not to have a minimum bill provision would leave 
the Applicant wholly without any revenue or return upon its costs of service 
relating to the service lateral constructed and operated by the Applicant to 
render this gas service, when and if, the purchaser, which had executed a 
service agreement under the new Rate Schedule I-1, failed or refused to accept 
delivery of gas thereunder on any day even though Applicant made the gas 
available and tendered its delivery in its service lateral at the border station 
point of delivery pursuant to the new Rate Schedule I-1. The minimum bill 
provision would not, however, apply when the purchaser’s actual requirements 
and take on any day were merely less than Applicant’s ability and readiness to 
deliver gas. Having in mind this probably unlikely eventuality of a refusal by 
the purchaser to take gas on some daws when gas was actually required by the 
purchaser, and was available and tendered, it would not be equitable for Appli- 
cant not to be paid, as a “minimum bill’, just and reasonable compensation for 
Applicant’s costs involved in standing ready and able to serve the purchaser 
under the new Rate Schedule I-1. 

It would appear, therefore, that some of the elements of cost, which intrin- 
sically would be involved as related to the cost of constructing and operating 
this service lateral, are the following: 

1. Maintenance and transmission expenses of the service lateral and metering 
and regulating facilities at the Independence, Iowa, border station adjusted to 
a ready-and-able-to-serve-basis of operation. This would include a proper allo- 
cation of general, administrative, accounting and collection expenses. 

2. Depreciation on such facilities at existing approved system rates. 

3. Existing approved rate of return on that portion of Applicant’s rate-base 
represented by these facilities. 

4. Taxes, Ad valorem, Federal Income and State Income, allocated to the 
facilities and service here involved. 

It is not intended by this analysis of elements, which appear to be involved, to 
predetermine thereby the measure of a just and reasonable minimum bill pro- 
vision. This analysis serves to demonstrate the necessity for an equitable 
minimum bill provision to be included in the new Rate Schedule I-1. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Northern Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
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tion and the record in this proceeding for the transportation and sale for resale 
of natural gas therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), and (5) of Section 157.20 of the Com- 
mission’s Rules and Regulations shall attach to the issuance of the certificate 
issued in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
operation and service hereunder shall be undertaken and regularly performed 
by Applicant within 90 days from the date of this order. 

(D) The public convenience and necessity requires that as an additional con- 
dition to the exercise of the rights granted under the certificate issued in para- 
graph (A) hereof, Applicant is required to file, at least 30 days prior to the com- 
mencement of service authorized hereunder, as a revision of its FPC Gas Tariff, 
a new Rate Schedule I-1, Interruptible Service, substantially in form and sub- 
stance the same as that introduced in evidence in this proceeding, except that 
said Rate Schedule shall prescribe a minimum bill payment for Applicant’s 
ready-and-able-to-serve costs on a daily basis, which is just and reasonable, 
and that is satisfactory to the Commission. 

EMERY J. WOODALL, 
Presiding Examiner. 


Order modifying presiding examiner's initial decision and affirming such 
decision as modified 


December 1, 1954 


The Presiding Examiner issued his initial decision in the above-entitled mat- 
ter on October 22, 1954, whereby, subject to review by the Commission, he 
granted a certificate of public convenience and necessity to Northern Natural 
Gas Company (Applicant). Such certificate was made subject to the condition, 
among others, that Applicant, at least 30 days prior to the commencement of 
service authorized by such order, file as a revision of its FPC Gas Tariff a new 
Rate Schedule I-1, Interruptible Service, “substantially in form and substance 
the same as that introduced as evidence in this proceeding, except that said 
Rate Schedule shall prescribe a minimum bill payment for Applicant’s ready- 
and-able-to-serve costs on a daily basis, which is just and reasonable, and that 
is satisfactory to the Commission.” 

Applicant objects to so much of the Examiner’s decision as would require it 
to file a new rate schedule applicable to the service proposed, alleging that its 
existing Rate Schedule R-1, as now contained in its presently effective FPC Gas 
Tariff, is applicable to the service proposed in the instant application. Staff 
counsel objects to that portion of the decision prescribing the addition of a 
minimum bill payment to the form of rate schedule to be filed by Applicant 
as a condition to the exercise of rights granted by the certificate. 

Upon consideration of the Presiding Examiner’s decision, the objections 
thereto raised by the parties and the record in this proceeding, the Commission 
is of opinion that the decision should be modified to provide that Applicant, as 
a condition to the exercise of the rights granted by its certificate, be required to 
file a new rate schedule applicable to the new service herein proposed, but 
without provision for a minimum bill payment. 

With respect to Applicant’s contentions concerning the applicability of Ap- 
plicant’s existing tariff to the interruptible service proposed, and the propriety 
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of the form of rate schedule put into evidence as Exhibit 9 during hearing, the 
‘Commission is of the view that such contentions have been fully considered and 
answered in the Presiding Examiner’s decision; and his findings and con- 
clusions in these respects are hereby expressly adopted. 

As concerns the provision for a minimum bill in any new rate schedule to be 
filed, the Commission has concluded that, considering all the circumstances, a 
minimum bill provision in such rate schedule would be inconsistent with the 
type of service being afforded and would not, in any event, be required to safe- 
guard Applicant should similar service be rendered in the future to other com- 
munities along Applicant’s system. The service to be offered in Independence by 
Applicant is interruptible, not firm; and a minimum bill provision would im- 
pose on the purchaser a potential obligation which, as an interruptible customer, 
the purchaser should not be required to sustain. So far as similar service in 
the future to like communities is concerned, Applicant is protected, insofar 
as such protection is proper under the Natural Gas Act, by the provisions of 
Section 7(a) thereof. 

The Commission further finds: 

The Presiding Examiner’s decision, and specifically paragraph (D) of the 
order contained in such decision, should be modified in accordance with the Com- 
mission’s views as expressed herein, and the decision and order, as so modified, 
should be affirmed. 

The Commission orders: 

(A) Paragraph (D) of the order accompanying the Presiding Examiner’s de- 
cision issued in this proceeding on October 22, 1954, be and it hereby is modified 
to read as follows: 

(D) The public convenience and necessity require that, as an additional con- 
dition to the exercise of the rights granted under the certificate issued in 
paragraph (A) hereof, Applicant be required to file, at least 30 days prior to 
the commencement of service authorized hereunder, as a revision of its FPC Gas 
Tariff, a new Rate Schedule I-1, Interruptible Service, substantially in form and 
substance the same as that introduced in evidence in this proceeding, which 
rate schedule shall be satisfactory to the Commission. 

(B) As so modified, the decision and order of the Presiding Examiner be and 
the same hereby are affirmed. 


IN THE MATTER OF 
TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY 
Upon a Filing for an Increase in Rates 
Docket No. G-2219 
November 10, 1954 * 


Syllabus 


1. No separate provision need be made in the working capital allowance for 
minimum bank balances. P. 712. 

2. No reason has been established for a cash allowance in excess of the actual 
five-day lag. P. 713. 


* Initial decision became the final decision and order of the Commission by order of the 
Commission issued December 16, 1954, infra, p. 729. 
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Average amount of Federal Income Tax accruals up to 75 percent set off 
against gross working capital. P. 713. 

4. Where legal question arises as to how much gas pipeline will receive from 
producer under its contract at a lower price, Commission conditions order 
to provide for possible refunds. P. 716. 

5. Reasonableness of a rate of return should be tested by a company’s actual, 
rather than a purely hypothetical capital structure, but recognition is given 
to company’s proposed program of reduction of debt capital. P. 720. 

6. Lower revised estimates of gas sales accepted for purposes of testing reason- 
ableness of rates. P. 725. 

7. Commission determines just and reasonable rates for Texas Illinois under 

Section 4 of the Natural Gas Act. P. 729. 








Clarence H. Ross, Clarence W. Miles, and Charles C. McDugald for Texas 
Illinois Natural Gas Pipeline Co. 


Abraham R. Spalter for the staff of the Federal Power Commission. 


Marsu, Presiding Examiner: This proceeding is one arising under the pro- 
visions of Section 4 of the Natural Gas Act. It was initiated by the filing on 
June 29, 1953 of Second Revised Sheets Nos. 5, 6, 9 and 10 and First Revised 
Sheets Nos. 11 and 12-A of Texas Illinois Natural Gas Pipeline Company’s 
(Texas Illinois) FPC Gas Tariff, Original Volume No. 1. Such revised tariff 
sheets were to have the effect of changing Texas Illinois’ rate schedules CD-1, 
CD-2, and rate schedules I-1 and X-1, effective August 1, 1953, and will in- 
crease Texas Illinois’ rates and charges for the sale of natural gas for resale in 
interstate commerce by an approximate amount of $5,857,591 based on esti- 
mated sales for the year ending July 31, 1954. 

By order issued July 29, 1953, the Commission directed that a public hearing 
be held concerning the lawfulness of the rates and charges contained in the 
revised sheets above described and, pending such hearing and a decision thereon, 
suspended such rates and charges and deferred their use until January 1, 1954, 
subject to the further order of the Commission and the provisions of the Natural 
Gas Act. 

Thereafter Texas Illinois, by motion made pursuant to Section 4(e) of the 
Natural Gas Act, made the proposed changes effective as of January 1, 1954. 
Since that date the proposed rates have been in effect subject to the terms and 
conditions of Commission orders issued on January 14 and January 25, 1954. 

Pursuant to the Commission’s order issued October 30, 1953, hearings were 
held from time to time as the circumstances permitted. The Illinois Commerce 
Commission (Illinois), the City of Chicago, Illinois (Chicago), The Peoples 
Gas Light and Coke Company (Peoples), Northern Indiana Public Service Com- 
pany (Northern Indiana) and Northern Illinois Gas Company (Northern Illi- 
nois) * were permitted to intervene and they participated in the proceeding. 
After the conclusion of the hearing the parties and the participants were af- 
forded an opportunity to file briefs, and briefs were filed by Texas Illinois, the 
City of Chicago, the Illinois Commerce Commission, and the Staff of this Com- 
mission. 

The changes in rates initially proposed by Texas Illinois were designed to de- 
crease the demand charge under its CD-1 and CD-2 rate schedules from $2.50 
per thousand cubic feet of daily contract demand to $2.39, and to increase the 


1Initially a petition to intervene had been filed by Commonwealth Edison Company and 
such petition had been granted. Thereafter, Commonwealth and Northern Illinois filed a 
motion showing the acquisition by the latter of the gas properties and business of the 
former and requesting the substitution of Northern Illinois for Commonwealth as inter- 
venor in the proceeding. That motion was granted by order issued July 15, 1954. In this 
decision the names are used interchangeably. 
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commodity charges thereunder from 16¢ per thousand cubic feet to 20.17¢; to 
increase the charge under its I-1 rate schedule from 16¢ to 20.17¢ per thousand 
cubic feet; and to increase the charge under its X—1 rate schedule from 24.22 
to 28.03¢ per thousand cubic feet which represents the aggregate of the demand 
and commodity charges under the CD-1 rate schedule, computed at a 100% load 
factor. 

Based upon estimated sales for the year ended July 31, 1954, the proposed 
revised tariffs entailed an estimated aggregate increase of $5,857,591, or ap- 
proximately 15.2%, in the then effective rates and charges applicable to Texas 
Illinois’ 15 customers. 

As a result of conferences held on May 11, 1954 during a recess in the 
hearing and which conferences were attended by all of the parties and par- 
ticipants, agreement was reached as to a number of elements relevant to the 
determination of the reasonableness of Texas Lllinois’ proposed rates. It was 
agreed thereat that for the purposes of this proceeding the 12 months period 
ended October 31, 1953 after adjustments for known and agreed upon changes, 
would afford a reasonable basis for testing the reasonableness of the proposed 
rates, and it was further agreed that as of April 30, 1954 in connection with 
Plant in Service as of January 31, 1954, Texas Illinois’ gas plant in service was 
$171,063,942; that the reserve requirement was $10,220,767; and that there 
should be a credit to net utility plant for contributions in aid of construction in 
the amount of $52,223. Thus, the net investment in utility plant in the amount 
of $160,790,952 was agreed upon by the parties to the proceeding. It was also 
agreed that the classification of costs between demand and commodity as re- 
flected in the Staff’s exhibit on allocation of cost of service would be adopted 
for the purposes of this proceeding. 

The issues remaining for determination herein are: 

(1) the reasonableness of Texas Illinois’ estimates of future sales volumes; 

(2) the reasonableness of Texas Illinois’ estimates of the cost of purchased 
gas; 

(3) the reasonableness of Texas Illinois’ claim for working capital; and 

(4) the rate of return which would be fair and reasonable. 


HISTORY AND OPERATIONS OF THE COMPANY 


Texas Illinois is a Delaware corporation which owns and operates natu- 
ral gas pipeline facilities employed in the transportation of natural gas in 
interstate commerce, and the sale in interstate commerce of such gas for 
resale. The company owns and operates some 1400 miles of transmission and 
gathering lines (together with appurtenant facilities) by means of which 
natural gas produced in the Gulf Coast Area of Texas is transported through 
portions of the State of Texas, and the states of Arkansas, Missouri and II- 
linois to a point near Joliet, Illinois. From that point there is an extension 
from the main pipeline to a point near Volo, Illinois. 

Texas Illinois sells natural gas for resale only. It does not make any direct 
industrial sales. The larger purchasers of its gas are Northern Illinois Gas Com- 
pany (Successor to Commonwealth Edison Company), Natural Gas Pipe Line 
Company of America (Natural Gas Pipeline), Northern Indiana Public Serv- 
ice Company (Northern Indiana), The Peoples Gas Light and Coke Company 
(Peoples) and Natural Gas Storage Company of Illinois (Storage). It also 
sells gas to 10 companies which distribute gas in communities in Missouri and 
Tilinois. 

The system’s presently authorized daily sales capacity is 519,120 Mcf. 

As of December 31, 1953, 70.56% of the outstanding common stock of Texas 
Illinois was owned by The Peoples Gas Light and Coke Company. The latter 
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company is engaged in the purchase, production, and local distribution and sale 
of gas in the City of Chicago. 

In addition to its interest in Texas Illinois, Peoples owns all of the issued 
and outstanding capital stock of Natural Gas Pipeline Company of America, 
Texoma Natural Gas Company (Texoma) and Chicago District Pipeline Com- 
pany (Chicago District). Texoma is engaged in the exploration and produc- 
tion of gas and oil in the Panhandle Field in Texas. Natural Gas Pipeline 
owns and operates a natural gas pipeline system extending from that field to a 
point near Joliet where it delivers natural gas to Chicago District for delivery 
to Peoples and to three other gas distribution companies serving territories 
contiguous to and included within the Chicago Metropolitan area. 

For the most part, Texas Illinois and Natural Gas Pipeline have the same 
officers. 

Natural Gas Storage Company (Storage Company) is constructing and de- 
veloping an underground storage project near Herscher in Kankakee and Iro- 
quois Counties, Illinois. Texas Illinois and Natural Gas Pipeline each own 50% 
of the issued and outstanding capital stock of Storage. The purpose of the 
storage project is to provide means of storing, during periods when demands 
are low, significant quantities of gas which would become available to the 
Chicago area in times when space heating demands are high. 

The plan of operation of the storage project contemplates that Texas Illinois 
and Natural Gas Pipeline will, upon direction by their respective utility cus- 
tomers, deliver gas owned by such customers to Storage Company for with- 
drawal at a later time by those customers. In other words, gas would be sold 
by Texas Illinois and Natural Gas Pipeline to their customers who would then 
have such gas stored in the storage project. Those customers would pay stor- 
age charges for the services thus provided in accordance with tariffs filed with 
the Federal Power Commission. 

Authorization for the construction, acquisition and operation of the facilities 
now employed in the project was granted by the Commission’s Opinion No. 236, 
and order issued September 11, 1952, in Docket No. G—1757, 11 F. P. C. 366. Under 
applicant’s operations as proposed therein, the maximum quantity of natural gas 
to be delivered out of the project was to be 150,000 Mcf per day during the 
1953-54 winter season. It was specifically noted in the Opinion that the 
applicant proposed to allow the maximum withdrawal of only 150,000 Mcf in 
the first year of operation. 

Paragraph (B) of the Order stated that: 

(B) The authorization granted herein covers only the first stage of the 
proposed storage development and no subsequent stage of storage develop- 
ment shall be undertaken without Commission authorization. 


RATE BASE 


As has been stated, in the course of the conferences held herein it was agreed 
between the Company, the Staff and the Interveners, that for the purposes of 
this proceeding, Texas Illinois’ net investment in utility plant, as adjusted is 
$160,790,952. The only controversy relating to rate base concerns the working 
capital allowance. 

Working capital allowance.—Dealing specifically with the amount which 
should be allowed for Working Capital, agreement was reached as to an ap- 
propriate amount for Materials and Supplies, Prepayments, Prepaid Gas Pur- 
chase Contract Costs and th of net operating expenses. The aggregate of the 
thus agreed upon items is $2,170,579. In addition thereto, however, the Com- 
pany insists upon (1) an allowance of $2,500,000 as a Minimum Bank Balance, 
and (2) eth of Purchased Gas Expense, amounting to $1,319,701. 
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Going further, the Staff contends that there should be offset against Gross 
Working Capital an amount of $3,508,081 representing %th of the Company’s 
annual accruals for Federal income taxes. These accruals would aggregate in 
the test period, and at a rate of return of 6%, $4,677,441. Thus, upon the 
Staff’s theory of the case, no specific allowance would be made for Working 
Capital. The Company contends, however, that only 43.33% of Income Tax 
Accruals, resulting from the application of a 642% return, viz., $2,880,718, should 
be offset against the $5,990,280 Gross Working Capital claimed by the Com- 
pany. Thus the Company claims a net allowance for Working Capital of 
$3,109,562. 

The reasons advanced by the Company’s witness for seeking an allowance of 
$2,500,000 as a minimum bank balance were: 

(1) from the standpoint of the Company’s relations with its banks sufficient 
funds must remain in the accounts at all times to compensate the bank for its 
services; and 

(2) sufficient funds must be maintained with these banks to establish and 
preserve a line of credit which will permit the Company, at all times, to borrow 
money at prime interest rates. 

Texas Illinois maintains accounts in three banks and it was its witness’ 
opinion that average deposits of $1,000,000 in each are necessary. The Com- 
pany’s witness testified that the maintenance of such a congenial relationship 
between the Company and its depositories is quite necessary because of the 
many contingencies which may face a natural gas company, such as economic 
conditions, major strikes, line-breaks, inflation, the sudden imposition of taxes, 
and increased costs of gas due to decreased demands. 

Respondent is aware of the opinions of the Commission, going as far back as 
Cities Service Gas Company, 3 FPC 459, 478 (decided July 28, 1943) in which 
the Commission has held that no separate provision need be made in the Work- 
ing Capital allowance for minimum bank balances. Though fully cognizant of 
the Commission’s more recent Opinion No. 275 in Michigan-Wisconsin Pipeline 
Company, 13 F. P. C. 326, in which a similar item was disallowed, the Company 
contends that minimum bank balances inure to the ultimate benefit of the gas 
consumer ; that since income tax accruals vary between amounts available from 
one month to another, the use of an average for the year does not actually al- 
low adequate cash for the Company’s operations. 

In this connection, it should be pointed out that no evidence was presented that 
the banks in which Texas Illinois deposits have schedules of rates and charges 
which are made to commercial depositors maintaining balances less than a 
given amount which would result in expense to the Company should the bal- 
ances in those accounts fall below such amounts. To support the Company’s 
contention, it would seem that some evidence should have been adduced showing 
the results which might be expected from the Company’s failure to maintain 
the balances sought. Neither was evidence presented as to balances required 
for the maintenance of particular levels of credit. Thus, there is no affirmative 
evidence in the record to support the hypotheses assumed by the Company. 

Furthermore there is no testimony in the record coming from any qualified 
witness, for the assumption of the probability of the other contingencies feared 
by the Company witness. It is concluded, therefore, that the reasons ad- 
vanced by the Company for minimum bank balances are extremely conjectural 
and do not afford a basis sufficiently tangible to justify all or any part of the 
allowance requested for minimum bank balances. 

The amounts due the Company from its gas users are payable on the 25th of 
each month. The contracts under which the Company purchases gas, however, 
provide for payment on the 20th of the month. Thus, there is a lag of five days 
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between the date Texas Illinois must pay for the gas which it purchases and 
the date on which it recovers the amounts from its customers. The Company 
is demanding in this case an allowance for a lag of 30 days, and the contention 
is that whether the lag is one day or thirty days is of no significance. 

The Company’s contention fails to recognize the fact that its business is a 
continuing process and its funds are not segregated for particular purposes or 
uses. No reason whatever has been established for a cash allowance in excess 
of the actual five-day lag, and an allowance to that extent will be more than 
offset by other revenues which in the course of operations will be available to 
the Company, and yet which will not have been charged to it in the determina- 
tion of the Working Capital allowance. 

Furthermore it should be here noted that Texas Illinois has only 15 customers 
and approximately 50% of the Company’s revenues are derived from companies 
which with it are under common control. It appears that this small lag might 
be eliminated by advancing the date of payments from its customers. 

It is concluded that the amount allowed herein for Working Capital will 
adequately provide the cash which may be required by the lag between payment 
for gas and receipt of gas revenues. 

Despite the fact that the Commission has consistently offset against Working 
Capital approximately 75% of the annual income tax accruals of natural gas 
companies, Texas Illinois insists that to so apply such a percentage for this 
purpose is unfair and unreasonable. The Company insists that the average 
amount of Federal income tax accruals has no significance in the determination 
of the amount to be allowed for Working Capital; that the amount of money 
represented by Federal income tax accruals at the lowest point during the year 
is the figure which should be used. The Company thus suggests an offset 
against Working Capital of an amount no more than that which represents 
the minimum amount of collections from gas customers held by the Company 
during the course of the year to be used later for payment of Federal income 
taxes. That low point is reached immediately after the June 15th income tax 
payment. 

For the year 1954, the amount of the previous years collections remaining 
unpaid after June 15th would be 10% plus the amounts collected from cus- 
tomer sales for that purpose during the current year prior to that date.® The 
testimony shows that as of June 16, 1954, the amount remaining in the Com- 
pany’s hands was 43.33% of the annual Federal income tax accruals. 

While the Company admits that at all other times during the year the amount 
on hand as accrued would be greater, and at some time substantially greater, 
than as of June 16, and would average roughly 75% of the annual amount, they 
contend that no more than the amount unremitted immediately after that pay- 
ment is the amount which should be offset against Working Capital. 

gain, it appears that the Company fails to take into account the continuing 
nature of its business and the numerous sources of income which are not used 
against them in the determination of the amount to be allowed for Working 
Capital. In that connection, attention should be called to the fact that included 
in operating expenses agreed upon between the parties was an amount of 
$1,027,084 representing taxes other than Federal income. Those accruals, there- 
fore, are also available from time to time. 

Accordingly, it is appropriate to set off against the Gross Working Capital in 
the amount of $2,170,579 an amount up to 75% of the Federal Income Taxes pay- 
able on the return allowed herein, which amount more than equals such Gross 
Working Capital. 


2 In 1955 the Company will pay 50% in March and 50% in June. 
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The total rate base to be used for the purpose of determining the reasonable- 
ness of the rates proposed in this proceeding by Texas Illinois is found to be 
$160,790,952. 

COST OF SERVICE 


Operating expenses as set out below were agreed upon between the parties 
and it is conceded that they constitute items and amounts to be included in the 
Cost of Service: 


IE I NE i Seis edd ctinRabedaaan $240,960 
Gas used in utility operations—credit ~...----.----------- (939,175) 
TERRSORISEIOT CXQORBO 6. nn nn eset sescsnbeseneee 3,973,803 
SP NE IND | ick he ise esis elie ithe totam ahibasianteaaiesio 136,103 
Customers accounting and collecting expemse ~_.__--------- 17,932 
Administrative and general expenses ~_------------------- 1,556,581 
PERU OIG CRG iit oie dh hn dd dn ukdnadssbemasuen (71,064) 
SPC GIS isn in dh en tandeenbdennkien 5,644,891 
Taxes other than Federal and State income ~__------------ 1,027,084 





PA: SI I iin cs ncn iogcielaelin ca aes acai an 11,587,115 


There remain for consideration the cost of purchased gas and rate of return 
to be allowed. 

Cost of gas purchased.—Among other gas purchase agreements Texas Illinois 
(therein called “Buyer’) has a contract (dated January 25, 1950), with certain 
persons and corporations severally (therein called “Sellers”) under the pro- 
visions of which Buyer agreed to purchase and Sellers agreed to sell natural 
gas produced on certain tracts and units in “the La Gloria Area, Jim Wells 
and Brooks Counties, Texas”. 

Subject to the other provisions of the contract, Buyer agreed to purchase, and 
each Seller agreed to sell its prorata part of 85,000 Mcf of natural gas per day 
averaged over each accounting year. Variations in daily rates of take were not 
to exceed 28,000 Mecf per day above or below 85,000 Mcf, provided that if Buyer 
did not actually take 57,000 Mcf a day he would nevertheless pay for such 
quantity monthly. Actually, Buyer was required to take or pay for within 3% 
of an average of 85,000 Mcf a day during an accounting year provided sellers 
had such quantity available for sale to Buyer. 

The contract contained the statement that: 

“* * * Bach Seller shall be obligated, however, to deliver all gas from time 
to time available to him in respect to his ownership of any portion of the gas 
reserves to the extent necessary to deliver the total volumes provided for * * *” 
as set out above. 

The contract contained the reservation, however, that: 

Sellers hereby expressly reserve unto themselves the exclusive right to use 
at all times and from time to time at Sellers’ option, all or any part of the 
gas dedicated hereunder as may be required in Sellers’ discretion for 
Sellers’ operations in the La Gloria area, including, but not by way of limi- 
tation, its use for fuel, drilling, deepening, operating, cycling or pressure 
maintenance of the properties belonging to Sellers in the La Gloria area. 
Sellers shall also have the right to use gas for repressuring operations in 
the La Gloria area from horizons discovered subsequent to the date of this 
contract. Sellers shall also have the right to extract or cause to be extracted 
from such gas gasoline and other liquefiable hydrocarbons at all times and 
from time to time and to any degree and quantity desired by Sellers, * * * 
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Sellers hereby expressly reserve the right to deliver to other purchasers 
of gas a quantity of gas which shall not exceed 93 million cubic feet of gas 
per day. 


The contract provided, also, for a joint study of the reserves within one 
year, and if demanded, every two years thereafter, to determine whether or not 
the reserves dedicated contain recoverable gas equal to the maximum volumes 
and whether the required daily volumes are available. 

It also contained a provision that in the event during the continuance of this 
contract the Federal Power Commission shall impose regulations upon Sellers 
in respect to the production, gathering, processing, and sale of gas by Sellers, 
Sellers shall have the right to terminate the contract. 

“The gas sold hereunder”, the contract stated, “shall be gas as produced in its 
natural state except that Sellers may remove or cause to be removed gasoline 
and other hydrocarbons.” 

The term of the contract was 20 years from the date of first deliveries or 
April 1, 1952 whichever was the earlier date. The price for each 1000 cubic 
feet was to be 7.4566¢ per Mcf. (at a base temperature of 60° Fahrenheit and 
at an absolute pressure of 14.65 pounds per square inch) during the first five 
year period increasing in price at each five year interval thereafter. 

Early in the hearing the Company produced a witness on the subject of the 
source of gas supply who testified that although the contract quantity is 85,000 
Mcf (as set out above), the deliveries from the LaGloria area had been reduced 
in the preceding five months period to a quantity as low as 15,000 Mcf a day. 
That witness estimated that in the year 1954 deliveries from that area to Texas 
Illinois would average no more than 25,000 Mcf a day. In the expectation that 
there would be a reduction of that nature the Company had contracted with 
Phillips Petroleum Company for spot purchases of approximately 50,000 Mef., 
the amount of the deficiency, at a price of 15¢ per Mcf. 

Initially the estimated requirements of gas purchased for the adjusted test 
period were 172,721,244 Mef., the cost of which was estimated at $18,616,350, 
an average of 10.7783¢ per Mcf. 

Estimates subsequently submitted by the Company reduced the volume of gas 
to be sold during the test period to 152,766,780 Mef, and the amount of gas 
required therefor (including gas used by the Company and lost and unaccounted 
for) was estimated as 154,201,761 Mcf. 

At that time testimony was presented that since December 2, 1954, the de- 
liveries to Texas Illinois have averaged about 35 million cubic feet a day and 
that Texas Illinois received from the LaGloria area in the month of May, 1954, 
an average of 33,816 Mcf. per day. During the first nine days of June, 1954, 
the deliveries ranged from 21,539 to 44,071, an average of 33,956 Mcf per day. 
Evidence was also presented to the effect that there would be available to Texas 
Illinois from this source no more than an average of 35,000 Mcf a day, or an 
annual volume of 12,775,000 Mef. Other changes were made in the estimates 
of purchase gas costs with the result that the total cost of gas (exclusive of 
production tax effective September 1, 1954) was calculated at $15,506,038, an 
average cost of 10.049¢ per Mcf. If it were assumed that there was available 
to Texas Illinois from the La Gloria area 85,000 Mcf a day rather than the 
35,000 Mcf thus estimated the total cost of the same volume of gas would be 
$14,111,922 or $1,394,116 less than these later company estimates. 

The La Gloria field is predominantly a gas condensate field producible from 
33 different horizons. Some of the reservoirs contain only free gas, while 
others have oil columns with large gas caps at the top. The field is unitized, 
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but at present for gas only. The gas productive area is largely contained within 

the gas unit known as the La Gloria unit of which 58.587% is owned by Mag- 
nolia Petroleum Company and 16.873% is owned by Ohio Oil Company. Oper- 
ations within the unit are determined by a vote of the unit owners. 

Throughout the early period of the contract the unit had been operated at a 
cycling rate of 65 to 70 million cubic feet a day, and on that basis no difficulty 
would have been experienced in making 85,000 Mcf of gas a day available to 
Texas Illinois. 

At a meeting of the producers and representatives of Texas Illinois held in 
April 1954 pursuant to the provisions of the contract, it was agreed that recover- 
able reserves in the field were ample to take care of the current requirements 
therefrom. At an adjourned session of that meeting held a short while later 
the operators of the unit for the first time disclosed an intent to conduct a 
eycling program on the basis of 100,000 Mcf a day and at that time they an- 
nounced that approximately 35,000 Mcf a day was all the gas that could be 
made available to Texas Illinois over the unexpired term of the contract. They 
had then decided that a cycling program most favorable for the production of 
the field would be predicated on the use for that purpose of from 100,000 to 
110,000 Mcf of gas a day for 12 to 13 years. 

The City of Chicago contends that the Company has been dilatory in the 
enforcement of its contract rights. On the basis of the present record the City 
contends that only two possible courses of action seem available to render 
justice to the customers of Texas Illinois. This Commission may, the City 
contends, determine rates for the Company on the assumption that the full 
contract quantity of gas is being supplied to Texas Illinois under the contract 
with the La Gloria producers or the Commission may enter upon a general 
investigation to determine why the contract is not being fulfilled. 

The Examiner is aware that subsequent to the conclusion of the hearing 
herein Texas Illinois has received from the producers in the La Gloria area 
notice of the election on the part of such producers to terminate the contract 
and the deliveries of gas thereunder. Proceedings have been instituted before 
this Commission placing in issue the right of such producers to terminate the 
contract or curtail deliveries thereunder. Similar proceedings are pending 
against producers of gas in the “Clayton area” in Live Oak and McMullen 
Counties, Texas. 

The Examiner is also aware that Magnolia Petroleum Company, one of the 
owners of the La Gloria unit as stated above, has instituted proceedings in the 
United States District Court for the Southern District of Texas putting in issue 
the rights of the parties under the La Gloria area and the Clayton area con- 
tracts. It is likely that considerable time will have elapsed before the con- 
clusion of those proceedings and definite orders have been issued dispositive of 
the controversy. 


In the meantime it is believed to be necessary for this Examiner to render a 
decision in this proceeding. It is also believed to be necessary to decide this 
case upon the basis of the evidence presented herein. No useful purpose would 
be served by undertaking conjecture as to the outcome of that litigation. 
Findings cannot here be made upon assumptions as to the outcome of that or 
any other potential litigation of the subject matter. There is no evidence in 
this record that the producers in the La Gloria area can be compelled to 
deliver to Texas Illinois a greater quantity of gas than they are presently 
delivering. It is concluded that the volume of gas which Texas Illinois can 
expect to receive from the Sellers in the La Gloria area over the next several 
months at least will not average in excess of 35,000 Mcf a day. The evidence 
shows that the cost of purchased gas in the quantity required for the deliveries 
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hereinafter found appropriate for test purposes with receipts from the La 
Gloria area limited to 35,000 Mcf a day will be $15,506,038 exclusive of pro- 
duction tax. 

However, Texas Illinois proposed at the hearing that in the event the cost 
of purchased gas is allowed as described above beginning January 1, 1954, to 
the extent that the cumulative daily deliveries received by Texas Dlinois from 
the La Gloria area operators shall exceed 35,000 Mcf a day (1) over a period 
of one year (and thereafter at six months intervals) or (2) whenever Texas 
Illinois shall have finally concluded and terminated its controversy with the 
La Gloria operators whichever event shall occur first, Texas Illinois will refund 
to its utility customers a sum equal to 744¢ times the number of Mcf by which 
the cumulative deliveries from the La Gloria area operators, during the period 
covered, shall have exceeded an average of 35,000 Mcf a day. 

A condition will be attached to the order issued herein which will enforce 
compliance with that proposal. 

Rate of return.—A great deal of evidence was presented by the litigants on 
the subject of rate of return. One of Texas Illinois’ witnesses testified concern- 
ing the Company’s capital and its sources, earnings and dividend price ratios of 
other natural gas companies, common stock offerings, earnings per share, and 
other related data. A Staff witness presented quite voluminous data bearing 
upon the question of a reasonable return including yields on bonds of public 
utilities, railroads, industrials, as well as treasury bonds, data on public offer- 
ings of natural gas bonds, preferred and common stocks, earnings price ratios of 
natural gas and selected common stocks, natural gas capitalization ratios, and 
information upon the outstanding securities and earnings of Texas Illinois. 
Neither of those witnesses expressed an opinion as to what would be a reason- 
able return to Texas Illinois under the evidence in the proceeding. 

However, another witness for Texas Illinois testified at some length on the 
subject, and in his testimony he concluded, and expressed the opinion, that a 
614% rate of return is the absolute minimum which will preserve the financial 
integrity of the company and compensate it for the character of the risks as- 
sumed in the operation of the business. 

In contrast to that evidence, a witness presented on behalf of the City of 
Chicago testified that the necessary cost of capital and the appropriate rate of 
return are identical, and that in this instance such cost is 4.7718%. 

Although, as has been noted, no Staff witness testified as to the rate of return 
which would be necessary in this case after a full review of the evidence the 
Staff took the position that a rate of return of no more than 542% is just and 
reasonable in this case. 

It is the position of the Illinois Commerce Commission that a rate of return 
no greater than 6% should be allowed. 

The Company’s exponent of a 642% rate of return has been a Vice President 
of Natural Gas Pipeline and of Texoma since 1948 and their Secretary and 
Treasurer since 1946. He holds similar positions with Texas Illinois, Storage 
Company, and Texoma Production Co. All of the records of those several 
companies are under his control, and since becoming Secretary-Treasurer of 
Natural Gas Pipeline he has had charge of the financing of all of the companies 
in the group. 

The witness for the City of Chicago had worked for 11 years for investment, 
banking and commercial concerns. Over a period of nine years he had taught 
such subjects as Investments, Corporation Financing, Accounting, Statistics, 
Money and Banking, and General Economics at Rutgers University; and for 
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five years he had been employed in the Office of Price Administration in the 
United States Government. For the past eight years he has been a consultant 
in public utility matters. 

As of November 30, 1953, the Company’s capital structure was as follows: 


First mortgage pipeline bonds: 

3% percent series, due 1970 

44 percent series, due 1975. 

Total long-term debt 

Cumulative preferred stock, par value $100, $5 series............-.-..---.----. 
Common stock par value $1_ 
Premium on common stock-....-.-- 
Earnings retained for use in busine 


Total comiron stock equity 





Total capitalization 180, 310, 012 | 
! 


* Includes sale of $15,500,000 principal amount of First Mortgage Pipeline Bonds, 454 Percent Series, due 
1975, on Dee. 15, 1953. 


The weighted average cost to the Company of its long term debt as set out 
above is conceded to be 3.50%. The actual cost to the Company of the funds 
derived from its cumulative preferred stock is 5.22%. 

In arriving at an overall rate of return of 4.77% the witness for the City of 
Chicago employed the Company’s actual capital structure and applied the actual 
cost to it of its long term debt and preferred stock. He fixed the cost of the 
Company’s equity capital at 8.24%. In its brief the City of Chicago points out 
that if the Company’s actual costs were applied to its outstanding debt and 
preferred stock and the rate of 10.5% proposed by the Company as the cost of 
equity capital were applied to the equity capital, the overall rate of return 
would not exceed 5.3%. 

But the Company is unwilling to concede either that its actual capital 
structure should be employed or that its actual cost of money should be applied. 
Its witness testified that, all other things being equal, there should be no 
variation in the allowance for rate of return to two utilities because of differ- 
ences in capital structure. Upon that hypothesis he testified that the capital 
structure of Texas Illinois for purposes of arriving at a reasonable rate of 
return for the future should be adjusted to that of the standard capital struc- 
ture of the industry, viz., approximately 58% debt and 42% equity. He testified, 
too, that current cost of money, rather than the actual cost currently experi- 
enced by the Company, should be the criteria for the determination of a reason- 
able return. In that connection he testified that the current cost of bond money 
would be not less than 4%. In reaching that conclusion the witness testified 
that Moody’s Bond Yield Averages do not represent an accurate measure of the 
yields required in connection with the bond issues of a particular company 
since, he said, it was necessary to grant concessions in order to sell large 
quantities of bonds and that the cost of flotation in recent issues has averaged 
about 1% above the yield represented by the public offering. 

It is generally agreed that Texas Illinois is entitled to such rates as will 
permit it to earn a return equal to that generally being made currently on in- 
vestments in other business undertakings which are attended by corresponding 
risks and uncertainties, but not such profits as would be anticipated from 
highly profitable enterprises or speculative ventures. It is agreed too that the 
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return should be reasonably sufficient to assure confidence in the financial 
soundness of the company and should be adequate under efficient and economical 
management to maintain and support its credit and enable it to raise the 
money necessary for the proper discharge of its functions as a natural gas 
company. But, as the Commission has on numerous occasions indicated, the 
determination of a fair rate of return must be based so far as is possible upon 
consideration of numerous known and predictable elements as they are reflected 
in the evidence of record. In reaching a conclusion as to what constitutes a 
fair and reasonable return, it would appear desirable to eliminate so far as 
possible those elements which are purely conjectural in nature. 

Since, in this instance, Texas Illinois does not propose currently to refinance 
its debt or preferred stock, no occasion appears to exist for speculation as to 
such cost in the event such steps were taken. Furthermore, the evidence clearly 
shows that the trend of debt capital costs, which during the early months of 
1953 was rising, has been reversed and is now proceeding downward. The 
Commission has consistently found in proceedings of this nature that the present 
cost to the natural gas company of its outstanding debt and preferred stock 
affords a proper measure of the cost of funds derived therefrom in determining 
upon a fair and reasonable rate of return to such company. 

Accordingly, it is found that for the purposes of determining the reasonable 
rate of return to be allowed herein the present cost to Texas Illinois of its debt 
and preferred stock funds, namely 3.5% and 5.22% respectively, rather than an 
assumed cost, should be used. 

We turn then to a consideration of the evidence in the record which will be 
helpful in determining a rate of return on equity capital equal to that being 
made on investments in other business undertakings which are attended by 
corresponding risks and uncertainties and one which will enable the Company 
to maintain and support its credit and provide the funds which will be needed 
for the proper and efficient discharge of its functions. For use in seeking to 
learn what those having funds for investment in common stocks of natural gas 
companies are requiring in the way of return there is available in the record 
the composite earnings-price ratios of 8 natural gas companies whose common 
stocks are listed on national security exchanges and 4 of the principal com- 
panies whose stocks are traded over the counter. In the first of those groups 
both the average and the median of the earnings-price ratios for the years 1947 
to 1953 inclusive and for the first three months of 1954 was 7.6%. In the 
second group the average for the years 1949 to 1953 inclusive and the first three 
months of 1954 was 7.4% while the median was 7.7%. 

The Company points out that the arithmetical average of the earnings price 
ratios of the twelve companies above referred to during the period 1948 through 
1952 ranged from a low of 5.51 to a high of 12.94, the average of the arithmetical 
averages bein? 8.60. For the twelve months period ended November 1953 they 
ranged from a low of 5.80 to a high of 9.30; an arithmetical average of 7.35. 
By comparison, in a sale of 956,250 shares of common stock made to company 
stockholders on June 16, 1953, the only offering since the commencement of 
operations, the offering price was $17.25 per share in relation to earnings for 
the 12 months ending May 31, 1953 of $1.45 per share. Thus the earnings price 
ratio was 8.4%.° 

However, the Company’s witness testified that simple earnings-price ratios do 
not accurately reflect the true cost of equity capital due to the fact that many 


*The evidence shows that though the offering price was $2.00 a share less than the 
“market” price, 57.5% of the stock offered to stockholders, other than The Peoples Gas 
Light and Coke Company, was not subscribed by such other stockholders and that those 
not so subscribed were purchased by Peoples at the offering price. 
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factors, including earnings at any particular time, do not reflect the normal 
earnings expectancy of the Company. Employing the results of common stock 
offerings of 17 natural gas companies made to their stockholders between Sep- 
tember, 1948 and May, 1953, the witness found the earnings-price ratios in 
those instances to be 9.05 per cent and after adjustment for flotation costs in 
each instance the figure was increased to 9.36%. 

While, in its brief, the Staff recognizes the value of earnings-price ratios for 
the purpose of measuring the cost of equity capital, it does not agree with the 
contention of the City of Chicago that a mathematical calculation of such cost 
derived solely from earnings-price ratios is the only point to be taken into 
consideration. Thus, while the Staff contends that an allowance for equity 
capital cost in the vicinity of 7.6% (based upon the average and median 
earnings-price ratios of the twelve listed stocks referred to above) is justified, 
an additional allowance of about 1% is warranted in this instance to allow for 
markdown necessitated by the practice of Texas Illinois of raising equity capi- 
tal through rights-offerings. Taking equity capital costs thus arrived at as 
8.6%, debt capital cost as 3.5% and preferred stock capital cost as 5.2%, Texas 
Illinois’ overall capital cost resulting from that calculation would be 4.85%. 
But the Staff concedes that a fair rate of return to Texas Illinois cannot be 
adduced from that figure alone. 

It has been seen that as of November 30, 1953, the capital structure of Texas 
Illinois consisted of long-term debt of 68.9%, preferred stock of 6.7% and com- 
mon stock of 244%. The testimony is that Texas Illinois is endeavoring to 
reduce its debt to a proportion more nearly consistent with the average of the 
industry. By reason of certain provisions in its bond indenture relating to the 
procurement of additional reserve Texas Illinois is confronted with an acceler- 
ated sinking fund commencing in 1955. That acceleration would result in 
paying off by 1968 all of the 44%4% bonds which are not due until 1975. It will 
reduce Texas Illinois’ overall debt ratio to approximately 61% by the end of 
1956 and to approximately 58% by the end of 1957. 

By the end of 1958 Texas Illinois’ capitalization and component rates at 6% 
would be as follows: 


58% at 3.50% equals 2.030% 
Preferred stock 6 at 5.22% equals 313 
Equity 36 at 10.16% equals 3.657 


Total 6.000% 


The Staff found substance to the Company’s claims that it needs to maintain 
its credit at a high level in order to permit negotiations for additional reserves, 
and that a dividend rate of $1.00 per share would be needed to maintain that 
credit. Apparently with the intent to facilitate that purpose, the Staff increased 
its recommended overall rate of return from 4.85% to 542%. Actually, however, 
@ rate of return of 542% would permit the payment of a dividend of $1.00 only 
if 88% of the Company’s earnings were employed for dividend purposes. To 
permit the payment of such a dividend would require a pay-out of 73% ona 
rate of return of 6%. 

It is believed that for the purpose of testing the reasonableness of a rate of 
return a natural gas company’s actual, rather than a purely hypothetical capital 
structure, should be employed. Furthermore it is recognized that rate making 
is a continuing process and that adjustments can be made from time to time 
as they are required. On the other hand the better practice would seem to be 
to currently give recognition to changes which it is known will take place and 
the Commission has appeared to be sympathetic to the reduction of debt capital, 
certainly to a point substantially below that of Texas Illinois at present. It 
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is believed, therefore, that some consideration should here be given to the pro- 
gram of reduction of debt capital as proposed by the Company. 

Based upon all of the evidence of record herein, it is concluded that the 
earnings-price ratio of 8.4% resulting from the sale to stockholders on June 16, 
1953 of 956,250 shares of Texas Illinois’ common stock is not truly indicative 
of the return which would be required to make Texas Illinois common stock 
attractive to the investing public; that Texas Illinois is not a seasoned natural 
gas company and its common stock is not seasoned stock; that there are risks 
inherent in the equity in Texas Illinois which are not to the same extent en- 
countered in other natural gas companies; there is no evidence here, as there is 
in the case of some other natural gas companies, of the ownership by Texas 
Illinois of any reserves or other properties having potentialities of increasing 
values other than such as may be contained in the rate of return allowed by the 
company; and that the status of the Company’s gas purchase contracts in the 
La Gloria and Clayton areas must constitute some deterrent to investment in 
the equity of the Company. 

The Commission has stated on several occasions that the determination of a 
fair and reasonable rate of return is, in the final analysis a matter of informed 
judgment based upon consideration of all of the known and predictable elements 
reflected in the record. 

Under all of the circumstances it is concluded that an overall rate of return 
of less than 6% will not be sufficient to assure confidence in the financial sound- 
ness of Texas Illinois and maintain its credit and enable it to attract the capital 
necessary for the proper discharge of its public duties, and that a 6% rate of 
return is a fair and reasonable rate to be allowed Texas Illinois in this pro- 
ceeding. 

Estimated gas sales—During the twelve months ended October 31, 1953 Texas 
Illinois’ sales to Storage Company for cushion and operational purposes were 
10,765,762 Mcf, and to all of its other customers combined they were 129,723,841 
Mcf. Thus the Company’s total sales in that period were 140,489,603 Mcf while 
the total amount of released cushion gas was 10,730,844 Mcf. However, the full 
capacity of Texas Illinois’ expanded facilities was not available until the early 
part of February, 1954. The Company’s total certificated sales capacity now is 
519,120 Mcf a day, and with the exception of 1,737 Mcf it is all contracted for. 

Early in February 1954 the Company presented in this proceeding estimates 
of sales for the adjusted test period. Those estimates reflected sales to Storage 
Company for cushion and operational gas of 16,500,000 Mcf, and sales to all of 
Texas Illinois’ other customers in the amount of 152,347,377 Mcf. Total sales were 
thus estimated as 168,847,377 Mcf. The estimates of sales to the four larger 
purchasing companies were based upon, and reflected, sales data prepared by 
those companies, and were as follows: 


Mef 
Northern Illinois Gas Company 51,488,928 


Natural Gas Pipe Line Company of America 34,250,195 
Northern Indiana Public Service Company 19,321,077 
The Peoples Gas Light & Coke Company 43,556,779 


Estimated sales to Natural Gas were based on its service agreement and 
contemplated an increase of 1737 Mcf a day for Iowa Electric Light & Power 
Company. It was estimated that Storage Company would take 3,110,000 Mcef 
for operational and cushion gas for use in the first phase of its Herscher Storage 
project, and 13,390,000 Mcf for the second stage of that project then planned 
for early 1954. 

The evidence shows that in the preparation of their estimates Northern 
Indiana, Northern Illinois and Peoples had assumed that Storage Company 
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would proceed to procure authorization for the expansion of the storage project 
in its second stage and that very soon more than the initially certificated 150,000 
Mcf a day would be available from storage for space heating customers. How- 
ever, when those estimates were submitted, evidence was presented along with 
them that Texas Illinois’ market would not absorb the entire capacity of its 
enlarged system on week-ends and on holidays. 

On June 15, 1954, the Company presented a revised estimate of sales and 
a comparative statement of revenues. In connection with that estimate, it was 
explained that early in the Fall of 1953, while cushion gas was still being in- 
jected into Storage Company’s Herscher Reservoir project, leakage began to 
occur. Although search for the source of the leakage had been going on in the 
intervening period, the means by which the gas was escaping had not been 
found. The testimony then was that pending the discovery of the cause of the 
leakage Storage Company did not propose to go forward with any expansion 
of storage facilities during 1954. The witness stated that that conclusion having 
been reached, Texas Illinois caused the estimates of sales presented initially 
to be revised. Generally, the revised figures consisted of actual sales for the 
first three months and estimates for the remaining nine months. Those for the 
three larger companies, namely, Northern Illinois (substituted for Common- 
wealth Edison), Northern Indiana and Peoples, were made up of three months 
a#etual sales, one months sales estimated by Texas Illinois and eight months 
estimated by the purchasing company. In support of their respective estimates 
a witness appeared on behalf of Northern Illinois, Northern Indiana and 
Peoples. Secondary customers of Natural Gas were contacted to find out what 
their requirements might be from their supplier. The small customers of Texas 
Illinois were not consulted, but for the purpose of estimating their requirements, 
the month by month figures which they had reported to the Commission in 
early February 1954 were used. 

In these revised estimates it was assumed that the second phase of the storage 
project would not be undertaken in the near future and instead of 16,500,000 
Mef going for operational and cushion gas, only 1,821,007 Mcf would be used for 
that purpose. No sales for those uses were estimated for the period subsequent 
to April 1954. 

As thus revised, the purchases of gas by the four larger purchasing com- 
panies were estimated as follows: 





Firm Interruptible Total 


Northern Illinois Gas Co i A 58, 605, 429 1, 295, 820 59, 901, 249 
Natural Gas Pipe Line Co 31, 742, 162 103, 908 31, 846, 070 
Northern Indiana Public Service Co 16, 997, 549 1, 249, 741 18, 247, 290 
The Peoples Gas Light & Coke Co_-_.--.....-.--- E 36, 556, 779 698, 618 37, 515, 209 


The estimates of the requirements of Natural Gas Pine Line Company for the 
last eight months of the year were based upon Texas Illinois’ analysis of the 
requirements of that company after taking into account the gas available to 
Natural Gas from the Hugoton and the Panhandle Fields. 

In support of his revised estimates for the last eight months of the test year, 
Mr. E. D. Anderson, a Vice President of Northern Indiana testified that the 
original estimates of gas to be purchased by his company from Texas Illinois 
were prepared in June 1953 and that since then the natural gas requirements of 
his company’s customers had changed. 

The earlier estimates contemplated purchase of 6,735,241 Mcf of firm gas and 
186,035 Mcf of cushion gas, a total of 6,931,276 Mcf for the first four months of 
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1954. The actual purchases during that period totaled 8,087,486 Mcf of which 
6.909,205 Mcf were firm gas purchases under Rate Schedule CD-1 and 1,178,281 
Mcf were interruptible, purchased under Schedule I-1. Actual purchases for 
the month of April 1954, estimated by Texas Illinois as 1,771,484 Mcf aggre- 
gated 2,513,238 Mecf, and consisted of 1,772,140 Mcf of firm and 741,098 Mcf of 
interruptible gas. The estimate for May was 1,430,920 Mcf but the actual 
purchases in that month aggregated 2,034,786 Mcf, some 42% greater. 

As compared with earlier estimates for the last eight months of the year of 
12,585,836 Mef, the later estimates for that period were 10,089,000 Mcf for CD-1 
and 21,690 Mcf for I-1 gas. 

Northern Indiana's witness testified that his latest estimate reflected additions 
to space heating customers by December 31, 1954 of 33,200 compared with the 
earlier estimate of 42,280, a reduction of 9,080 space heating customers. This 
reduction is necessitated, he said, by the fact that it will not be possible to store 
in the Herscher project the gas which would be required for those customers. 
He testified that his Company does not plan to take on additional space heating 
customers until the second phase of the storage project is in operation. He 
estimated that this would result in a reduction in his Company's annual re- 
quirements of 1,362,000 Mcf. 

The witness also testified that the actual firm requirements of his company’s 
industrial customers during the first four months of 1954 have been less th¥n 
had been previously anticipated. The trend which has set in, projected over 
the last eight months of the year, results in a decrease in estimates of industrial 
firm requirements of approximately 1,000,000 Mcf. Northern Indiana’s contract 
with Chicago District Electric Generating Company for the latter’s State Line 
Station has expired and has not been renewed. These takes amounted to as 
much as 70,000 Mcf a day. Furthermore, the Cities Service and Standard Oil 
refineries in Whiting have reduced their takes and are using larger quantities 
of their own fuel instead of gas. The witness named a number of other indus- 
trial plants, including the Studebaker Corporation in South Bend, which had 
materially reduced their takes of gas from Northern Indiana. 

The witness attributed the fact that his company’s sales in May were sub- 
stantially higher than the volumes he had estimated for that month to the 
circumstance that the weather had been cooler than usual and to unseasonably 
high takes by several industrial customers. The latter were attributed to “[a] 
shifting or a change in the requirements of some of the company’s interruptible 
industrial customers.” The witness insisted, however, that his estimates for 
the last seven months of the year are sound and are as close to realities as can 
be arrived at at this time. 

A witness for Northern Illinois Gas Company testified that despite the fact 
that the failure of Storage Company to proceed with the second phase of the 
Herscher project resulted in a reduction of some 6,000 in the estimated number 
of new space heating customers in his territory, his revised estimate of total 
gas purchases from Texas Illinois for the last eight months of 1954 are 39,408,489 
Mcf or approximately 6,701,000 Mcf more than the earlier estimate. While the 
earlier estimates did not reflect the use of any I-1 gas, the latter includes an 
aggregate of 70,736 Mcf in the months of October, November and December, 
1954. 

The superintendent of the Market Research Department of Peoples Gas Light 
and Coke Company also presented a revised estimate of that company’s require- 
ments for May through December, 1954. 

Initial estimates of the requirements of Peoples Gas were 17,452,462 Mef for 
the first four months of 1954 and 26,104,317 Mcf for the remaining eight months. 
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The actual takes by Peoples Gas during the first four months were 15,417,688 
Mef, about 138% less than anticipated. 

The more recent estimates for the last eight months show 22,097,521 Mcf 
rather than 26,104,317 Mcf. 

The witness testified that in the preparation of the initial estimates it was 
assumed that Storage Company would go ahead with the second phase of its 
underground storage project during 1954 so as to permit volumes of gas to be 
placed in storage during the Summer and Fall of 1954 for withdrawal on peak- 
days during the winter of 1954-1955, in amounts sufficient to supply the firm 
gas requirements of its customer companies, including Peoples Gas. It was also 
assumed that gas would be released by Texas Illinois’ customer companies, 
including Peoples Gas, to Storage Company for use as cushion gas. 

In preparing the more recent estimates, however, the witness assumed that 
no additional gas would be placed in storage by Peoples Gas for use during the 
1954-55 heating season and that none would be released by Peoples Gas during 
the 1954-55 season for use by Storage Company for cushion gas in connection with 
the development of the second phase of the storage project. The initial esti- 
mates of gas requirements of Peoples Gas from Texas Illinois, as they appear 
on page 15 of Exhibit No. 1, were thereby reduced 2,200,000 Mcf representing 
gas that would have been placed in storage in excess of the amount of gas 
which would have been withdrawn. 

Furthermore, in the original estimates Peoples Gas assumed that by means of 
the expansion of Storage Company’s facilities, Peoples Gas could attach 84,000 
additional space heating customers during 1954. Because of the decision not to 
proceed with the storage expansion program immediately, Peoples Gas now 
plans, and has been authorized by the Illinois Commerce Commission, to attach 
only 37,000 space heating customers during 1954. As a result, Peoples Gas’ 
requirements for that one item alone during the last eight months of 1954 is re- 
duced by approximately 2,200,000 Mcf. 

However, the more recent estimates reflect smaller quantities of coke oven gas 
available from steel companies and from Peoples Gas’ own oven gas plant. The 
lower operating rate of the steel mills is largely responsible for the reduced 
estimate of gas available from that source. In order to replace the supply of 
coke oven gas during the last eight months of 1954 the witness estimates that 
Peoples Gas would require approximately 1,300,000 Mcf of additional natural 
gas from Texas Illinois. This tends to offset, of course, the reduction indicated 
above. 

The witness further testified that Peoples Gas has been notified by Common- 
wealth Edison that the latter will require less gas at its Calumet Electric 
Generating station that it had previously estimated. Taking these factors into 
consideration the estimates of gas requirements from Texas Illinois for inter- 
ruptible gas sales under the CD-1 rate schedule during the last eight months 
of 1954 are reduced by approximately 1,500,000 Mcf. 

As has been stated, total actual sales by the Company in the twelve months 
ended October 31, 1953 were 140,489,603. At the rates then in effect the Com- 
pany’s adjusted total sales revenue derived therefrom was $33,685,107. 

As originally estimated by Company employees, total sales to CD-1 and CD-2 
customers for the test year would have amounted to 152,347,377 Mcf and sales 
to Storage Company for cushion and operational gas under rate schedule X-1, 
16,500,000 Mcf. It was then estimated that there would be no sales of Schedule 
I-1 interruptible gas. Thus, the total sales as originally estimated by the Com- 
pany would have been 168,847,377 Mcf. Revenues from those total sales as 
originally estimated at the then rates would have been $42,480,522; and at the 
rates presently in effect, under bond, $48,841,001. 
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The later estimates reflected sales to CD-1 and CD-2 customers of 147,587,512 
Mef, to I-1 customers 3,358,261 Mcf, and to Storage Company for cushion gas 
1,821,007 Mcf, a total of 152,766,780 Mcf. Such sales at rates in effect prior to 
January 1, 1954 would have resulted in total revenues of $39,909,982, and under 
rates in effect thereafter, $45,599,792. Comparing directly the latter two figures 
reveals an estimated increase in revenues of $5,689,810 as a result of increased 
rates. 

Aside from that adduced by the Company and the three purchasing companies 
as set out above, no testimony was offered respecting the amounts of gas which 
would probably be sold by Texas Illinois during the test period. The Staff, 
however, did offer an exhibit which included a tabulation entitled “Estimates 
of Sales Volumes and Revenues—Adjusted Test Period—Based on Rates in 
Effect Prior to January 1, 1954.” That tabulation reflected total sales of 173,- 
353,033 Mcf, or 4,505,656 Mcf more than the Company’s original estimates. At 
rates in effect prior to January 1, 1954, the sales reflected in the Staff’s tabula- 
tion would have produced revenues of $43,203,774.78. Related to the Company’s 
revised estimates of sales at rates in effect prior to January 1, 1954 the Staff’s 
estimated revenues are greater by $3,293,796. Based upon the Company’s re- 
vised sales estimates of 152,766,780 Mcf its sales revenues at rates presently in 
effect under bond would amount to $45,549,792, thus exceeding the amount 
computed by the Staff based on sales of 173,353,033 Mcf and at rates in effect 
prior to January 1, 1954 by $2,596,014. 

The Staff exhibit containing the sales tabulation was, among others, at the 
request of Staff counsel, marked for identification. It was subsequently offered 
in evidence, and in the absence of objection was received. However, no witness 
was presented to explain or support the figures contained therein. There is no 
evidence in the record to show who prepared the document, what the source of 
the figures was or what assumptions were employed in their derivation. 

All of the witnesses who testified with respect to the Company’s sales esti- 
mates were, of course, subjected to cross examination. The City of Chicago 
points out a difference between the load factor resulting from these estimates 
and that experienced by the Company in the twelve months ending October 31, 
1953, as well as that experienced by Natural Gas. Based upon such apparent 
inconsistencies the City urges the use of sales and revenues computed on the 
basis of a 97% load factor for the purpose of testing the reasonableness of 
Texas Illinois’ rates. 

Counsel for the Illinois Commerce Commission asserts that the approximate 
decrease of 8,000,000 Mcf in estimated purchases by the distribution companies 
“Tdjoes not seem justified”, and contends that sales of at least 160,000,000 Mcf 
(instead of 152,766,780 Mcf proposed by the Company) should be used for the 
purpose of determining rates. 

It is true that the record does not completely explain the decrease in load 
factor reflected in the Company’s estimates. However, the witnesses who testi- 
fied in support of those estimates are men of long experience in making this 
type of forecast. In neither their testimony, nor their conduct and demeanor 
as witnesses was there revealed any evasiveness. Nor does there appear in the 
record any basis for doubt as to their credibility. Consequently, the Examiner 
finds it impossible to insist that his judgment should be substituted for the 
opinions of these credible expert witnesses. Accordingly, it is concluded that 
for purposes of testing the reasonableness of Texas Illinois’ rates here in 
question it should be assumed that the Company’s total sales in the test period 
are 152,766,780 Mcf. 

Adjustment to and adjusted cost of service.—As heretofore herein set out (p. 
713), it was agreed by and between the parties and participants that $1,027,084 
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should be allowed as taxes other than income and consisting of ad valorem, 
franchise and Social Security taxes. 

It was also agreed that an additional amount of $330,574 should be allowed 
to offset contemplated increases in the Texas gas production tax to become 
effective in the future. By contractual agreement with all of Texas Illinois’ 
suppliers except three, the Company is obligated to reimburse the producer to 
the extent of 75% of the increase in such tax. In accordance with the agree- 
ment between the parties, the amount will be allowed as part of Texas Illinois’ 
cost of service. However, the amount appears clearly to constitute an addi- 
tional cost of gas, rather than a tax other than income. Accordingly, to the 
Cost of Purchased Gas exclusive of such tax amounting to $15,506,038 there 
will be added the amount of $330,374 thus making the total cost $15,836,412. 

It is clear from the evidence that the other operating expenses agreed upon 
were based upon, and the figures were actually taken from, the calculations 
appearing in Exhibit 14 which was presented by the Staff. But the Staff's 
costs were predicated upon the purchase of 176,503,277 Mcf of gas, the sale of 
173,353,033 Mef, with used, lost and unaccounted for gas amounting to 8,028,930 
Mcf. Since the Company is now contending that it will purchase only 154,201,- 
761 Mcf and will sell only 152,766,780 Mcf, and that contention has been sus- 
tained in this decision, the costs which were based upon the greater amounts 
of purchases and sales must be correspondingly reduced. Accordingly cost of 
gas used in operations will be reduced to $690,162 * which amount is a credit to 
cost of service. Transmission expenses are reduced to $3,647,444.° 

It was further agreed that to Gas Plant in Service amounting to $170,462,789 
as of December 31, 1953 there should be added the actual charges to work 
orders, including appropriate administrative and general overheads, relating to 
expanded facilities during the months of February, March and April 1954. The 
latter amounts were found to be $601,153. It was agreed, too, that Depreciation 
Expense related to $170,462,789 would be $5,644,891. However, the increase in 
investment requires an adjustment upward of Depreciation Expense and giving 
effect thereto the latter expense is $5,666,113. 

After the adjustments enumerated above, the rate base and cost of service to 
be used herein are as follows: 


Rate base 
Gas plant in service $171.063,942 
Reserve for depreciation 10,220,767 
Net utility plant 160,843,175 
Contributions in aid of construction (52,223) 
Net investment in utility plant 160,790,952 
Working capital: 
Materials and supplies $1,187,021 
Prepayments 145,043 
Unamortized purchased gas expense 231,038 
Cash requirements 607 477 


Gross working capital 2,170,579 
Less: 75% of Federal income tax accruals 4,161,295 


— 


160,790,952 
9,647,457 


* Arrived at by applying the average cost of purchased gas to the volume of gas which 
the company estimates will be used for the purpose. 

5 This expense is assumed to vary with sales. Accordingly the amount is reduced by the 
application of the percentage of reduction of sales below the figure used by the Staff. 
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Cost of service 


Operating expenses: 
PC BOR COU iva destin dhcp inticcinitincninbinntni $15,836,412 


Puree Oe GRIGIO 3. o ni cane 240,960 
Gas Weed Tk GUPNTION “CRUE on iin cise cen ccenes (690,162) 
Total PEeactiot CUPONT asin oot eeticeeawen 15,387,210 
TERE GHD cicaicitiid ecicinnintncininih eemenanetea andl 3,647,444 
DITTO CEROEED occ ccccncetennsdcdcesdegunmasasuabanenna 136,103 
Customers accounting and collecting expense ______-_----------- 17,932 
AG@ministrative ANG General CXDORES «nn ncncncmcncnnccneccenncs 1,556,581 





Total operating expenses 


DV OEEE, CIDE « ditcitiitcinndcindncemamakkeaentaamae (71,064) 
IO én chitacicbnaiiccniabicibenichinntibabiaip abe nbdbiaat aa 20,674,206 
OUR © «i. 55k scien nithiainmininiinicies we iniciant hin ee changueillasiminiieciaaemciaaal 5,666,113 


Balance 
Taxes: 
Federal income 


ia elas ellie 26,340,319 


jae edie * 5,548,393 
thc basen de can lac adds ict atid Arab Ee 2 ae ae eae 95,432 
CON Sct eet dati eh ee eee 1,027,084 
DONG GE Ge ccccccuduncsowceeeekd seen ae eee 9,647 457 


State income — 












Se Ie Oe I ai ci itasenic es iccan dices nasal sacaditi atanietin Saleem aiid 42,658,685 


It was agreed between the parties that the method of allocation or classifi- 
cation of costs between demand—commodity components used by the Staff in 
Exhibit No. 16 should be employed for all purposes in this proceeding. Allo- 
cated in accordance with that formula $12,761,962 of such costs are attributable 
to Demand and $29,896,723 to Commodity. A tabulation showing in detail that 
classification of costs of service is attached hereto and identified as Appendix 
A to this decision. 

As they appear in the Company’s Exhibit No. 19, the billing demand units 
reflected in the Company’s estimate of sales are 6,186,917, while the sales in 
Mcf attributed to each rate are as follows: 


Mef 
Unter BeheWaiie CEH) Gi CEB ccs ntinmmaicemntineinsliaillls 147,587,512 
SFU III SIP asian agcanhattendasichichiosiccria dbnieenadebeaenenanea iinet aeceamciaaaiaeate 3,358,261 
Cuter eG . TR « aacicanc tccstistiangacnenpadebitaniis 1,821,007 





A fair and reasonable demand rate computed upon the basis of the demand 
units and costs allocated to demand is $2.06 per month per Mcf of billing de- 
mand. A fair and reasonable commodity rate is 19.58¢ per Mcf. However, 
Texas Illinois has requested in this proceeding that the charge under its I-1 
rate be increased from 16¢ to 20.17¢ per Mcf, indicating a belief on the part of 
the Company that such a rate will be competitive with other fuels, and that it 
ean sell the gas available for sale under that schedule at that price. There is 
no evidence in this record supporting a contrary view. 

Consequently it would appear appropriate and proper to fix the I-1 rate at 
20.17¢ and to adjust the other rates and charges accordingly. The proper 
demand charge under Texas Illinois’ CD-1 and CD-2 Rate Schedules is found 
to be $2.06 per month per Mecf of billing demand, and the commodity charge 


*Tax deductions were computed to give effect to change in depreciation rates on radio 
and microwave equipment, and the increase in depreciation expense due to increase in cost 
of plant in service. It should be noted that although a 52% rate is employed here, un- 
less the present tax law is modified the rate applicable will be reduced to 47% on April 
1, 1955. 
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thereunder 19.57¢ per Mcf. A reasonable and proper charge under the I-1 rate 
is 20.17¢ per Mef and under the X-1 rate 26.35¢ per Mcf, the latter representing 
the aggregate of the demand and commodity charges under the CD-1 Rate 
Schedule computed at a 100% load factor. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record made in this proceeding, the evidence 
adduced, the briefs filed, and the matters relevant to a decision herein upon 
which the parties and participants have reached agreement, the Presiding 
Examiner finds and concludes, in addition to the findings and conclusions here- 
inbefore stated, that 

(1) Texas Illinois Natural Gas Pipeline Company is a person engaged in the 
transportation of natural gas in interstate commerce, and the sale in interstate 
commerce of such gas for resale, and is a natural-gas company within the mean- 
ing of the Natural Gas Act. 

(2) The rates constituting Texas Illinois’ Rate Schedules CD-1 and CD-2, 
I-1, and X-1, as they appear in Second Revised Sheets Nos. 5, 6, 9 and 10, 
and First Revised Sheets Nos. 11 and 12-A of its FPC Gas Tariff, Original 
Volume No. 1, are rates subject to the jurisdiction of the Federal Power Com- 
mission under the provisions of Section 4 of the Natural Gas Act. 

(3) For the purpose of determining the reasonableness of Texas Illinois’ 
rates and charges for the transportation and sale of natural gas subject to the 
Commission’s jurisdiction, the 12-months period ended October 31, 1953, as 
adjusted, affords a reasonable test period. 

(4) For such purpose Texas Illinois’ net investment in plant is $160,790,952. 

(5) Because of the availability to Texas Illinois of cash on hand regularly 
received, and held from time to time, for the payment of taxes and which such 
accumulations provide funds sufficient to meet allowable amounts for work- 
ing capital, no specific allowance is made herein for working capital. 

(6) For use in this proceeding therefore the rate base for Texas Illinois is 
$160,790,952. 

(7) A fair and reasonable rate of return to be allowed Texas Illinois, under 
the evidence herein, is 6% which when applied to the rate base set out in 
Finding (6) will produce, for the purposes of this proceeding, the sum of 
$9,647,457. 

(8) Net operating expenses incurred during the test period, exclusive of cost 
of purchased gas and income taxes, but including other taxes in the amount 
of $1,027,084, are found, after adjustment, to be $5,864,878. 

(9) Depreciation expense, after adjustment, is $5,666,113. 

(10) It is found that during the test period, Texas Illinois would sell 152,- 
766,780 Mcf of gas, and the cost of the gas which would be required therefor is 
$15,836,412. 

{11) Federal income taxes are $5,548,393, and State income taxes are $95,432. 

(12) The total cost of service during the test period, including taxes and a 
reasonable return, is found to be $42,658,685; and Texas Illinois’ revenues based 
upon the rates here in controversy are found to be $45,599,792. 

(13) The rates here in issue, applied to sales in the volumes shown in Find- 
ing (10) result in gross revenues to Texas Illinois of $2,941,107 in excess of the 
reasonable and proper cost of the service rendered as set out in Finding (12). 

(14) The rates and charges appearing in Second Revised Sheets Nos. 5, 6, 9 
and 10 and First Revised Sheets Nos. 11 and 12-A of Texas Illinois’ FPC Gas 
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Tariff, Original Volume No. 1, are excessive, unjust, unreasonable, unduly dis- 
criminatory and preferential, and should be disallowed. 

(15) Just and reasonable rates and charges for the services to which the 
rates described in Finding (14) are applicable are as follows: 


CerPaT Gn ORNS: scans Demand charge $2.06 per month per 
Mef of billing demand 
Commodity charge 19.58¢ per Mcf 
8 in Jain Sb nea eee 
PE tt bide Mee see ee 26.35¢ per Mcf (representing the 
aggregate of the demand and com- 
modity charges computed at a 
100% load factor) 
















Except, however, that for the period January 1, 1954 through August 31, 
1954 the commodity charge in the CD-1 and CD-2 Schedules is 19.355¢ per Mcf, 
the difference, namely .225¢, being due to the fact that the Texas gas production 
tax was not effective during that period (cf. p. 726). 

(16) The amounts by which the revenues received by Texas Illinois from and 
after 8:00 A.M. on January 1, 1954, calculated at the rates found to be excessive 
in Finding (14) exceed the revenues which would have been received had the 
rates and charges found to be just and reasonable in Finding (15) been applied, 
should be refunded by Texas Illinois to its natural gas customers, at 6% 
interest per annum, as hereinafter provided and ordered. 


ORDER 














Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The increased rates and charges embodied in Second Revised Sheets Nos. 
5, 6, 9 and 10 and First Revised Sheets Nos. 11 and 12-A of Texas Illinois’ FPC 
Gas Tariff, Original Volume No. 1 filed on June 29, 1953, suspended by the 
Commission’s Order issued July 29, 1953, and put into effect under bond on 
January 1, 1954, be and the same are disallowed and it is ordered that such 
tariff sheets be and the same are hereby cancelled. 

(B) Within 30 days from the issuance of this order, Texas Illinois shall file 
revised tariff sheets to its FPC Gas Tariff, Original Volume No. 1, consistent 
with this decision and order, and effective as of January 1, 1954, reflecting 
rates and charges as follows: 









C8 CG Oe a ein cicibcmtciminsiiocinil Demand Charge $2.06 per month per 
Mef of billing demand 
Commodity Charge 19.58¢ per Mcf. 
T., ccnnninspccnnenienteciseahcantiiinitinmnsrniente la ticndtcbiieinili altel Commodity Charge 20.17¢ per Mcf. 
sisi eaiaabceicenrailniie attain Aggregate Charge 26.35¢ per Mcf. 









(C) Within 45 days from the date of the issuance of this order Texas Illinois, 
by refunds or credits to its customers, which refunds or credits shall include 
interest at 6 per cent per annum, shall adjust its rates and charges for natural 
gas sold to such customers from and after 8 A.M. on January 1, 1954, so that 
such charges will be the same from and after that time and date as they would 
have been had the rates ordered in paragraph (B) of this order been in force 
and effect at all times since such time and date. 
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(D) On or before 60 days from the date of the issuance of this order Texas 
Tllinois shall: 

(1) Submit to the Commission five copies of a report, in writing and under 
oath, certifying to the Commission that it has fully complied with paragraph 
(C) of this order, and setting forth a detailed statement showing the methods 
of calculation and the amounts of all credits or refunds made and granted to 
its customers in accordance with this order, as well as the dates thereof, and 

(2) Obtain and submit with the report required by sub-paragraph (1) above 
a receipt of satisfaction and release from each of its customers evidencing the 
discharge of Texas Illinois’ liability to make refunds or credits as set out in 
paragraph (C) above. 

(E) Beginning January 1, 1954, to the extent that the cumulative daily 
deliveries received by Texas Illinois from the La Gloria Area Operators shall 
exceed an average of 35,000 Mcf per day (i) over a period of one year (and 
thereafter at six-month intervals), or (ii) whenever Texas Illinois shall have 
finally concluded and terminated its controversy with the La Gloria Area 
Operators, whichever event shall occur first, Texas Illinois will refund to its 
utility customers, on an allocated basis to be approved by the Commission, a 
sum equal to 7% cents times the number of Mcf by which the cumulative de- 
liveries from the La Gloria Area Operators, during the period covered, shall 
have exceeded an average of 35,000 Mcf per day. Provided, however, that Texas 
Illinois shall in no event be obligated or required to make a refund until such 
sum shall be equal to $100,000. 

Immediately upon Texas Illinois finally concluding and terminating its con- 
troversy with the La Gloria Area Operators, as hereinabove provided, Texas 
Illinois will tender for filing with the Commission such changes in its gas tariffs 
as may be necessary to pass on to its utility customers any reduction in its 
purchased gas expense resulting therefrom, giving due consideration to any 
Federal or State income taxes, if any, attributable thereto. 

(F) On or before April 1, 1955, Texas Illinois shall file, effective, as of that 
date, revised schedules covering its CD-1 and CD-2, I-1 and X-~-1 service which 
revised schedules shall reflect the decrease in Federal income taxes computed 
by the application of tax rates lower than 52% which may become effective as of 
April 1, 1955. 

(G) The proceeding in Docket No. G-2219 be and the same is hereby termi- 
nated, subject, however, to full and complete compliance by Texas Illinois with 
the terms and conditions hereof. 

(H) The termination of the proceeding in Docket No. G-2219 as hereinbefore 
provided in this order, is without prejudice to any findings or orders which have 
been or which may hereafter be-made by the Commission, and it without 
prejudice to any claims or contentions which may be made by the Commission, 
Texas Illinois, or any other party hereto in any proceedings now pending or 


hereafter instituted by or against Texas Illinois, or any other parties hereto, or 
any other companies or persons. 


Epwarp B. Marsa, 
Presiding Examiner. 
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Texas Illinois Natural Gas Pipeline Co., Docket No. G—2219 
[Allocation of cost of service by method agreed upon by the parties] 











Total Demand 


| Commodity 





















Cost of production: 








| 

| 
a EE ae ae ey ee Oe ae $15, 387, 210 |..............| $14, 387, 210 

Cost of transmission: a == —SS | 
Operation: | 

Supervision and engineering............ .....-- sad 437, 385 $184, 708 | 252, 677 
I CN NI is cei cecccencnatecncegiass nd 943, 630 471, 815 471,815 
Pumping station supplies and expenses—fuel _....___-- EE Becca adeiumeeted 689, 643 
Pumping station supplies and expenses—other- ---_-_.-. SRE Videcddourintee 209, 548 
On a EES 195, 783 97, 892 | 97, 891 











Total operation 


‘ 
' 
' 
nN 


—|_ | __________. 
. 475, 989 | 754, 415 | 1, 721, 574 





Maintenance: | | | 
| 
| 
} 






Supervision and engineering 171, 778 54, 265 117, 513 
Pumping station equipment 304A, 422 }........ a 364 422 
Other maintenance expemse....................- -| 625, 252 | 312, 626 312, 626 






































CN a ..| 1, 161, 452 794, 561 
Miscellaneous .. ‘ Seen anetcametnaai a hn 10, 003 5, 001 5, 002 

| — — - ee 
Total transmission .. ; wacecnesen] — 00,00 | 1,126, 307 2, 521, 137 
Distribution. _.- itt he Eee eee 136, 103 | 68, 052 68, 051 
Customers accounting and colle cting _- anil ‘ | 17, 932 8, 966 | 8, 966 
Administrative and general ‘ seeddanen Cenceisiitiensedenee 1, 556, 581 601, 930 954, 651 
Total operating expenses -._-_- : scission anianai | “£0, 745, 270 | 1, 805, 285 “18, 940,015 












" 2, 833, 056 2, 833, 057 



















Depreciation. -- 5, 666, 113 
Taxes 
Federal income. - 5, 548, 393 2, 774, 196 2, 774, 197 
State income....- ae ioe nies 95, 432 | 47,716 | 47,716 
Other... ‘ ‘ 1, 027, 084 | 513, 542 513, 542 
Other revenues (credit) -___- ante (71, 064) (35, 532) (35, 532) 
Return at 6 percent .........-. Acts nist ctuclaingidaahapetidetaie sie 9, 647, 457 | 4,8 23, 729 4, 823, 728 
eo fg eee ‘ “ 42,658,685 | 12, 761, 962 29, 896, 723 





Order affirming and adopting initial decision of presiding examiner 





December 16, 1954 

















On November 10, 1954, the Presiding Examiner issued his initial decision in 
this proceeding subject to review by the Commission on appeal or upon its own 
motion as provided in the Commission’s Rules of Practice and Procedure. 

By his decision and accompanying order, the Presiding Examiner found and 
determined that the increased rates and charges contained in Second Revised 
Sheets Nos. 5, 6, 9, and 10 and First Revised Sheets Nos. 11 and 12-A of Texas 
Illinois’ FPC Gas Tariff, Original Volume No. 1, as filed June 29, 1953, were 
excessive, unjust, unreasonable, unduly discriminatory, and preferential, and 
should be disallowed. The Presiding Examiner thereupon ordered that Texas 
Illinois Natural Gas Pipeline Company file revised tariff sheets effective from 
and after January 1, 1954, reflecting rates and charges as follows: 
Rate schedule Rate 
ee ee Demand charge $2.06 per month per Mcf 

of billing demand. 
Commodity charge 19.57¢* per Mcf. 
Dl aasiennmisiemmdnGalneeieaan Commodity charge 20.17¢ per Mcf. 
ibn ial cect Daan el naa ad Aggregate charge 26.35¢ per Mcf. 
























1The 19.58¢ per Mcf commodity charge in the CD schedules and the 19.355¢ per Mcf 
commodity charge applicable for the period January 1, 1954 through August 31, 1954 in 


the order accompanying the initial decision are typographical errors which are hereby 
corrected. 
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Except, however, that for the period January 1, 1954 through August 31, 1954, 
the commodity charge in the CD-1 and CD-2 rate schedules shall be 19.345¢? 
per Mcf. 

The Presiding Examiner also conditioned his order to provide for refunds to 
Texas Illinois’ customers in the event that the cumulative deliveries of natural 
gas to Texas Illinois by the La Gloria Area Operators, under the contract be- 
tween those parties, shall exceed an average of 35,000 Mcf per day. 

On December 1, 1954, the City of Chicago filed exceptions to the initial de- 
cision. No exceptions were submitted by any other party to the proceeding. 


The Commission orders: 


(A) The initial decision of the Presiding Examiner issued November 10, 
1954, in this docket, hereby is affirmed and adopted in its entirety and shall 
become effective as the decision and order of this Commission as of the date of 
issuance of this order. 

(B) The exceptions filed by the City of Chicago with respect to the Presiding 
Examiner’s initial decision be and the same hereby are denied. 





ORDERS 








Findings and order directing physical connection of facilities and sale of 
natural gas 


City of Villa Rica, Ga. 
Docket No. G—2242 
January 4, 1954 


The city of Villa Rica (Applicant), a duly organized and existing muncipality 
of the State of Georgia, on September 8, 1953, filed an application and on Novem- 
ber 2, 1953, an amendment thereto pursuant to section 7 (a) of the Natural Gas 
Act, for an order of the Commission directing Southern Natural Gas Company 
(Southern Natural) to establish physical connection of the latter’s transmission 
facilities with those proposed to be constructed by applicant, and to sell and 
deliver a natural gas supply to applicant for local distribution within Villa Rica 
and Fullerville and along the right-of-way from Southern Natural’s line to 
Villa Rica. 

Applicant proposes to construct and operate approximately 6.5 miles of six- 
inch pipeline from a point of connection with Southern Natural’s 20-inch trans- 
mission line near Villa Rica to Villa Rica and Fullerville, Georgia. 

Applicant proposes to construct and operate distribution facilities in Villa 
Rica and Fullerville to serve retail customers in those communities and also 
proposes to serve retail customers along the right-of-way from Southern Natural’s 
line to Villa Rica. 

Applicant estimates its annual requirements as follows: 


Annual requirements (Mcf) 





lst year 2d year 3d year 4th year | Sth year 





Residential oe 32, 160 | 37, 310 | 42, 280 47,025 | 52, 000 
Small commercial - -- “ 2 10, 710. | 12, 920 14, 910 17, 020 | 19, 250 
Large commercial - - - - _- eS 32, 400 | 32, 400 32, 400 32, 400 | 32, 400 

Total sales. ____- 75, 270 | "$2, 630 | 89, 590 7 445 103, 650 
Lost and unaccounted for—5 percent ___- 3, 764 | 4, 132 4, 480 4,822 | 5, 183 





Total requirements _______- iiceatl 79, 034 | 86, 762 94, 070 | 101, 267 | 108, 833 
| | | | 


Applicant estimates its peak day requirements as follows: 


Peak-day requirements (Mcf) 


lst year 2d year 3d year 4th year 5th year 


Residential and small commercial 411 | 481 614 | 683 
Large commercial - = sgbiliieibniptal 217 | 217 7 217 





698 831 900 
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Applicant’s estimated cost of construction is $515,000 for both transmission 
and distribution facilities. 

Applicant proposes to issue 30-year natural gas revenue anticipation certifi- 
cates to finance the estimated cost of construction at a rate of 5 percent per year. 

Southern Natural stated that it is able and willing to serve Villa Rica’s esti- 
mated requirements and that it has capacity available to serve the estimated 
third-year requirements of the Applicant. 

Pursuant to the order of the Commission issued on October 27, 1953, the pro- 
ceedings herein were consolidated for the purpose of hearing with the proceedings 
involving Northwest Alabama Gas District, Docket No. G-2229, Town of DeKalb, 
Mississippi, Docket No. G—2231 and Mississippi Valley Gas Company, Docket 
No. G—2232. Hearings on the consolidated proceedings commenced on Novem- 
ber 16, 1953, and concluded on November 18, 1953. By order of the Commission 
issued on December 4, 1953, the intermediate decision procedure was omitted in 
these proceedings and hence this proceeding is before us for final decision herein. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business in Birmingham, Ala., owns and operates, among other 
facilities, a natural-gas transmission pipeline system located in the States of 
Texas, Louisiana, Mississippi, Alabama and Georgia, and by such operations is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 6, 1942, in Docket No. G-296, 3 F. P. C. 822. 

(2) City of Villa Rica, Georgia (Applicant), a municipal corporation, is legally 
authorized to engage in the local distribution of natural gas. 

(3) It is necessary and desirable in the public interest to direct Southern 
Natural to establish physical connection of its transmission facilities with the 
facilities proposed to be constructed and operated by applicant, and to sell and 
deliver to applicant the natural gas requirements of applicant subject to Southern 
Natural’s appropriate rate schedules on file with the Commission. 

(4) The requirement that Southern Natural serve applicant as proposed will 
not place an undue burden upon Southern Natural nor require Southern Natural 
to enlarge its transportation facilities for such purpose, nor impair its ability 
to render adequate service to its customers. 

The Commission orders: 

(A) Southern Natural Gas Company be and it is hereby directed to establish 
physical connection of its transmission facilities at a point on its 20-inch trans- 
mission line near city of Villa Rica, Ga., with the proposed pipeline facilities of 
applicant, together with such metering, regulating and appurtenant facilities as 
may be necessary to render the service applied for herein, and to deliver such 
volumes of natural gas as may be required by applicant pursuant to Southern 
Natural’s appropriate rate schedules on file with the Commission. 

(B) Applicant shall be prepared to receive the natural gas service ordered 
herein on or before June 30, 1954. 

(C) Southern Natural shall report to the Commission in writing, under oath, 
the date of commencement of service to applicant. 

Commissioner Doty not participating. 
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Order approving revised exhibits and adjusting annual charges 
The California Oregon Power Co. 
Project No. 1927 
January 5, 1954 


In compliance with article 8 of its license as amended for major project No. 
1927, The California Oregon Power Company filed on August 31, 1953, revised 
exhibits showing and describing the project area and boundary as established 
and the project works as constructed, the latter consisting of only minor changes 
made during construction. 

The revised exhibits and those superseded or modified thereby are described 
as follows: 

Clearwater No.1 development 

Evhibit J-16—(FPC Nos. 1927-154 and -155) Two Sheets of a general map 
modifying Sheet No. 1 of Exhibit J-S (FPC No. 1927-64) insofar as it shows the 
Clearwater No. 1 development and superseding Sheet No. 2 of Exhibit J-8 (FPC 
No. 1927-65). 

Evhibit K-20.—(FPC Nos. 1927-156 to -160, inclusive) Five sheets showing 
topography and project boundary and area occupied by conduit, reservoir, fore- 
bay, spillway, penstock, powerhouse and transmission line and superseding 
Exhibit K-11, Sheets Nos. 1 and 2 (FPC Nos. 1927-68 and -69). 

Echibit L-20—(FPC Nos. 1927-161 to -164, inclusive) Four sheets showing 
design of project works and superseding Exhibits L-10 (FPC No. 1927-70 and 
-75) and L-14 (FPC No. 1927-99). 

Exhibit M—13.—Two typewritten pages giving the general description of equip- 
ment for the Clearwater No. 1 Development filed in the Commission August 31, 
1953, and superseding Exhibit M-—5. 

The effect of approval of Exhibit K-20 will be to reduce the area of National 
Forest lands utilized by the Clearwater No. 1 Development of the project from 
1,240 acres to 263.5 acres with a resultant adjustment in the annual charges 
specified in subparagraph (ii) of Article 27 of the license, and the effect of 
approval of Exhibit L—-20 will be to change the description of the project works 
as presently described in paragraph (b) of Article 2 of the license. 

The Commission finds: 

(1) The above-described revised Exhibits J-16, K-20, L—20, and M—13 conform 
to the Commission’s rules and regulations. 

(2) The amount of annual charges specified in subparagraph (ii) of Article 
27 of the license as amended should be adjusted to reflect the decrease in the 
area of lands of the United States occupied by the project, and the adjusted 
annual charge hereinafter imposed is reasonable. 

The Commission orders: 

(A) The revised exhibits referred to in finding (1) above are hereby approved 
as part of the license as amended for Project No. 1927: Exhibit J-8 (FPC No. 
1927-64) of the license, insofar as it is modified by Exhibit J-16 (FPC No. 
1927-154) be excluded from the license; and superseded Exhibits J-8 (FPC 
No. 1927-65), K-11 (FPC No. 1927-68 and -69), L-10 (FPC No. 1927-70 
and -75), L-14 (FPC No. 1927-99), and M-—5, are hereby excluded from the 
license for the project. 

(B) Paragraph (b) of Article 2 of the license insofar as it pertains to the 
Clearwater No. 1 Development is hereby revised to read as follows: 

Article 2. (b) All project works consisting principally of: 
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Clearwater No. 1 Development 

A low diversion dam across Clearwater River about 20 feet high, comprised 
of an intake section flanked by earth dam sections on each abutment; a small 
reservoir with normal water surface at elevation 3,875.2 feet mean sea level; 
an open conduit about 12,670 feet long, with a capacity of 200 cfs ; a small forebay ; 
a steel penstock about 4,850 feet long; a powerhouse located on Clearwater 
River above the mouth of Mowich Creek, containing a 21,000-horsepower turbine 
connected to a 15,000-kilowatt outdoor-type generator; an outdoor substation; 
a 132,000-volt transmission line about 8 miles long extending to the switching 
station located adjacent to the Toketee powerhouse; a permanent access road 
serving both the Clearwater Nos. 1 and 2 Developments; the location, nature and 
character of which project works are more specifically shown and described by 
the exhibits hereinbefore cited for the development and by certain other exhibits 
which formed part of the application for amendment of the license and which 
are designated and described as follows: 

Ecvhibit L-20.—(FPC No. 1927-161 to —164, inclusive) Four sheets showing 
design of project works of Clearwater No. 1 Development; and 

Exhibit M—13.—Two typewritten pages giving a general description of equip- 
ment for the Clearwater No. 1 Development and filed in the Commission August 
$1, 1953. 

(C) The annual charge fixed in subparagraph (ii) of article 27 of the license 
insofar as it pertains to the Clearwater No. 1 Development is hereby adjusted 
as follows: 

Article 27. (ii) For the purpose of recompensing the United States for the 
use, occupancy, and enjoyment of its lands, excluding those used only for trans- 


mission line right-of-way, for: ...and the Clearwater No. 1 Development, 
$527.00 and the Clearwater No. 2 Development, $2,860.00, effective July 1, 
BR oe 


Commissioner Doty not participating. 


Order No. 167 Amending certain schedules of the annual report form for natural 
gas companies, F PC Form No. 2 


Amendment of Part 260 of the Federal Power Commission’s General Rules and 
Regulations Prescribing the Form of the Annual Report, FPC Form No. 2, 
Required of Class A and B Natural Gas Companies Subject to the Provisions 
of the Natural Gas Act. 


Docket No. R-131 
January 6, 1954 


The Commissioner has under consideration in this proceeding the amendment 
of § 260.1 of its general rules and regulations (18 CFR Part 260) by revising five 
schedules of the Annual Report, FPC Form No. 2, required of Natural Gas com- 
panies (Classes A and B). 

The proposed amendments, developed in cooperation with the Committee on 
Statistics and Accounts of the National Association of Railroad and Utilities 
Commissioners, are designed to simplify and clarify certain previously pre- 
scribed schedules of FPC Form No. 2. 

The Commission finds: 


(1) The proposed amendments represent matters of practice and procedure 


which do not require notice or hearing under section 4 (a) of the Administra- 
tive Procedure Act. 
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(2) Adoption and promulgation of the proposed amendments are necessary 
and appropriate for the purposes of administration of the Natural Gas Act. 

(3) Good cause exists that these amendments become effective as herein- 
after ordered. 

The Commission, acting pursuant to authority granted by the Natural Gas 
Act, as amended, and particularly sections 8, 10, and 16 thereof (52 Stat. 821, 
825, 826 and 830; 15 U. S. C. 717, 717g, 717i, 7170), orders: 

(A) Section 260.1, entitled “Form No. 2, Annual Reports for Natural Gas Com- 
panies (Classes A and B)” of Part 260 of the Commission’s general rules and 
regulations (18 CFR, Part 260) is hereby amended in the following respects: 

1. Instruction 4 to the schedule entitled “Other Physical Property” page 22, is 
amended to read as follows: 

4. List separately any property previously devoted to public service 
which has a book value of $50,000 or more and give date of transfer to 
Account 110, Other Physical Property, in addition to date acquired as 
called for by column (b). Other items of property previously devoted to 
public service may be grouped. 

2. Add the following sentence to Instruction 3 of the schedule entitled “In- 
vestments” page 23: “Investments included in Account 123, Temporary Cash 
Investments, also may be grouped by classes.” 

3. Delete the words “size of coal and” from Instruction 3 of the schedule en- 
titled “Production and Fuel Oil Stocks” page 30. 

4. Substitute the following for the heading of column (c): “Estimated Ad- 
ditional Cost of Project” of the schedule entitled “Construction Work in Prog- 
ress” page 65. 

5. Substitute “$25,000 or more” for “$10,000 or more” where the latter appears 
in the instructions as the amount of each annual rent to be reported by Class A 
Natural Gas Companies in the schedule entitled “Rents Charged to Gas Operating 
Expenses” page 92. 

(B) This order, and the amendments to the Annual Report Form No. 2 herein 
prescribed, shall become effective December 31, 1953, for the filing of annual 
reports on FPC Form No. 2 by Class A and B Natural Gas Companies for the 
year 1953 and thereafter until further order of the Commission. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the FepERAL REGISTER. 
Commissioner Draper not participating. 


Order No. 168 Amending Certain Schedules of the Annual Report Form for 
Blectric Utilities and Licensees, FPC Form No. 1 


Amendment of Part 141 of the Federal Power Commission’s General Rules and 
Regulations Prescribing the Form of the Annual Report, FPC Form No. 1, 
Required of Electric Utilities and Licensees (Classes A and B) 





Docket No. R-132 


January 6, 1954 





The Commission has under consideration in this proceeding the amendment 
of § 141.1 of its general rules and regulations (18 CFR Part 141) by revising six 
schedules of the Annual Report, FPC Form No. 1, required of Class A and B 
electric utilities and licensees. 
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The proposed amendments, developed in cooperation with the Committee on 
Statistics and Accounts of the National Association of Railroad and Utilities 
Commissioners, are designed to simplify and clarify certain previously pre- 
scribed schedules of FPC Form No. 1. 

The Commission finds: 

(1) The proposed amendments represent matters of practice and procedure 
which do not require notice or hearing under section 4 (a) of the Administra- 
tive Procedure Act. 

(2) Adoption and promulgation of the proposed amendments are necessary 
and appropriate for the purposes of administration of the Federal Power Act. 

(3) Good cause exists that these amendments become effective as herein- 
after ordered. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, as amended, and particularly sections 3 (13), 4 (a) through (c), 301 (a), 
304 (a), 309, and 311 thereof (49 Stat. 838, 839, 854, 855, 858, 859; 16 U. S. C. 
796 (13), 797 (a) through (c), 825 (a), 825 ¢ (a), 825 h, 825 j), orders: 

(A) Section 141.1, entitled “Annual Report, Form No. 1, electric utilities and 
licensees (Classes A and B)” of Part 141 of the Commission’s general rules 
and regulations (18 CFR, Part 141) is hereby amended in the following respects: 

1. Instruction 4 to the schedule entitled “Other Physical Property” page 22, 
is amended to read as follows: 

4. List separately any property previously devoted to public service which has 
a book value of $50,000 or more and give date of transfer to Account 110, Other 
Physical Property, in addition to date acquired as called for by column (b). 
Other items of property previously devoted to public service may be grouped. 

2. Add the following sentence to Instruction 3 of the schedule entitled “In- 
vestments” page 23: “Investments included in Account 123, Temporary Cash 
Investments, also may be grouped by classes.” 

8. Delete the words “size of coal and” from Instruction 3 of the schedule en- 
titled “Production and Fuel Oil Stocks” page 30. 

4. Substitute the following for the heading of column (c): “Estimated Ad- 
ditional Cost of Project” of the schedule entitled “Construction Work in Prog- 
ress” page 64. 

5. Substitute “$25,000 or more” for “$10,000 or more” where the latter ap- 
pears in the instructions as the amount of each annual rent to be reported by 
Class A utilities in the schedule entitled “Rents Charged to Blectric Operating 
Expenses” page 82. 

6. In the schedule entitled “Transmission Lines Added During the Year” 
page 104, add the following sentence to Instruction 1: “It is not necessary, how- 
ever, to report minor revisions of lines.” 
and delete the second and third sentences of Instruction 2 and substitute the 
following: “If actual costs of completed construction are not readily available 
for reporting in columns (1) to (n), it is permissible to report in these columns, 
the estimated final completion costs. Designate, however, if estimated amounts 
are reported.” 

(B) This order, and the amendments to the Annual Report FPC Form No. 1 
herein prescribed, shall become effective December 31, 1953, for the filing of an- 
nual reports on FPC Form No. 1 by Class A and B electric utilities and li- 
censees for the year 1953 and thereafter until further order of the Commission. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the FepErat REGISTER. 

Commissioner Draper not participating. 
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Order modifying order issuing certificate of public convenience and necessity 
MidSouth Gas Co. 
Docket Nos. G-1445, G-—1680 


January 7, 1954 















































MidSouth Gas Company (Petitioner) filed a petition on July 29, 1953, and 
a supplement thereto on October 13, 1953, to modify its certificate of public 
convenience and necessity issued on September 18, 1952, 11 F. P. C. 1306, as 
amended by the Commission’s order issued March 23, 1953, 12 F. P. C. 883, 
in the above entitled matter, to authorize certain alterations in design of Peti- 
tioner’s previously authorized natural-gas pipeline facilities in relation to its 
Paragould Line, Helena Line, and West Memphis Line, as hereinafter set 
forth. 

Paragould Line. The Paragould Line, as originally authorized, included the 
construction and operation of the following facilities: 

12.4 miles of pipe, 9.0 miles of which were to be constructed of 654-inch pipe 
and the last 3.4 miles of which were to be constructed of 44-inch pipe. 

Petitioner requests by its petition that it be authorized to alter the pipe meas- 
urements and design capacity of its previously certificated pipeline facilities 
so that its Paragould Pipe Line from the point of connection with the Texas 
Eastern Transmission Corporation’s pipeline system to its terminal point will be 
constructed in its entirety (12.4 miles) of 4%4-inch pipe. 

Helena Line. The Helena Line, as originally authorized, included the acquisi- 
tion, construction and operation of the following facilities: 

38.3 miles of 12%4-inch pipe,’ 35.7 miles of 65¢-inch pipe, 4.5 miles of 444-inch 
pipe, and 10 miles of 3%4-inch pipe. 

Petitioner also requests by its petition that it be authorized to alter the pipe 
measurements and design capacity of its previously certificated Helena pipeline 
facilities so that: 

The 654-inch pipe will be reduced from 35.7 miles, as originally contemplated, 
to 4.8 miles, and the amount of 4%4-inch pipe will be increased from 4.5 miles, 
as originally contemplated, to 35.4 miles. 

West Memphis Line. The West Memphis Line, as originally authorized, in- 
cluded the construction and operation of the following facilities : 

20.1 miles of 85-inch pipe, 29.7 miles of 65-inch pipe, 28.7 miles of 44%4-inch 
pipe, 15.4 miles of 31%4-inch pipe, and 18.0 miles of 2%-inch pipe. 

Petitioner, in addition, requests by its petition that it be authorized to alter 
the pipe measurements and design capacity of its previously certificated West 
Memphis Pipe Line facilities in lieu of the facilities originally authorized, thus 
enabling it to utilize the following sized pipe: 

22.3 miles of 85-inch pipe, 15.5 miles of 654-inch pipe, 27.0 miles of 4%4-inch 
pipe, and 49.3 miles of 34-inch pipe. 

It appears from the record that the redesign of Petitioner’s system, as con- 
tained in its petition, as supplemented, will provide for adequate capacity for 
the markets to be served through the fifth year of service as originally proposed. 
Further, the changes as requested by Petitioner will not alter or diminish the 
number and/or location of the consumers to be served, nor will the said changes 
reduce the amount of natural gas available for distribution and ultimate public 





1 The 38.3 miles of 12%-inch pipe was purchased by MidSouth from the Arkansas Power 
& Light Company, as authorized in Docket No. G—1680. 
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consumption. The revised design will result in somewhat changed, but still 
adequate, terminal pressures. 

The initial cost of Petitioner’s three transmission pipelines was estimated to be 
$4,497,200. However, under the project as redesigned by Petitioner, the es- 
timated cost will be $4,295,145, which will result in a saving of $202,055, due 
primarily to reduced material and installation costs. 

The consumers to be served by Petitioner’s system should benefit from the 
modification as proposed. There would be a reduction in cost of construction 
without in any way affecting the availability of adequate quantities of natural 
gas. 


The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the order issuing a certificate of public convenience and necessity, issued Sep- 
tember 18, 1952, as amended by the orders issued March 23, 1953 and October 
20, 1953, be modified as hereinafter provided. 

The Commission orders: 

(A) The order of the Commission issued September 18, 1952, issuing a cer- 
tificate of public convenience and necessity in the above entitled matter, as 
amended by orders issued March 23, 1953, and October 20, 1953, be and the same 
is hereby modified, authorizing the construction, substitution and operation of 
the facilities above described, all as more fully described in Petitioner’s petition, 
filed on July 29, 1953, as supplemented on October 13, 1953. 

(B) In all other respects the order issued September 18, 1952, as amended 
March 23, 1953, and October 20, 1953, as herein modified, shall remain in full 
force and effect. 


Findings and order issuing certificate of public convenience and necessity 


Blackstone Valley Gas and Electric Co. 
Docket No. G—2272 


January 7, 1954 


Blackstone Valley Gas and Electric Company (Applicant), a Rhode Island 
corporation having its principal place of business at Pawtucket, Rhode Island, 
filed, on October 12, 1953, an application, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
use, maintenance, and operation of certain existing facilities for the purpose of 
transporting, delivering, and selling natural gas to Blackstone Gas Company 
at several points on the Rhode Island-Massachusetts State border for resale 
within the town of Blackstone, Massachusetts. Supplements to such application 
were filed on December 3, 4, and 7, 1953. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 22 and 29, 1953, concerning the matters and issues involved in the ap- 
plication as supplemented. No protest to the granting of such application has 
been received. 

The record shows that Applicant proposes to deliver and sell natural gas to 
be received from Northeastern Gas Transmission Company, in accordance with 
the terms of the Commission’s Opinon No. 259 and accompanying order issued 
August 6, 1953, in Docket Nos. G—1568, et al., 12 F. P. C. 209, to Blackstone Gas 
Company at the Massachusetts-Rhode Island State border for resale by the 
latter company in the town of Blackstone, Massachusetts. The record further 
shows that such gas can be delivered to Blackstone Gas Company without con- 
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struction of any facilities by Applicant, since it already operates facilities 
presently being used for the delivery and sale of manufactured gas to Blackstone 
Gas Company for resale by the latter in the community of Blackstone, Massachu- 
setts, and would continue to use the same facilities for the delivery and sale of 
natural instead of manufactured gas. 

Under Applicant’s proposed operations, it will receive gas from Northeastern 
Gas Transmission Company at a point on its existing system between Pawtucket 
and Woonsocket, both of which communities are in Rhode Island. A portion of 
the gas received will flow through approximately 6 miles of 6-inch and 12-inch 
mains northwardly to Applicant’s distribution network in Woonsocket for distri- 
bution in Woonsocket and for sale to Blackstone Gas Company at the Rhode 
Island-Massachusetts State line. The volume of gas to be sold to Blackstone 
Gas Company will total a maximum of 23 Mcf on a peak day, with annual sales 
of 7,600 Mcf per year estimated in the fifth year of natural gas service. 

A temporary certificate was issued to Applicant on December 16, 1953, au- 
thorizing operations as proposed in its application herein, conditioned on its 
filing a tariff satisfactory to the Commission within 30 days of that date. 

The Commission finds: 

(1) Blackstone Valley Gas and Electric Company, a Rhode Island corporation 
having its principal place of business at Pawtucket, Rhode Island, upon com- 
mencement of operations as herein authorized and described will be engaged in 
the transportation and sale for resale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and will be, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are to be used for the transportation 
and sale for resale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the operation thereof by Applicant is subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed operation of such facilities by Applicant is required by the 
public convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Commission’s Rules of Prac- 
tice and Procedure [18 CFR 157.20], should attach to the certificate hereinafter 
issued, and to the exercise of the rights granted thereunder. 

(6) It is reasonable and the public convenience and necessity require that, as 
a further condition to the exercise of the rights granted hereunder, Applicant 
be required to file an appropriate FPC Gas Tariff applicable to the proposed 
service to Blackstone Gas Company which shall be satisfactory to the Com- 
mission. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to operate the facilities hereinbefore described, 
all as more fully described in the application, as supplemented. for the trans- 
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portation and sale for resale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Commission’s Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) As a further condition to the exercise of rights under the certificate 
hereby granted, Applicant, within 30 days from the date of issuance of the 
temporary certificate on December 16, 1953, shall file an appropriate FPC Gas 
Tariff applicable to the service to be rendered to Blackstone Gas Company 
which shall be satisfactory to the Commission. 


Order authorizing transmission of electric energy to Canada 
Niagara Mohawk Power Corp. and The St. Lawrence River Power Co. 
Docket No. E-6524 


January 8, 1954 


On September 28, 1953, Niagara Mohawk Power Corporation (Niagara) and 
The St. Lawrence River Power Company filed a joint application, with amend- 
ments thereto on November 4, 1953 and December 16, 1953, for an order pursuant 
to Section 202 (e) of the Federal Power Act (Act), authorizing the transmis- 
sion of electric energy from the United States to Canada. 

Niagara requests authorization to transmit electric energy to The Hydro- 
Electric Power Commission of Ontario (Hydro) in an annual maximum amount 
of 250,000,000 kwh at a maximum rate of 50,000 kw for sale at the rates and 
upon the terms and conditions established by an agreement dated October 19, 
1953, between Niagara and Hydro, a copy of which was filed as Exhibit A to the 
application. 

The energy proposed to be exported will be generated at the steam and hydro- 
electric plants of Niagara, and will be transmitted over facilities owned by St. 
Lawrence, which are maintained and used pursuant to a Presidential License 
therefor signed by the President of the United States on May 11, 1937. 

Notice of the filing of the application was published in the Federal Register 
on October 7, 1953 (18 F. R. 6390), and was given to interested State officials. 
No protest or petition or request to be heard in opposition to the granting of 
said application has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as 
limited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 


The Commission orders: 

(A) Applicants be and they hereby are authorized to transmit electric 
energy from the United States to Canada, in accordance with the terms and 
conditions set forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 250,- 
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000,000 kwh per year at a rate not to exceed 50,000 kw over the facilities speci- 
fied in the Presidential License referred to above. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential License signed by the President of the United States referred to above. 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission, and shall file 
with the Commission any revisions or changes in the agreement with Hydro re- 
ferred to above. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy, on or before Feb- 
ruary 15 of each year, a report showing the kwh of energy transmitted, the 
maximum kw of transmission, and the consideration received therefor, during 
each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but shall continue in effect tem- 
porarily for a reasonable time thereafter, in the event of the involuntary trans- 
fer of facilities used thereunder by operation of law (including such transfers 
to receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission, accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or state regulatory commission for the exercise of the lawful authority 
vested in the State or state regulatory commission over Applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 


Order authorizing and approving disposition and acquisition of facilities and 
merger or consolidation thereof 


Missouri Public Service Co.; The Empire District Electric Co. 


Docket Nos. E-6534, E-6535 


January 8, 1954 









The Empire District Electric Company (Empire), a Kansas corporation quali- 
fied to do business in the States of Arkansas, Kansas, Missouri, and Oklahoma, 
with its principal business office at Joplin, Missouri, and Missouri Public Serv- 
ice Company (Missouri), a corporation organized and existing under the laws 
of the State of Missouri, with its principal business office at Warrensburg, Mis- 
souri, on November 20, 1953, filed applications for an order pursuant to Section 
468918—61——50 
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203 of the Federal Power Act (Act) authorizing the sale and disposition by Em- 
pire of certain of its transmission facilities and appurtenant equipment, and the 
merger or consolidation by Missouri of its facilities with those proposed to be 
acquired from Empire. 

The facilities of Empire proposed to be transferred consist of a certain 69 
KV electric transmission line, 27.4 miles in length, extending northward from 
the Benton County-Hickory County line in the State of Missouri to a termina- 
tion point approximately 314 miles west of Cole Camp, Missouri, together with a 
2,000 Kva step down substation at the point of termination of the said trans- 
mission line. The transmission line is interconnected with the existing facili- 
ties of Missouri and is presently used by Empire for the transmission and sale 
of electric energy to Missouri. The substation is now used by Empire to supply 
electric energy at retail to a pumping station of The Texas Empire Pipe Line 
Company located near Cole Camp, Missouri. 

Upon consummation of the proposed transfers of properties Empire will con- 
tinue to sell electric energy to Missouri, making delivery thereof at the southern 
terminus of the transmission line. Missouri proposes to assume, with the cus- 
tomer’s consent, Empire’s contractual obligation to supply the energy require- 
ments of The Texas Empire Pipe Line Company. No changes in rates, charges 
or other provisions of the affected power contracts will result from the proposed 
transactions. 

The facilities are proposed to be transferred pursuant to an agreement 
of purchase and sale dated October 14, 1953, which provides that Missouri will 
pay, in cash, the sum of $80,259.50 for the transmission line and adjacent 
substation. Empire states that this amount represents the aggregate original 
cost of the facilities, $153,161.79, less accrued depreciation of $72,902.29. The 
transactions will not result in an acquisition adjustment. 

According to the applications, the transmission line proposed to be sold 
and acquired traverses a portion of Benton County, Missouri, which is in the 
service area allocated to Missouri by the Missouri Public Service Commission. 
Empire now owns no facilities in the area except those proposed to be sold, 
nor will any customers of Empire other than Missouri and The Texas Empire 
Pipe Line Company be affected by the disposition of the facilities. 

The applications state that acquisition and merger of the facilities by 
Missouri will strengthen its transmission system in the Benton County area 
and will enable the company to render economical and efficient service to 
potential consumers in its service territory adjacent to the transmission line. 

Written notice of the applications has been given to the Public Service Com- 
mission of Missouri and to the Governor of that State. Notice was also pub- 
lished in the Federal Register on December 2, 1953 (18 F. R. 7664), stating 
that any person desiring to be heard or to make any protest with respect to 
the applications should file a petition or protest on or before December 15, 
1953. No protest or petition or request to be heard in opposition to the granting 
of the applications has been received. 

The Public Service Commission of Missouri by order dated November 10, 
1953, approved the sale and acquisition of the facilities upon the terms herein- 
above set forth. 

The Commission finds: 

(1) Missouri, a corporation, is a public utility within the meaning of Section 
203 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued June 
22, 1951, In the matter of Missouri Public Service Company, Docket No. E-6358. 
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(2) Empire, a corporation organized and existing under the laws of the 
State of Kansas, owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy transmitted between the 
States of Arkansas, Kansas, Missouri and Oklahoma and consumed at points 
outside the state in which it is generated, which facilities are in addition to 
and do not include, facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities used for the transmission of electric energy 
consumed wholly by the transmitter, and by reason of its ownership and 
operation of such facilities, is a public utility within the meaning of that 
term as used in the Federal Power Act. 

(3) By the proposed transaction Empire will dispose of facilities subject 
to the jurisdiction of the Commission having a value in excess of $50,000, and 
Missouri will merge or consolidate its facilities subject to the jurisdiction of 
the Commission with those to be acquired from Empire, another person within 
the meaning and subject to the requirements of Section 203 of the Act. 

(4) The proposed acquisition of facilities as hereinafter authorized will 
enable Missouri to operate the acquired property as an integral part of its 
system, will result in economies and efficiency in operation, and will be con- 
sistent with the public interest. 

The Commission orders: 

(A) The proposed disposition of facilities by Empire and the acquisition and 
merger or consolidation thereof by Missouri be and the same hereby are 
authorized and approved upon the terms and conditions set forth in the 
applications subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, 
accounts, valuations, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be considered as an acquiescence by this 
Commission in any estimate or determination of cost, or any valuation of 
property claimed or asserted. 


Order vacating suspension of proposed contracts 
Colorado Interstate Gas Co. 
Docket No. G—2260 


January 14, 1954 


By order issued December 22, 1953, the Commission granted an application 
filed on November 20, 1953, by Colorado Interstate Gas Company for rehearing 
of the order issued October 26, 1953. By that order the Commission entered 
upon a hearing concerning certain proposed contracts with Public Service Com- 
pany of Colorado and the City of Colorado Springs, purporting to cover direct 
sales of natural gas for industrial use which, unless suspended, would have be- 
come effective on October 29, 1953. Pending hearing and decision thereon, the pro- 
posed contracts were suspended by the order issued October 26, 1953, and the 
use thereof deferred until March 29, 1954. 
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By order issued December 22, 1953, Commission granted rehearing on the 
matters and issues raised by the application and fixed January 12, 1954, as the 
date for oral argument. 

On January 12, 1954, oral argument was had before the Commission, in 
which counsel for Colorado Interstate Gas Company and counsel for the staff 
of the Federal Power Commission participated. 

Upon consideration of the application for rehearing and the oral argument, 

the Commission finds: 

. It is appropriate that the suspension of the proposed contracts be vacated 
as hereinafter ordered, and that in all other respects the order of October 26, 
1953, remain in full force and effect. 

The Commission orders: 

The suspension of the proposed contracts with Public Service Company of 
Colorado and the City of Colorado Springs tendered for filing on September 
28, 1953, be and the same is hereby vacated as of the date of adoption of this 
order, and that said order of October 26, 1953, otherwise remain in full force and 
effect. 


Order amending order issuing certificate of public convenience and necessity 
Pacific Gas and Electric Co. 


Docket No. G-2212 
January 14, 1954 


The Commission on October 9, 1953, 12 F. P. C. 1288, issued a certificate of 
public convenience and necessity in Docket No. G—2212 pursuant to Section 7 of 
the Natural Gas Act, authorizing the construction and operation by Pacific Gas 
and Electric Company (Applicant) within 4 months therefrom, of: (1) 55,100 feet 
of 24-inch pipeline from Applicant’s Antioch control station to its steam-electric 
generating station at Pittsburg, California; and (2) 2,500 feet of 24-inch pipeline 
as a tie line between the western extremity of the proposed Antioch-Pittsburg line 
and Stoneman Junction on the main line of Standard Pacific Gas Line, Incor- 
porated (Stanpac). 

Paragraph (C) of the Commission’s order issued October 9, 1953, in this 
proceeding, reads as follows: 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 4 months from the date on which this order issues. 

By application filed November 9, 1953, Applicant has requested that it be 
granted additional time to August 1, 1954, for completion of construction of the 
Antioch-Pittsburg line referred to in item (1) and to August 1, 1955, for com- 
pletion of construction of the Stoneman Junction tie line referred to in item (2) 
above. In support of its request, Applicant states that it has commenced con- 
struction of the Antioch-Pittsburg line and its pipe deliveries are about five 
months behind schedule. Applicant also states that it is presently engaged in 
negotiations which may result in eliminating the necessity for the proposed 
Stoneman Junction tie line referred to in item (2) above. 

The application to amend has been served on all parties and no objection thereto 
has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend as hereinafter ordered the 
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order of the Commission issued October 9, 1953, issuing a certificate of public 
convenience and necessity in this proceeding. 

The Commission orders: 

Paragraph (C) of the order issued herein on October 9, 1953, be and the same is 
hereby amended to read as follows: 

(C) Unless otherwise ordered by the Commission for good cause shown, the 
time within which the facilities authorized herein shall be constructed and 
placed in actual operation is hereby fixed at August 1, 1954, for the Antioch- 
Pittsburg line referred to in item (1), and August 1, 1955, for the Stoneman 
Junction tie line referred to in item (2) above. 


Order confirming and approving rate schedules for sale of electric energy 
Bureau of Reclamation, Department of Interior, Fort Peck Project, Montana 
Docket Nos. IT-5891, IT-5932, E-6199 


January 15, 1954 


































The Commissioner of the Bureau of Reclamation, Department of Interior, on 
September 28, 1953, with amendments thereto on October 20, 1953, November 30, 
1953, and January 8, 1954, filed with the Federal Power Commission (F. P. C.) 
for confirmation and approval, pursuant to the provisions of the Fort Peck 
Act (52 Stat. 403), the following revised schedules of rates for the sale of power 
by the Fort Peck Project to be effective February 1, 1954. 

Schedule R6—-F4, Schedule of Rates for Wholesale Firm Power Service, which 
modifies and supersedes Schedule R6-F2 approved by F. P. C. by order of April 
6, 1945 in Docket No. IT—5891. 

Schedule R6-S4, Schedule of Rates for Wholesale Firm Power Service for 
Limited Period, which modifies and supersedes Schedule R6-S2 approved by order 
issued June 30, 1949 in Docket No. E-6199. 

Schedule R6-S5, Schedule of Rates for Wholesale Power Service for Cus- 
tomers Having Their Own Generating Facilities, which modifies and supersedes 
Schedule R6-S1 approved by order issued April 28, 1949 in Docket No IT-5891. 

Special rate for sale of electric energy to Montana-Dakota Utilities Company 
which modifies and supersedes the special rate approved by order of April 6, 
1945, in Docket No. IT-5932. 

The principal change in the new rates is the substitution of a graduated 
minimum annual capacity charge for a minimum monthly bill. Under the new 
rates for the first 12 full billing periods the minimum charge is $7.20 per kw of 
80% of the contract rate of delivery; for the second 12 full billing periods it is 
$7.20 per kw of 90% of the contract rate of delivery; and for subsequent billing 
periods $7.20 per kw of 100% of the contract rate of delivery. 

The Commissioner of the Bureau of Reclamation states that the purpose of 
this change is to protect the interest of the United States in those cases 
where customers contract for their needs for the remote future. The graduated 
increase in the minimum annual capacity charge and the basing of such charge 
on 12 billing periods permits customers to contract for an average two-year 
load growth and to have normal seasonal swings in their loads without paying 
more under the proposed rates than under the existing rates. 

Correlative to this change are several minor changes. Among them the 
designation of the “Demand” charge is changed to “Capacity” charge and 
Rate Schedules R6-F4, R6—-S4, R6—-S5 provide further with respect to the 
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minimum annual capacity charge that subsequent increase in rates of delivery 
after initial service under such schedule shall be considered separately subject 
to the same graduated increase of the minimum annual capacity charge. In 
Schedule R6—-S4 the 5% discount for transmission voltage is extended to the 
“Additive Energy Charge” provided in the rate schedule. 

Notice of the proposed revised rate schedule was sent to interested state 
officials and published in the Federal Register on November 3, 1953, (18 F. R. 
6946) stating that any person desiring to comment or to make any represen- 
tations with respect thereto should submit the same on or before Novem- 
ber 18, 1953. 

By November 19, 1953, the following electric cooperatives had filed protests 
against this Commission’s confirming and approving the revised rate schedules: 
Goldenwest Electric Cooperative, Inc., Wibeaux, Montana; Lower Yellowstone 
Rural Electric Association, Inc., Sidney, Montana; Marias River Electric Co- 
operative, Inc., Shelby, Montana; McCone County Electric Cooperative, Inc., 
Circle, Montana; Mid-Yellowstone Electric Cooperative, Inc., Hysham, Mon- 
tana; Northern Electric Cooperative, Inc., Opheim, Montana; Sheridan County 
Electric Cooperative, Inc., Medicine Lake, Montana; Valley County Electric 
Cooperative, Inc., Glasgow, Montana. 

On December 3, 1953, the National Rural Electric Cooperative Association, 
also filed its protest against revision of the Fort Peck rate schedule. 

These protests were directed principally against the marketing policies of 
the Bureau of Reclamation set forth in a memorandum from the Commissioner 
of Reclamation to the Secretary of the Interior dated September 10, 1953, 
and announced by the Secretary of the Interior by release dated September 15, 
1953. The protestants contended that the minimum annual capacity charge 
of the revised rate schedules in connection with 20-year contracts with non- 
preference customers without a clause permitting the Bureau to withdraw 
from non-preference customers such electric energy as might be necessary to 
meet the requirements of preference customers, including public bodies and 
cooperatives, would deprive the protestants of their preference rights under 
the Fort Peck Act. 

By memorandum of December 11, 1953, announced by release by the Sec- 
retary of the Interior on the same day, the Acting Commissioner of Reclama- 
tion revised the marketing criteria applicable so as to provide among other 
things: 

(i) Power available but not needed until a later time by preference 
customers will be reserved for them as a class by selling it under short 
term interim contracts under which it can be recaptured for the preference 
of customers at the termination of such contract. 

Adherence to the policy set forth in the revision will render moot the sub- 
stance of those objections raised by the protestants and makes it unnecessary 
for us to pass upon the issues raised by these protests. 

By letter of December 21, 1953, the National Rural Electric Cooperative 
Association filed a further protest against revision of the Fort Peck Rate 
Schedules objecting to the minimum annual capacity charge wholly apart from 
the marketing criteria of the Bureau of Reclamation. We believe the protest 
without merit in view of the stated objectives of the Commissioner of Reclama- 
tion with respect to the minimum annual capacity charge, as referred to above. 

Accordingly we find it is appropriate for the purpose of the Fort Peck Act 
that the proposed revised rate schedules listed above be confirmed and approved. 

The Commission orders: 

The proposed revised rate schedules of the Fort Peck Act Project, R6—F4, 
R6-S4, R6-S5 and the special rate schedule for Montana-Dakota Utilities Com- 
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pany, filed on September 28, 1953, as amended October 20, 1953, November 30, 
1953 and January 8, 1954, all being attached hereto and made a part hereof 
are confifirmed and approved effective February 1, 1954. 


UNITED STATES DEPARTMENT OF THE INTERIOR 
BUREAU OF RECLAMATION 
REGION VI 
Fort Peck Project, Montana 
Schedule R6-F4 
Supersedes Schedule R6—-F2 
Schedule of rates for wholesale firm power service 
EFFECTIVE: 
February 1, 1954. 
AVAILABLE: 
In the area served by the Fort Peck Project. 


APPLICABLE: 

The wholesale power customers for general power service supplied through 
one meter at one point of delivery. Not applicable to standby or auxiliary 
service. 

CHARACTER AND CONDITIONS OF SERVICE: 

Alternating current, sixty cycles, three-phase, normally delivered and metered 
at the low-voltage side of substation. 
MONTHLY RATE: 

Capacity charge: $0.75 per kilowatt of billing demand. 

Energy charge: First 250 kilowatt-hours per kilowatt of billing demand at 3.5 
mills per kw.-hr. All over 250 kilowatt-hours per kilowatt of billing demand 
at 3.0 mills per kw.-hr. 

MINIMUM ANNUAL CAPACITY CHARGE: 

For ist 12 full billing periods—$7.20 per kw of 80% of contract rate of 
delivery. 

For 2nd 12 full billing periods—$7.20 per kw of 90% of contract rate of 
delivery. 

For subsequent billing periods—$7.20 per kw of 100% of contract rate of 
delivery. 

Subsequent increases in rates of delivery after initial service under this 
schedule shall be considered separately in like manner. 

BILLING DEMAND: 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


ADJUSTMENTS : 


For character and conditions of service: If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, five percent 
discount will be allowed on the capacity and energy charges. 
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FOR TRANSFORMER LOSSES: 


If delivery is made at transmission voltage but metered on the low-voltage 
side of the customer’s substation, the meter readings will be increased two 
percent to compensate for transformer losses. 


FOR POWER FACTOR: 


None. The customer will normally be required to maintain a power factor 
at the point of delivery of between 90 percent lagging and 90 percent leading. 


Schedule R6—-S4 
Supersedes Schedule R6-S2 
Schedule of rates for wholesale firm power service for limited period 


EFFECTIVE: 
February 1, 1954. 
AVAILABLE: 


In the Dakota System area of the Montana-Dakota Utilities Co. served by 
the Fort Peck Project. 


APPLICABLE: 


To wholesale power customers for general power service supplied through one 
meter at one point of delivery. Not applicable to standby or auxiliary service. 


CHARACTER AND CONDITIONS OF SERVICE: 


Alternating current, sixty cycles, single or three-phase, normally delivered and 
metered at the low-voltage side of Government owned substation. 


MONTHLY RATE: 


Capacity charge: $0.75 per kilowatt of billing demand. 

Basic energy charge: First 250 kilowatt-hours per kilowatt of billing demand 
at 3.5 mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt- 
hour. 

Additive energy charge: When a portion of the capacity and energy require- 
ments of the customers served under this rate schedule must be supplied to the 
United States by the Montana-Dakota Utilities Co. on an exchange basis, the 
additive charge will apply to all such customers as determined by the following 
formula: 


A=$0.00095 X é X (D—%E) 


where, 

ae additive charge, applicable only when D is greater than one-half 
of E. 

B=Total number of kilowatt-hours applied during the billing period to the 
customer under this rate schedule. 

C=Total number of kilowatt-hours supplied during the billing period for 
service to all customers served under this rate schedule. 

D=Total number of kilowatt-hours supplied to the United States by Mon- 
tana-Dakota Utilities Co. on an exchange basis for service to customers 
served under this rate schedule. 

E=Total number of kilowatt-hours supplied by the United States to the 
Montana-Dakota Utilities Co. for its own use which, if no deductions 
were made for the kilowatt-hours supplied to the Company on an ex- 
change basis, would have been billed to the Company in the last block of 
the rate under which the Company received service. 
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MINIMUM ANNUAL CAPACITY CHARGE: 


For Ast 12 full billing periods—$7.20 per kw of 80% of contract rate of delivery. 

For 2nd 12 full billing periods—$7.20 per kw of 90% of contract rate of delivery. 

For subsequent billing periods—$7.20 per kw of 100% of contract rate of 
delivery. 

Subsequent increases in rates of delivery after initial service under this 
schedule shall be considered separately in like manner. 


BILLING DEMAND: 

The billing demand will be the highest 30-minute integrated demand meas- 
ured during the month. 
ADJUSTMENTS : 


For character and conditions of service: If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, five percent dis- 
count will be allowed on the capacity and energy charges. 

For transformer losses: If delivery is made at transmission voltage but 
metered on the low-voltage side of the customer’s substation, the meter readings 
will be increased two percent to compensate for transformer losses. 

For power factor: None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 


TERM OF RATE SCHEDULE: 


The applicability of this rate schedule shall terminate at the date when 
electric power is available for commercial sale from the Garrison Dam Power 
Plant, now under construction, which date is estimated to be April 1, 1955. 








Schedule R6—-S5 


Supersedes Schedule R6-S1 


Schedule of rates for wholesale power service to customers having their own 
generating facilities 

EFFECTIVE: 

February 1, 1954. 

AVAILABLE: 

In the area served by the Fort Peck Project. 

APPLICABLE: 


To wholesale power customers, for light and power service supplied through 
one meter at one point of delivery, who have and maintain generating equip- 
ment in operating condition capable of serving loads on not more than 24 hours’ 
notice, and who, by appropriate contract, agree to such integration of their 
power system and the power system of the United States by interchange, pur- 
chase, and sale of capacity and energy, as will best achieve the efficient use of 
the production capacity of both parties. 


CHARACTER AND CONDITIONS OF SERVICE: 


Alternating current, sixty cycles, three-phase, normally delivered and metered 
at the low voltage side of substation. The service available hereunder will be 
considered in two categories: (1) firm power service, and (2) withdrawable 
power service, herein termed secondary energy. The delivery and continuity 
of supply of secondary energy are not assured and such service may be with- 
drawn in whole or in part at any time on not less than 24 hours’ notice. 
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MONTHLY RATE: 


Capacity charge : $0.75 per kilowatt of billing demand. 

Energy charge: First 250 kilowatt-hours per kilowatt of billing demand at 
3.5 mills per kilowatt-hour. Balance of energy used at 3.0 mills per kilowatt- 
hour. 


SECONDARY SERVICE BILLING DEMAND CREDIT: 


For and in consideration of the customer's generating capacity, if maintained 
in good operating condition, and provided the customer contracts to purchase 
his system energy requirements in lieu of operating his own fuel-burning 
generating equipment (except that which may be generated as a result of 
maintaining such equipment in standby condition and as by-product generation 
from production of steam for heating or other purposes) during any billing 
period when secondary energy is available and is offered by the United States, 
the number of kilowatts of billing demand on which the capacity charge will 
apply shall be the Contractor’s system demand less the Contractor’s capacity, 
but not less than the billing demand less the contract rate of delivery of 
secondary energy. For use in computing capacity charges, the customer shall 
furnish to the United States, not later than five days after the end of the month 
during which service was furnished hereunder a statement of the Contractor’s 
system demand. The Contractor’s system demand is defined as the maximum 
30-minute integrated demand in kilowatts on the Contractor’s power system 
during the month. The Contractor’s capacity is defined as the sustained load 
earrying ability of the Contractor’s electric generating plant less station use, 
as determined by test and as limited by transmission and substation facilities. 
If the Contractor purchases power under a bona-fide power contract from a sup- 
plier other than the United States, appropriate deduction shall be made from the 
Contractor’s system demand for power actually taken under such contract before 
applying this rate schedule. 

MINIMUM ANNUAL CAPACITY CHARGE: 

For ist 12 full billing periods—$7.20 per kw of 80% of contract rate of 
delivery for firm power. 

For 2nd 12 full billing periods—$7.20 per kw of 90% of contract rate of 
delivery for firm power. 

For subsequent billing periods—$7.20 per kw of 100% of contract rate of 
delivery for firm power. 

Subsequent increases in rates of delivery for firm power after initial service 
under this schedule shall be considered separately in like manner. 


BILLING DEMAND: 


The billing demand will be the highest 30-minute integrated demand measured 
during the month. 


ADJUSTMENTS : 


For character and conditions of service: If delivery is made at transmission 
voltage so that the United States is relieved of substation costs, five percent 
discount will be allowed on the capacity and energy charges. 

For transformer losses: If delivery is made at transmission voltage but metered 
at the low-voltage side of the customer’s substation, the meter readings will 
be increased two percent to compensate for transformer losses. 

For power factor: None. The customer will normally be required to maintain 
a power factor at the point of delivery of between 90 percent lagging and 90 
percent leading. 
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Special rate for sale of electric energy to Montana-Dakota Utilities Company 





No definite rate schedule was prepared under the Commission’s order of April 
6, 1945 (Docket No. IT-5932) since the order referred to the schedule of rates 
and charges set forth in the (proposed) contract. 
The modification of such rates and charges now submitted for confirmation 
and approval are as follows: 
Montana-Dakota Utilities Company contract (Designated in the Commis: 
sion’s files as: Fort Peck Project Rate Schedule FPC No. 9): 
Strike out in Article 8 (b) of said contract: 
Minimum Charge.—$1.00 per month per kiiowatt of actual demand but not less 
than $1.00 per month per kilowatt of firm power then in effect. 
Insert in Article 8 (b) of said contract: 
Minimum Annual Capacity Charge: 
For 1st 12 full billing periods—$7.20 per kw of 80% of the power designated 
in the contract or amendents thereto as firm power. 
For 2d 12 full billing periods—$7.20 per kw of 90% of the power designated 
in the contract or amendments thereto as firm power. 
For subsequent billing periods—$7.20 per kw of 100% of the power desig- 
nated in the contract or amendments thereto as firm power. 


Order issuing preliminary permit 


Grant Lake Electric Power Co., Inc. 







Project No. 2129 


January 15, 1954 


























Application was filed April 10, 1953, by Grant Lake Electric Power Company, 
Incorporated, of Anchorage, Alaska, for a preliminary permit under the Federal 
Power Act (hereinafter referred to as the Act) for proposed Project No. 2129 
to be located on Grant Creek and Grant Lake, Kenai Peninsula, in the Third 
Judicial Division Territory of Alaska, and affecting lands of the United States 
in Chugach National Forest. 

As described in the application, the proposed project would consist of a con- 
crete dam at the outlet of Grant Lake, raising the lake’s water level approxi- 
mately 30 feet; a conduit about 5,000 feet to a powerhouse on Grant Creek near 
its confluence with Trail River; a powerhouse with initial installation of 2,000 
horsepower and an ultimate installed capacity of 4,000 horsepower. 

The energy generated by the proposed project would be marketed in the areas 
of Moose Pass, Seward, Railbelt south of Anchorage, and Kenai, all in Alaska. 

The Forest Service, Department of Agriculture, has recommended issuance 
of a preliminary permit; the Secretary of the Interior has reported on the appli- 
cation advising of his interest in the preservation of fish and wild life resources. 

The Chief of Engineers, Department of the Army, has reported favorably on 
the application and the Governor of Alaska, together with the Acting General 
Manager of the Alaska Railroad, have reported favorably upon the application. 

There have been no protests against granting of the application filed. 

The Commission finds: 

(1) The Applicant is a corporation organized under the laws of the Territory 
of Alaska, having its office and principal place of business at Anchorage, Alaska. 
(2) Public notice of the application has been given as required by the Act. 
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(3) No other application conflicting with this one has been filed. 

(4) The project as proposed does not affect any government dam and no 
basis exists for development of the proposed project by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Grant Lake Hlectric Power Company, 
Incorporated (hereinafter referred to as the Permittee), for a period of 24 
months, effective as of the first day of the month in which the acceptance hereof 
is filed with the Commission, for the sole purpose of maintaining priority of 
application for license for proposed project No. 2129 to be located on Grant 
Creek and Grant Lake, Kenai, Territory of Alaska, subject to the terms and 
conditions of the Act, which is incorporated herein by reference, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is subject also to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary Permit,” 
which terms and conditions, described as Articles 1 through 8 are attached hereto 
and made a part hereof; and subject to the conditions set forth as Article 9: 

Article 9. The Permittee shall submit at the close of each 3-month period 
from the effective date of this preliminary permit to the Regional Engineer of 
the Commission having supervision over the project, or to such other officer 
as the Commission may designate, accurate statements in writing of the work 


accomplished during that period and the work contemplated to be done for the 
ensuing period. 


Order authorizing issuance of securities 
Otter Tail Power Co. 
Docket No. E-6539 
January 20, 1954* 


Otter Tail Power Company (Applicant), a corporation organized and existing 
under the laws of the State of Minnesota, doing business in the States of Minne- 
sota, North Dakota and South Dakota, and having its principal business office 
in Fergus Falls, Minnesota, filed its application on December 21, 1953, with 
amendment thereto on January 14, 1954, for an order pursuant to Section 204 
of the Federal Power Act authorizing the issuance of $2,500,000, principal 
amount, of its convertible debentures and of 125,000 shares of its common stock 
for conversion purposes. 

The convertible debentures proposed to be issued will bear interest at 444% 
per annum, will be redeemable in whole or in part after March 1, 1956, and will 
mature on January 1, 1964. On and after January 1, 1955 the Debentures 
will be convertible at the option of the holders thereof into Applicant’s $5 
par value common stock, authority for the issuance of which is sought herein, 
at conversion prices to be determined by Applicant on the basis of the market 
bid price of the outstanding common stock at a time approximately 36 hours 
prior to the initial offering of the Debentures. 

During a period of 14 days after the date of issuance, the debentures will be 
offered at a price of 100% of principal amount to Applicant’s present common 


*Supplemental order issued January 22, 1954, infra, p. 767. 
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stockholders pursuant to their preemptive rights, in the proportion of $4 of 
debentures for each of the 625,000 shares of common stock now outstanding. 

Applicant also proposes to enter into an underwriting agreement with Blyth 
& Co., Inc. for the purchase of all debentures not subscribed for by the stock- 
holders. Applicant anticipates that the proposed underwriting agreement will 
provide for (1) payment by Applicant of a fee not to exceed $7,000 to the under- 
writer’s counsel, and (2) payment to Applicant by the underwriter of 50% 
of the premium which the debentures may command upon resale. 

On November 20, 1953, the Commission, pursuant to Section 34.2 (k) (2) (ii) 
of its General Rules and Regulations, authorized Applicant to enter into nego- 
tiations for the underwriting of the convertible debentures. Applicant now 
requests that the proposed issuance and sale of the debentures be exempted 
from the competitive bidding requirements of Section 34.la (b) and (c) of the 
rules upon findings as referred to in Section 34.1a (a) (4). 

According to the application, the proceeds from the sale of the debentures 
will be applied to the retirement of $2,000,000 of outstanding short-term notes 
and to the financing of Applicant’s current construction program. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North 
Dakota, the Public Utilities Commission of South Dakota, and to the Governor 
of each of these States. Notice of the application has also been given by publica- 
tion in the Federal Register on January 1, 1954 (19 F. R. 40) stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before January 15, 1954. No protest 


or petition or request to be heard in opposition to the granting of said application 
has been received. 


The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commis- 
sion as heretofore described and set forth in the Commission’s order issued July 
31, 1946, In the Matter of Otter Tail Power Company, Docket No. IT-5996. 

(2) The proposed issuance of the convertible debentures and the common stock 
to enable the conversion of such debentures, as described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of securities, there- 
fore, is not exempt by virtue of that section from the requirements of Section 204 
-of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers or 
stockholders, or through ownership of securities, or otherwise, between Appli- 
cant and Blyth & Co., Inc. 

(5) Under the circumstances of the case, sufficient cause has been shown 
for exempting the proposed issuance of securities, as above described, from the 
competitive bidding requirements of Sections 34.1a (b) and (c) of the Com- 
mission’s Rules. 

(6) The proposed issuance of securities as hereinafter authorized will be 
for the lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility, and which 


will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 
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(7) The public notice given the aforesaid application is reasonable. 
The Commission orders: 
(A) The proposed issuance and sale of convertible debentures, and the is- 

suance of common stock, as described above, upon the terms and conditions and 

for the purposes specified in the application, be and the same hereby are au- 
thorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of the convertible debentures, referred 
to above, shall not be consummated until: 

(i) Applicant shall have amended its application in the manner provided by 
Section 34.9 of the Commission’s rules with respect to the filing with the Com- 
mission of a verified copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price per share at which the 
convertible debentures shall be convertible into common stock of Applicant, 
the divisions as between Applicant and the underwriter of the premium at which 
the Dedentures may be resold, and the fees to be paid to the underwriter. 

(C) The proposed issuance and sale of convertible debentures and the is- 
suance of common stock, both as preferred to above, hereby are exempted from 
the competitive bidding requirements of Section 34.la(b) and (c) of the Coim- 
mission’s Rules. 

(D) This authorization shall expire unless the transaction authorized is con- 
summated within 60 days from the date of this order. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property, claimed or 
asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 


Order amending order issuing a certificate of public convenience and necessity 
United Fuel Gas Co. 
Docket No. G—1952 


January 21, 1954 


On November 30, 1953, United Fuel Gas Company (Applicant) filed a peti- 
tion to amend the Commission’s order issued in Docket No. G-1952 on May 1, 
1953, 12 F. P. C. 599, as modified by orders issued on June 26, 1953, 12 F. P. C. 
646, and on October 21, 1953, issuing a certificate of public convenience and 
necessity authorizing Applicant to construct and operate certain natural-gas 
transmission facilities. 

A copy of said petition was served on all parties of record in this proceed- 
ing by Applicant on November 30, 1953. No answer to said petition has been 
received. 

The order of the Commission issued on May 1, 1953, as modified, among other 


things, authorized Applicant to construct and operate the following facilities, 
designated Items 2 and 7: 
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Item 2—Three additional 1,100-horsepower gas engine driven compressor 
units to be installed and operated in Applicant’s Lanham Compressor Station, 
and three existing 880-horsepower gas engine driven compressor units at said 
Lanham Compressor Station to be supercharged, together with all necessary 
foundations, piping and fittings. 

Item 7—Approximately three miles of 6-inch natural-gas transmission pipe 
line, designated X-S-M-1 Loop, extending from Applicant’s Grapevine Com- 
pressor Station to its Line SM-80. 

Said order, as modified, also attached to the exercise of the rights granted 
by the certificate issued to Applicant, a condition requiring Applicant to con- 
struct and place in operation the authorized facilities within 90 days from the 
date of issuance thereof. 

Applicant, in its said petition, requests an order of the Commission (1) ex- 
tending the time for completion of the facilities hereinbefore described as Item 
2 until November 1, 1954, and (2) deleting the authorization to construct and 
operate the facilities hereinbefore described as Item 7. 

In support of said petition, Applicant states that the increase in total horse- 
power to be provided in its Lanham Compressor Station by the facilities desig- 
nated as Item 2 will not be required or utilized until after November 1, 1954, 
on which date it is anticipated initial deliveries of additional volumes of 
natural gas from the facilities of Gulf Interstate Gas Co., authorized in Docket 
No. G—2058, will commence. Applicant further states that the facilities desig- 
nated Item 7 are not required by Applicant because the anticipated increase in 
deliverability from its Storage Pool X-8, upon the basis of which said facilities 
were proposed, has not been realized as a result of subsequent operations. 


The Commission finds: 


Good cause has been shown for granting Applicant’s request for modification 
of the Commission’s order issued on May 1, 1953, as modified, to extend the time 
for completion of the facilities designated Item 2, and to delete authority to con- 
struct and operate the facilities designated Item 7, all in Docket No. G—1952. 

The Commission orders: 


(A) The order of the Commission issued on May 1, 1953, in Docket No. G—1952, 
which modified and affirmed as modified the Presiding Examiner’s Decision, and 
thereby adopted said Examiner’s Decision issuing a certificate of public con- 
venience and necessity to Applicant in Docket No. G—1952, together with all con- 
ditions attached to the exercise of the rights granted thereunder, be and the same 
hereby is modified by (1) granting Applicant an extension of time within which 
to construct and place in operation the facilities described in said Initial De- 
cision as Item 2, to and including November 1, 1954, and (2) rescinding the au- 
thority to construct and operate, and eliminating from the description of au- 
thorized facilities in said Initial Decision, the facilities designated therein as 
Item 7. 

(B) Said Initial Decision, as modified and affirmed by the Commission’s orders 
issued on May 1, 1953, and June 26, 1953, and October 21, 1953, except as herein 
further modified, shall be and remain the same. 


1 Said condition was imposed by paragraph (O) of the Initial Decision of the Presiding 
Examiner in Docket No. G—1952 and related proceedings, issued on March 5, 1953. Said 
Initial Decision was modified and affirmed as modified by the Commission's order issued 
on May 1, 1953, which made no change in said condition. 
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Order denying application for rehearing and granting motion for stay 


United Gas Pipe Line Company; Mississippi River Fuel Corporation, Com- 
plainant, v. United Gas Pipe Line Company, Defendant 


Docket Nos. G-2097 ; G-2024 


January 21, 1954 


Upon consideration of United Gas Pipe Line Company’s application for re- 
hearing and motion for stay, filed January 18, 1954, of the Commission's opinion 
and order issued in the above-entitled proceedings on December 23, 1953, 12 
F. P. C. 382, and the allegations in support thereof ; 

The Commission finds: 

(1) No new facts have been presented or alleged, and no new principles of law 
have been set forth in the application for rehearing which either were not fully 
considered by the Commission before it entered the opinion and order issued 
December 23, 1953, or having now been considered, warrant rehearing, modifi- 
eation or rescission of the aforesaid opinion and order. 

(2) Good cause exists for the granting of the motion to stay the opinion and 
order issued December 23, 1953, as hereinafter ordered. 

The Commission orders: 

(A) United Gas Pipe Line Company’s application for rehearing of the Com- 
mission’s opinion and order issued December 23, 1953, in the above-entitled mat- 
ters, be and the same is hereby denied. 

(B) The opinion and order issued December 23, 1953, in the above-entitled 
matters, be and the same is hereby stayed pending the filing by United Gas Pipe 
Line Company of a timely petition for review of said opinion and order and, in 
the event such petition is filed, until completion of the judicial review initiated 
by said petition provided that the review proceedings are diligently prosecuted 
by United Gas Pipe Line Company. 

Commissioners Draper and Digby dissenting as to denial of rehearing. 


Findings and order issuing a certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-2173 


January 21,1954 


On May 19, 1953, Texas Eastern Transmission Corporation (Texas Eastern), 
a Delaware corporation with its principal office in Shreveport, Louisiana, filed 
an application, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing the construction and operation 
of approximately 4.5 miles of 65-inch pipeline extending from a point at or 
near the Willow Springs Field in Gregg County, Texas, to a point of intercon- 
nection with Texas Eastern’s existing 24-inch pipeline in Harrison County, Texas. 
Temporary authorization for the construction and operation of the above-men- 
tioned facility was granted on June 4, 1953. 

Texas Eastern has entered into two 20-year term contracts for the purchase of 
approximately 10,000 Mcf of natural gas per day to be produced in the Willow 
Springs Field. The said pipeline is to be used for the transportation of this gas 
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and the delivery thereof into Applicant’s present system to augment its available 
reserves for the service of its existing markets. 

The estimated over-all capital cost of the new line is estimated to be $125,000, 
which will be financed out of current revenues. Under the terms of the gas- 
purchase contracts, Texas Eastern is to deduct from the contracted price one-half 
of one cent per Mcf of gas bought from these sellers until such time as the sum 
deducted equals the total cost of the construction of the facility, after which 
time the facility will remain the property of Texas Eastern. Thereafter, no 
further such deductions shall be made. In the event Texas Eastern does not 
recover the entire cost of the facility out of gas so purchased and transported 
through this line, then, under the terms of the contracts, sellers are obligated to 
pay Texas Eastern their pro rata part of the unrecovered portion of the con- 
struction cost less the salvage value of the line. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
January 18, 1954, respecting the matters involved and the issues presented by 
this application. No protest to the application has been received. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business at Shreveport, Louisiana, owns and operates, 
among other facilities, a natural-gas transmission pipeline system extending from 
points in the States of Texas and Louisiana to the State of New Jersey, and by 
such operations is engaged in the transportation and sale of natural gas in inter- 
state commerce for ultimate public consumption, subject to the jurisdiction of 
the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
October 10, 1947, in Docket No. G—880, 6 FPC 148. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and the construction and operation thereof by Texas 
Eastern are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation by Texas Eastern of the facilities 
hereinbefore described are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Texas Eastern having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Eastern Transmission Corporation to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application, for the transportation and sale of natural gas in interstate com- 
merce as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Texas Eastern and the general terms and conditions set forth in 
paragraphs (1), (3) (iii), (3) (iv), and (5) of Section 157.20 of the Commission’s 
General Rules and Regulations shall attach to the issuance of the certificate 
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granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 


Order making effective proposed rate schedules upon filing of undertaking to 
assure refund of excess charges 


Colorado Interstate Gas Co. 
Docket No. G-—2260 


January 21, 1954* 


Colorado Interstate Gas Company (Colorado), on September 2, 1953, filed 
with the Commission, inter alia, First Revised Sheets Nos. 5, 6a, and 8 to its 
FPC Gas Tariff, Original Volume No. 1, Second Revised Sheet No. 2 to its FPC 
Gas Tariff, Original Volume No. 2, and a “Notice of Supersession,” increasing 
the rates and charges to its interstate wholesale customers.* 

Pending hearing and decision upon the question of the lawfulness of the in- 
creased rates and tariff changes proposed by Colorado, the Commission, by order 
issued September 28, 1953, suspended the operation of the proposed tariff sheets 
in question until March 3, 1954, except the portion of the “Notice of the Superses- 
sion” relating to Rate Schedule I-1, Canadian River Gas Company, unless other- 
wise ordered by the Commission and until such further time as such suspended 
proposed tariff sheets might be made effective in the manner prescribed by the 
Natural Gas Act. This order was amended by order issued December 22, 1953, 
limiting the suspension period to January 1, 1954. 

The proceeding instituted for the purpose of determining the lawfulness of the 
proposed increased rates and tariff changes has not been concluded, nor a de- 
cision rendered therein. 

Colorado, on December 28, 1953, filed a motion requesting that its aforesaid 
proposed tariff sheets go into effect on January 1, 1954. 

The Commission finds: 

It is appropriate and necessary in carrying out the provisions of the Natural 
Gas Act and in the public interest to require that Colorado refund, with interest 
at the rate of 6% per annum, to those entitled thereto, any portion of the increased 
rates or charges found by the Commission in this proceeding not justified; that 
Colorado bear all expense of any such required refunding; that Colorado keep 
accurate accounts in detail of all amounts received by reason of the increased 
rates and charges made effective on January 1, 1954, specifying by whom and 
in whose behalf all such amounts were paid, reporting the same to the Commission 
monthly for each billing period; and that Colorado file with the Commission its 
written undertaking, signed by a responsible officer of the corporation under 
proper authority from the board of directors, in the amount and conditioned as 
hereinafter ordered. 

The Commission orders: 

(A) Colorado shall refund to those entitled thereto any portion of the increased 
rates and charges made effective as of January 1, 1954, found by the Commission 
in this proceeding not justified, with interest at the rate of 6% per annum from the 
date of payment to Colorado until refunded ; shall bear all costs of any such re- 


* This order was amended by order issued March 12, 1954, infra, p. 879. 

1 First Revised Sheets Nos. 11 and 13 of Colorado’s FPC Gas Tariff and Schedule I-1 in 
the “Notice of Supersession’” were also tendered for filing and proposed an increase in 
Colorado’s wholesale rates, but were not suspended because they relate to the sale of 
natural gas for resale for industrial use only. Section 4 (e) of the Natural Gas Act. 
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funding ; shall keep accurate accounts in detail of all amounts received by reason 
of such increased rates and charges for each billing period; specifying by whom 
and in whose behalf such amounts were paid, and reporting in writing and under 
oath to the Commission monthly for each billing period and for each purchaser, 
the contract demand, actual demand, billing demand and volumes of natural gas 
sales to each of such purchasers and the revenues resulting therefrom as com- 
puted under the rates in effect prior to January 1, 1954, and under the rates 
allowed by this order to become effective, together with the differences in the 
revenues so computed ; and shall, within 15 days from the date of issuance of this 
order execute and file with the Secretary of this Commission its written under- 
taking, signed by a responsible officer of the corporation under proper authority 
from the board of directors, in the amount and conditioned as set out in para- 
graph (B) hereof. 

(B) By said undertaking, Colorado, its successors and assigns, shall be held 
and firmly bound unto the Federal Power Commission, for the use and benefit 
of those entitled thereto, in the sum of $6,507,660 or any portion thereof found 
by the Commission in Docket No. G—2260 not justified, and said undertaking 
shall contain the following provisions: 

The condition of this obligation is such that: 

Whereas, Colorado Interstate Gas Company (hereinafter called Colorado), on 
September 2, 1953, filed with the Federal Power Commission (hereinafter called 
Commission) its proposed First Revised Sheets Nos. 5, 6a, and 8 to its FPC 
Gas Tariff, Original Volume No. 1, Second Revised Sheet No. 2 to its FPC Gas 
Tariff, Original Volume No. 2, and a “Notice of Supersession,” increasing the 
presently effective rates and charges to interstate wholesale customers as shown 
by such revised tariff sheets and “Notice of Supersession”; and 

Whereas, by order issued September 28, 1953, the Commission suspended the 
operation of said proposed revised tariff sheets and the “Notice of Superses- 
sion” except as it relates to Rate Schedule I-1 of Canadian River Gas Company, 
and ordered a hearing to be held concerning the lawfulness of the proposed 
rates, charges, and classifications, subject to the jurisdiction of the Commis- 
sion, as therein set forth, and by order issued December 22, 1953, amending 
order issued September 28, 1953, the use of such proposed tariff sheets and “No- 
tice of Supersession” was deferred until January 1, 1954, and thereafter until 
such further time as such proposed tariff sheets and “Notice of Supersession” 
might be made effective in the manner prescribed by the Natural Gas Act; and 

Whereas, the proceeding concerning the lawfulness of the proposed rates, 
charges, and classifications subject to the jurisdiction of the Commission has 
not been concluded, and Colorado, pursuant to the provisions of Section 4 (e) 
of the Natural Gas Act, has, on December 28, 1953, filed a motion to make the 
changes in rates effective as of January 1, 1954; and 

Whereas, the Commission, in response to said motion, on January 20, 1954, 
adopted its order making the rates, charges, and classifications set forth in 
said First Revised Sheets Nos. 5, 6a, and 8 to Colorado’s FPC Gas Tariff, 
Original Volume No. 1, Second Revised Sheet No. 2 to Colorado’s FPC Gas 
Tariff, Original Volume No. 2, and the “Notice of Supersession” effective upon 
Colorado filing its written undertaking in the full amount of the refund satis- 
factory to the Commission, and required that Colorado refund any portion of 
the increased rates and charges made effective as of January 1, 1954, found 
by the Commission in Docket No. G—-2260 not justified ; 

Now, therefore, if Colorado shall, in conformity with the terms and condi- 
tions of the order adopted on January 20, 1954, by the Commission in Docket No. 
G—2260, well and truly repay at such times and in such amounts, to the persons 
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entitled thereto, and in such manner as may be required by the final order of 
the Commission in said proceeding, subject to court review thereof, any portion 
of such rates or charges collected by Colorado after January 1, 1954, as such 
final order may find not justified, together with interest thereon at the rate of 
six (6) percent per annum from the date of payment thereof to Colorado until 
refunded, and shall otherwise comply with the provisions of the Natural Gas 
Act relating thereto, then this obligation shall be void, otherwise to remain in 
full force and effect. 

(C) Upon the execution by Colorado of such undertaking and upon approval 
of such undertaking, evidenced by letter addressed to Colorado by the Secretary 
of the Commission, the rates, charges, and classifications set forth in the afore- 
said First Revised Sheets Nos. 5, 6a, and 8 to Colorado’s FPO Gas Tariff, 
Original Volume No. 1, Second Revised Sheet No. 2 to Colorado’s FPC Gas 
Tariff, Original Volume No. 2, and the “Notice of Supersession” shall be effec- 
tive as of January 1, 1954, subject to further orders of the Commission in this 
proceeding. 





















Order disposing of petition for rehearing 






Treatment of Federal Income Taxes as Affected by Accelerated Amortization; 
Cincinnati Gas & Electric Company 







Docket Nos. R-126, E-6495 


January 21, 1954 










The Cities of Covington and Newport, Kentucky, and the Northern Kentucky 
Utility District on Monday, January 4, 1954, filed a petition for rehearing of 
Opinion No. 264, issued December 4, 1953, 12 F. P. C. 369. The petition asks 
that the opinion be vacated, or modified so as to deprive it of any force and 
effect in determining the legality of the increased rates which Cincinnati Gas & 
Electric Company has filed for its sale of energy to Union Light, Heat & Power 
Co. Those rates were suspended in Docket No. E-6495 in which Petitioners are 
interveners but they have since gone into effect subject to the refunding provi- 
sions of Section 205 (e) of the Act. Alternatively, Petitioners ask that a rehear- 
ing on Opinion No. 264 be consolidated with a hearing in the proceeding in 
Docket No. E-6495 for the limited purpose of taking evidence on the issues 
common to both proceedings. 

Petitioners did not appear or make any submittals in the proceeding (Docket 
No. R-126) in which Opinion No. 264 was issued, although notice of proposed 
rule making had been duly given by order issued January 15, 1953, and published 
in the Federal Register. Hence they could not be deemed “parties” to that pro- 
ceeding even if that proceeding could be considered one to which there could be 
a “party” within the meaning of Section 313 (a) of the Act. Even if they had 
been “parties,” that proceeding was not one in which the rehearing and review 
provisions of Section 313 of the Power Act apply (cf. United G. P. Co. v. F. P. C., 
181 F. 2d 796). Furthermore, Petitioners are not, in any event, “aggrieved” 
within the meaning of Section 313 (a) of the Act by Opinion No. 264 because it 
does not constitute a final adjudication of any issue against Petitioners, all of 
the issues in which they are interested being open to them in Docket No. E-6495. 
Hence no application for rehearing is authorized by Section 313 (a) of the Fed- 
eral Power Act or provided for by the Commission’s rules. Accordingly that 
application is hereby dismissed. 
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However, even if any aspect of the petition is considered as properly before us 
for consideration, the petition errs in assuming that Opinion No. 264 is an ad- 
judication of any issue as to the lawfulness of the rates filed by the Cincinnati 
company. That opinion does not adjudicate any issue which may be raised in 
Docket No. E-6495 or foreclose presentation of any contention by Petitioners in 
that proceeding, which they might otherwise advance, on the facts which may 
there be shown. Furthermore, if and to the extent the petition seeks recon- 
sideration of Opinion No. 264, so understood, it advances no arguments or facts 
not heretofore considered. Finally, the requested consolidation of proceedings 
would merely create uncertainty and confusion, and delay the disposition of 
Docket No. E-6495. Accordingly, the petition, if and to the extent that it is 
properly before the Commission, is hereby denied. 

Commissioner Doty concurring. 

Dory, Commissioner, concurring: 

I concur in the order denying rehearing with respect to Opinion No. 264 in 
Docket No. R-126 inasmuch as I believe it correctly interprets the action of the 
majority in that proceeding. 

In addition, I believe the interveners in Docket No. B-6495 are entitled to a de 
novo hearing on the question of whether they shall be required to pay Cincin- 
nati Gas & Electric Company currently large amounts labelled income taxes but 
which amounts Cincinnati will not be required to pay to the Federal Govern- 
ment for a great many years in the future, if at all. 

This concurrence shall in no manner be construed as a departure in any re- 
spect whatsoever from my dissenting opinion in Docket No. R-126 issued under 
date of December 4, 1953. 


Findings and order issuing certificate of public convenience and necessity 
United Natural Gas Co. 
Docket No. G—2230 


January 21, 1954 





















United Natural Gas Company (Applicant), a Pennsylvania corporation with 
its principal place of business at Oil City, Pennsylvania, on August 17, 1953, filed 
an application, and supplements thereto on September 14, and October 26, 1953, 
respectively, for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing the operation of existing facilities, 
subject to the jurisdiction of the Commission, for the sale and delivery of natural 
gas to Prospect Oil and Gas Company (Prospect) for resale in the Borough of 
Chicora, Pennsylvania, and vicinity. 

Pursuant to Commission order and after due notice thereof, a public hearing 
was held in Washington, D. C. on January 11, 1954, respecting the matters in- 
volved, and the issues presented by the application and supplements thereto. 
No protest to the application has been received. 

The record shows that in 1952 Applicant sold Prospect approximately 48,000 
Mcf of natural gas produced in the State of Pennsylvania, but that the quantity 
of locally produced natural gas now available for the requirements of Prospect 
is inadequate. Estimated requirements of Prospect for all classes of service 
are stated to be: 1953, 68,314 Mcf; 1954, 78,620 Mcf; 1955, 78,620 Mcf, of which 
Applicant expects to supply approximately 50,000 Mcf annually. The proposed 
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service will be rendered through existing facilities from interstate sources of 
supply. 

The record further shows Applicant has by letter expressed acceptance of a 
condition to any certificate authorization issued herein providing for participa- 
tion by Prospect in any refund which might result from a determination in a 
rate proceeding involving Applicant at Docket No. G—2084. 

The Commission finds: 

(1) United Natural Gas Company, a Pennsylvania corporation, having its 
principal place of business at Oil City, Pennsylvania, owns and operates a nat- 
ural-gas transmission pipeline system located in the States of Pennsylvania and 
Ohio and by such operations is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of March 30, 1943, in Docket No. G-—328, 3 FPC 959. 

(2) The facilities hereinbefore referred to are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipe 
line system, and the operation thereof is subject to the requirements of subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed operation of the facilities and the service to be rendered 
thereby are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should at- 
tach to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder, and that the time within which the operation of facilities and the 
service authorized by this order shall be commenced should be fixed at four 
months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to operate the facilities hereinbefore re- 
ferred to and render the service proposed, all as more fully described in the 
application in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted there- 
under. 

(C) The time within which the operation of facilities and service hereby 
authorized shall be commenced as provided by paragraph (2) of Section 157.20 
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of the Commission’s Rules of Practice and Procedure is hereby fixed at four 
months from the date on which this order issues. 

(D) Applicant shall make an appropriate refund to Prospect Oil and Gas Com- 
pany which shall be equal on an Mcf basis with such refund, if any, that might 
necrue for the benefit of existing G—1 customers, in accordance with Commission 
order issued December 23, 1953, in Docket No. G-2084. 


Supplemental order authorizing issuance of securities 
Otter Tail Power Co. 
Docket No. E-6539 


January 22, 1954 


By order issued January 20, 1954, 13 F. P. C. 756, the Commission authorized 
the Otter Tail Power Company (Applicant) to issue and sell to its common 
stockholders $2,500,000, principal amount, of its 444% convertible debentures; 
to enter into an underwriting agreement with Blyth & Company, Inc. for the 
purchase of all debentures not subscribed for by Applicant’s stockholders 
pursuant to their preemptive rights; and to issue 125,000 shares of its common 
stock for conversion of the debentures, subject, however, to the provisions, 
among others, set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of the Convertible Debentures, 
referred to above, shall not be consummated until: 

(i) Applicant shall have amended its application in the manner provided 
by Section 34.9 of the Commission’s Rules with respect to the filing with 
the Commission of a verified copy of the underwriting agreement as 
executed. 

(ii) The Commission shall have approved the price per share at which 
the Convertible Debentures shall be convertible into Common Stock of 
Applicant, the division as between Applicant and the underwriter of the 
premium at which the Debentures may be resold, and the fees to be paid 
to the underwriter. 

Applicant, on January 21, 1954, filed an amendment pursuant to the Com- 
mission’s order issued January 20, 1954, indicating that the following prices 
per share have been fixed as the prices at which the 444% convertible 
debentures shall be convertible into Applicant’s Common Stock: 

During the calendar years 1955-1956, inclusive__....._.__.__-________-___- $22. 50 
During the calendar years 1957-1959, inclusive 25. 00 
During the calendar years 1960-1963, inclusive__...-._..........-______ 26. 50 


The amendment further provides that the underwriter, Blyth & Co., Inc. will 
pay to the Applicant an amount equal to 50% of the net premium at which the 
unsubscribed debentures may be sold and that the underwriter’s direct fees 


will be limited to a maximum of $7,000, representing fees to be paid counsel 
for the underwriter. 


The Commission finds: 


(1) The applicant has satisfactorily complied with the requirements of 
paragraph (B) of the Commission’s order issued January 20, 1954, referred 
to above. 

(2) The conversion price, the proposed division of the premium which the 


Debentures may command upon resale, and the fees to be paid to counsel for 
the underwriter, are reasonable. 
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(3) The proposed issuance of convertible debentures and of common stock, 
as hereinafter authorized and approved, will be for a lawful object, within 
the corporate purposes of the Applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance 
by the Applicant of service as a public utility and which will not impair its 
ability to perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The terms under which the debentures shall be convertible, the division 
of the premium and the fees to be paid to underwriter’s counsel, all as described 
above, are approved as reasonable. 

(B) The proposed issuance and sale of convertible debentures and the 
issuance of common stock upon the terms and conditions, and for the purposes 
specified in the application as supplemented by the amendment referred to 
above, be and the same hereby are authorized, subject only to the provisions 
of paragraph (D), (E) and (F) of the Commission’s order issued January 20, 
1954 in this matter. 

Commissioners Draper and Doty not participating. 


Order approving revised exhibits and adjusting annual charges 
The Washington Water Power Co. 
Project No. 2058 


January 25, 1954 


In compliance with paragraph (C) (3) of the Commission’s January 9, 1951, 
order issuing license to The Washington Water Power Company for Project 
No. 2058, 10 F. P. C. 657, the licensee on June 9 and 13, 1952, filed Exhibits F and 
K and a tabulation of field notes as part of Exhibit K showing the project area 
and project boundary of the project, known as the Cabinet Gorge development. 
After staff review, the exhibits were returned to the licensee for revisions. 
Corrected Exhibits F and K along with supplemental field notes were filed by 
the licensee on June 5 and 8, 1953. 

Approval of Exhibit K would cause a reduction in the area of Government 
lands occupied by the project from 1285.81 acres to 367.409 acres with a conse- 
quent adjustment in the annual charges specified in paragraph (C) (7) (ii) of 
the license. 

Approval of Exhibit K would cause also the superseding of that portion of 
Bxhibit J (FPC No. 2058-2) which shows the project boundary. 

In view of these necessary changes in the license and other minor changes, in- 
cluding Commission approval by order of May 6, 1952, of the Exhibit K maps 
showing the transmission line from Cabinet to Spokane, Washington, which 
should be shown in the license, it would seem desirable to rewrite paragraph (a) 
of the license as hereinafter provided. 

The Commission finds: 

(1) Exhibit K (FPC No. 2058-31 to -41, inclusive), including as part thereof 
42 pages of field notes, conform with the Commission’s rules and regulations and 
should be approved as part of the license for Project No. 2058, and the superseded 
part of Exhibit J (FPC No. 2058-2) showing the project boundary, now part of 
the license should be eliminated therefrom. 
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(2) The annual charge hereinafter imposed under paragraph (C) (7) (ii) of 
the license for the purpose of recompensing the United States for the use, oc- 
ceupancy, and enjoyment of its lands, exclusive of those used for transmission 
line rights-of-way, is reasonable. 

The Commission orders: 

(A) Exhibit K described in finding (1) above as conforming with the Com- 
mission’s rules and regulations is hereby approved as part of the license for 
Project No. 2058, and that part of Exhibit J (FPC No. 2058-2) described in the 
same finding as being superseded is hereby eliminated from the license. 

(B) The annual charge specified in paragraph (C) (7) (ii) of the license for 
the project is hereby reduced from $2,571.62 to $734.82, so that the said para- 
graph shall read as follows: 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of those used for transmission line rights- 
of-way, $734.82; and 

(C) Paragraph (a) of the license for the project as modified by Commission 
order of May 6, 1952 is hereby revised to read as follows: 

(a) All lands constituting the project area and inclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the Licensee or by the United States; 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the applications for license or 
amendment thereof and which are designated and described as follows: 

BPerhibit J: (FPC No. 2058-2) General map of project except for the project 
boundary shown thereon; 

Ecvhibit K: (FPC Nos. 2058-11 to -16, inclusive) Maps in six sheets showing 
230-kv Transmission Line Cabinet-Spokane ; 

Erhibit K: (FPC Nos. 2058-31 to -40, inclusive) Maps in 10 sheets showing 
project area and project boundary ; and 

Erhibit K: (Supplemental) Field notes of distances, bearings and station 
coordinates of project boundary consisting of 35 pages filed June 9, 1952 and 
seven pages of corrections and additions filed June 8, 1953. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Order approving project exhibits and project changes 










Niagara Mohawk Power Corp. 
Project No. 2084 


January 25, 1954 





In compliance with Article 20 of its license for Project No. 2084, and other- 
wise, Niagara Mohawk Power Corporation, licensee, filed on July 29, 1953, 
September 3, 1953, and November 9, 1953, Exhibit L drawings and revised 
Exhibit J and K drawings, and revised Exhibit M, for Commission approval. 
The revised Exhibit K drawings show changes in the project boundary made 
necessary by changes in the Blake and Rainbow Falls developments, while the 
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revised Exhibit M shows the proposed change in the installed capacity of each 
of the five developments of the project amounting to a total for the five develop- 
ments of 135,000 horsepower, as compared with the total of 128,000 horsepower 
now specified in Article 23 of the license. 

The Commission finds: 

(1) The following-described exhibits conform to the Commission’s rules and 
regulations : 

Exhibit J, Sheet 1A (FPC No. 2084-27) ; 

Exhibit K, Sheets Nos. 3A, 4A, 5A, 6A, 8A, and 9A (FPC Nos. 2084-28 
through -33) ; 

Exhibit L, Sheets Nos. 1A, 4A, 5A, 6A, and 7A (FPC Nos. 2084-34 through 
~38); and 

Dxhibit M filed November 9, 1953. 

(2) The following-described superseded exhibits should be excluded from the 
license: 

Exhibit J, Sheet 1 (HPC No. 2084-1) ; 

Exhibit K, Sheets Nos. 3 through 9 (FPC Nos. 2084-4 through -10) ; 

Exhibit L, Sheet 1 (RPC No. 2084-12) ; and 

Exhibit M, four typewritten sheets signed on May 14, 1951. 

(3) Paragraphs (a), (b) and (c) and Article 23 of the license should re- 
flect the changes shown by the exhibits described in finding (1) above, as here- 
inafter provided. 

The Commission orders: 

(A) The exhibits described in finding (1) above are hereby approved as part 
of the license for Project No. 2084, and the exhibits described in finding (2) 
above are hereby excluded from the license. 

(B) Paragraphs (a), (b) and (c) of the license are hereby revised to read 
as follows: 

The proposed project would consist of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interests therein are owned or held by the applicant or by the United States, 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license or 
application for amendment of license and which are designated and described as 
follows: 

Evhibit J: Sheet No. 1A (FPC No. 2084-27) general location map. 

Exhibit K: Sheets Nos. 1 and 2 (FPC Nos. 2084-2 and -3), Sheets 3A, 4A, 
5A, 6A, 8A, and 9A (FPC No. 2084-28 through -33), and Sheet No. 10 (FPC No. 
2084-11) project boundary maps. 

(b) All project works consisting principally of : 

Stark Development. A dam about 35 feet high with a concrete overflow sec- 
tion and a control gate section flanked by earth dikes; a reservoir about 1.5 
miles long with normal water-surface at elevation 1,355 feet (U. 8S. G. S. datum) 
and backing water up to the Carry Falls dam of Project No. 2060; an intake; 
a tunnel about 2,100 feet long; a surge tank; a penstock; a powerhouse contain- 
ing a 22,500-kilowatt generating unit ; and a substation. 

Blake Falls Development. A concrete gravity dam about 48 feet high with 
overflow spillway section, flanked on each side by an earth dike; a reservoir 

about 4 miles long with normal water surface at elevation 1,250 feet (U. S. G. S. 
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datum) and backing water up to the Stark powerhouse; a short canal to a small 
forebay formed by an earth dam; a short penstock; a powerhouse containing a 
14,400-kilowatt generating unit ; and a substation. 

Rainbow Falls Development. A concrete gravity dam about 80 feet high with 
overflow section and flanked on each side by an earth dike; a reservoir about 4 
miles long with normal water surface at elevation 1181 feet (U. 8S. G. S. datum) 
and backing water up to the Blake Falls powerhouse; an intake; a penstock; 
a powerhouse containing a 22,500-kilowatt generating unit; and a substation. 

Five Falls Development. A concrete gravity dam about 50 feet high with 
overflow section and flanked on each end by an earth dike; a pond about 1 mile 
long with normal water surface at elevation 1,077 feet (U. S. G. S. datum) and 
backing water up to the Rainbow Falls powerhouse; an intake; a pipe line 
about 1,200 feet long; a surge tank; a powerhouse containing a 22,500-kilowatt 
generating unit ; and a substation. 

South Colton Development. A concrete gravity overflow dam about 45 feet 
high with earth abutments and concrete intake; a reservoir about 1.5 miles 
long with normal water surface at elevation 973 feet (U. S. G. S. datum) and 
backing water up to the tailrace of Five Falls powerhouse; a pipe line about 
1,300 feet long; a surge tank; a penstock; a powerhouse containing a 19,350- 
kilowatt generating unit; and a transmission line connecting the substations of 
the five developments to the Licensee’s power system at Colton. 


the location, nature, and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which also formed part of the application for license or application for 
amendment of license and which are designated and described as follows: 

Echibit L: Sheet No. 1A (FPC No. 2084-34) general plan and profile; Sheets 
Nos. 2 and 3 (FPC No. 2084-13, and —14) Stark Development; Sheets Nos. 4A and 
5A (FPC Nos. 2084-35, and -36) Blake Falls Development; Sheets Nos. 6A and 
7A (FPC Nos. 2084-37, and -38) Rainbow Falls Development; Sheets Nos. 8 and 
9 (FPC Nos. 2084-19 and -20) Five Falls Development; Sheets Nos. 10 and 11 
(FPC Nos. 2084-21 and -—22) South Colton Development; Sheet No. 12 (FPC 
No. 2084-23) typical plan and sections powerhouse, pipeline, and surge tank. 

Exhibit M: Three typewritten sheets of general descriptions and general 
specifications of mechanical, electrical and transmission equipment and their 
appurtenances, filed November 9, 1953. 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the construction, operation, and maintenance of the project and located in the 
project area, including such portable property as may be used or useful in con- 
nection with the project whether located on or off the project area, if and to the 
extent that the inclusion of such property as a part of the project is approved or 
acquiesed in by the Commission; also all riparian and other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

(C) The horsepower capacity now specified in sub-paragraph (i) of Article 23 
of the license for annual charge purpose is hereby adjusted as follows: 

Article 23. (1) For the purpose of reimbursing the United States for the costs 
of administration of Part I of the Act, one (1) cent per horsepower on the au- 
thorized installed capacity (135,000 horsepower) plus two and one-half (2%) 
cents per 1,000 kilowatt-hours of gross energy generated by the project during 
the calendar year for which the charge is made. 


FEDERAL POWER COMMISSION 


Order denying motion to modify suspension of proposed tariff 
Tennessee Gas Transmission Co. 
Docket No. G-2252 
January 27, 1954 


On January 11, 1954, Tennessee Gas Transmission Company (Tennessee) filed 
a motion requesting paragraph (D) of our order issued September 24, 1953, and 
paragraph (C) of our order issued November 13, 1953, in the above-titled pro- 
ceeding, be modified to provide that the use of the rates suspended be deferred 
only until January 12, 1954. In substance, Tennessee is requesting that our order 
suspending its proposed rate increase of approximately $6,510,000 for a period 
of 5 months or until March 1, 1954, be modified to allow such rates to become 
effective January 12, 1954, subject to a requirement that Tennessee refund to 
its customers the difference between the amount collected under such rates and 
any lower rates which the Commission might determine to be just and reasonable. 

In support of its motion, Tennessee alleges that effective January 1, 1954, it 
will incur an annual increase in the price of gas under contracts with producers 
of approximately $3,600,000. Tennessee also avers that its annual cost of labor 
and related employees welfare and pension expenses has increased by approx- 
imately $2,000,000 as of January 1, 1954, and that the balance of the total increase 
claimed of approximately $900,000 is in effect. Tennessee also alleges that the 
grounds for the granting of the shortened suspension period are substantially 
identical to those upon which we relied in issuing, on December 22, 1953, our 
order in the matter of Colorado Interstate Gas Company, Docket No. G—2260. 

We have examined the matters to which Tennessee has called our attention and 
the facts upon which we relied with respect to its cost of service and we have 
re-examined the facts which were before us at the time we issued our order 
relating to Colorado Interstate Gas Company (Colorado). We cannot agree with 
Tennessee that the grounds upon which it relies are substantially identical to 
those upon which we relied in the Colorado Interstate case. Although not dis- 
closed by our order of December 22, 1953, in that docket, we had before us 
information which supported Colorado’s claim that during the months of January 
and February 1954 Colorado would sustain operating losses under the rates in 
effect during those months. In other words, the impact of the increased field 
price of gas which Colorado would sustain, beginning January 1, 1954, was so 
great as in all likelihood to create an operating deficit for the 2 months. 

No similar situation exists with respect to Tennessee which reported operating 
income for the 12 months ending November 30, 1953 of $28,800,000. Although it 
may be that Tennessee during the period January 12 to March 1 will, upon the 
basis of its actual experience, fail to earn what on an annual basis would be 
a fair return, its financial situation is not so serious as would, in our opinion, 
justify a modification of the suspension period. As we pointed out in our order 
of July 23, 1953, In the Matter of Northern Natural Gas Company, Docket No. 
G-2217: 


The purpose of the suspension power is to give the Commission time to 
investigate the reasonableness of the proposed increase before consumers 
are called upon to pay increased rates, even under bond and subject to 
refund, without violating constitutional prohibitions against confiscation of 
property. Congress believed that five months was a reasonable period for 
that purpose and it has been held to be consistent with the constitutional 
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prohibition referred to. Hope Natural Gas Co. vs. F. P. C. (C. A. 4, 1952), 196 
F. 2d 803, 808-809. 


Furthermore, shortening the suspension period at this time would create a 
chain reaction among numerous customer companies and present a difficult admin- 
istrative problem which, in our opinion, can be avoided without working undue 
hardship on Tennessee. 


The Commission further finds: 
Good cause does not exist to shorten the period of suspension of Tennessee’s 
proposed tariff and to allow such tariff to be put into effect under bond prior to 


March 1, 1954, as heretofore ordered in our orders of September 24, 1953, and 
November 13, 1953. 


The Commission orders: 
Tennessee’s motion to modify the Commission’s orders of September 24, 1953, 
and November 13, 1953, and to be allowed to make effective proposed increased 
rates under bond as of January 12, 1954, be and it hereby is, denied. 


Order approving proposed settlement and requiring tariff revisions to be 
filed and fixing date for further hearing 


Northern Natural Gas Co. 
Docket No. G—2217 


January 28, 1954 






This is a rate proceeding arising from rate increases filed by Northern Nat- 
ural Gas Company (Northern). The record herein has been certified to us for 
approval of a proposed settlement, as stated on the record by Commission Staff 
Counsel in open hearing and agreed to by all parties to the proceeding. Upon 
consideration of the record, we approve the terms of the proposed settlement, 
permitting the agreed-upon rate increases to become effective subject to the 
terms and conditions, agreed to by the parties, as hereinafter set forth. 

On June 26, 1953, Northern filed with the Commission proposed Fourth Re- 
vised Sheets Nos. 5, 12, and 13 to its FPC Gas Tariff, First Revised Volume 
No. 2, and requested that such revised sheets become effective on July 27, 1953. 
Northern also filed for “information” purposes Fourth Revised Sheet No. 14 
to its FPC Gas Tariff, First Revised Volume No. 2, which it proposed to make 
effective as of August 27, 1953. By said Fourth Revised Sheets Northern pro- 
posed to increase its rates and charges for sales of natural gas approximately 
$13,485,500 per year, based on estimated sales for the year 1954. 

Said Fourth Revised Sheet No. 5 is Northern’s proposed Rate Schedule CD-1 
for “Town Border Natural Gas Delivery” on a contract demand basis; Fourth 
Revised Sheet No. 12 is proposed Rate Schedule G-1 for “Town Border Natural 
Gas Delivery” on other than a contract demand basis; Fourth Revised Sheet 
No. 13 is proposed Rate Schedule IND-1 for “Large Volume Industrial Sales 
for Resale”; and Fourth Revised Sheet No. 14 is proposed Rate Schedule IND-2 
for “Large Volume Industrial Sales for Use and Not For Resale.” 

Fourth Revised Sheets Nos. 5, 12, 13, and 14 were filed to supersede North- 
ern’s Third Revised Sheets Nos. 5, 12, 13, and 14, which have been in effect since 
November 27, 1952, by virtue of orders of the United States Court of Appeals 
for the HRighth Circuit entered December 18, 1952, and September 15, 1953, in 
State Corporation Commission v. F. P. C., No. 14,704, and Northern Natural Gas 
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Co. v. F. P. C., Nos. 14,706, 14,783, 14,7438,, staying, subject to the terms and 
conditions therein stated, this Commission’s Opinions Nos. 228, 11 F. P. C. 123, 
and 228-A, 11 F. P. C. 375, and accompanying orders issued June 11, 1952, and 
September 26, 1952, respectively, and Opinion No. 233 and order issued July 30, 
1952, 11 F. P. C. 278. 

By order issued July 24, 1953, pursuant to authority contained in Section 4 
of the Natural Gas Act, the Commission, upon its own motion, among other 
things, suspended said Fourth Revised Sheets and deferred the use of Fourth 
Revised Sheets Nos. 5, 12, and 13 until December 27, 1953, and of Fourth Revised 
Sheet No. 14 until January 27, 1954, unless otherwise ordered by the Commission, 
and until such further time thereafter as said Fourth Revised Sheets may be 
made effective in the manner prescribed by the Act. 

Pursuant to Commission order, hearings herein were held on October 26, 27, 
and 28, 1953, at which Northern presented evidence purporting to support its 
proposed increased rates and charges. Following a recess, the hearings were re- 
convened on January 18, 1954. Immediately upon such reconvening, pursuant 
to motion of Staff Council and with concurrence of all parties to the proceed- 
ings, the hearing was recessed from day to day to permit the parties, including 
the Staff, to confer respecting the possibility of agreement on or simplification 
of the issues in the proceeding.’ 

On January 21, 1954, final agreement was reached by the parties to the pro- 
ceeding respecting all matters involved and issues presented in this proceeding, 
excepting the single issue respecting service zones and differentials in rates in 
areas served by Northern as presented by petitions for leave to intervene herein 
filed by Council Bluffs Gas Company and Central Electric & Gas Company. 
Among items included in the agreement are the rate increases to which Northern 
is entitled, the rates and schedules to be observed by Northern, and the terms 
apd conditions under which the settlement is acceptable to the parties. 

The Commission’s Staff computed a net investment rate base of $226,197,315 
for the year 1954, including an allowance of $1,296,565 for cash working capital 
computed in recognition of the availability of accruals for Federal taxes on in- 
come. Allowing a 6 percent return upon this rate base, the Staff developed a 
total cost of service of $91,979,330 for the year ending December 31, 1954. Of 
this total, $73,625,545 was allocated by the Staff to jurisdictional sales. This 
cost of service estimate was presented to all parties to this proceeding in the 
conference and an agreement was reached that rates which would yield revenues 
of $73,083,254 from Northern’s sales in interstate commerce for resale, based 
upon estimated operations for the year 1954, would be fair and reasonable 
and acceptable to all parties.” 

It was agreed that Northern will, as soon as possible, file revised rate schedules 
to be made effective by Commission order as of 8:00 a. m., December 27, 1953, 
thereby superseding the proposed Fourth Revised Sheets Nos. 5, 12, 13, and 14, 
as filed on June 26, 1953; and Northern shall file such other revised tariff sheets 
as may be necessary to conform its FPC Gas Tariff to the provisions of the 
order accompanying the aforementioned Opinion No. 228, with particular refer- 
ence to Appendix A attached thereto and made a part thereof, excepting only 
the level of rates. 


1 By letter dated December 28, 1953, Staff Counsel had advised each of the parties to 
this proceeding of the intention to move for a recess of the hearing to permit conferring 
for this purpose. 

2 Computed on Northern’s and utilities’ estimates of total annual sales of 234,588,200 
Mcef for the year ending December 26, 1954, and 9,541,453 Mcf of billing demand units, 
based upon an 80 percent ratchet of contract demand. 
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The rate levels of Northern to be embodied in the schedules to be filed, as 
agreed upon by all parties, are as follows: 








Rate | Commod- 
Type of service schedule | Demand charge ity charge 
per Mef 
| Cents 
CORN GRRE 5 ccsiicniddeceiinicie: CD-1 $2.21 per month per Mef of Billing 22.1 
| Demand based on an 80% ratchet. 
Interruptible over-run.................- R-1 | ‘istibadnatanaasiess Lacan oaeonae 24.1 


These rates would produce an estimated increase of $6,006,254 in revenues 
from Northern’s jurisdictional sales over the estimated revenues which would 
be produced under the rates in effect on December 26, 1953. 

Northern agreed that the revised rate schedules to be filed pursuant to the 
agreement and this order to be effective on and after December 27, 1953 shall 
continue in effect through December 26, 1954, at least, unless prior to December 
27, 1954, the price payable by Northern, or its subsidiaries, Permian Basin Pipe- 
line Company (Permian) and Independent Natural Gas Company (Independent), 
to present suppliers of natural gas shall be increased by proper order of the 
Corporation Commission of Oklahoma, the State Corporation Commission of 
Kansas, or other State authority having comparable jurisdiction. In such event 
it is agreed that Northern may file with the Federal Power Commission in ac- 
cordance with Section 154.63 of the Commission’s General Rules and Regulations 
proposed revised schedules containing increased rates designed solely to provide 
increased revenues during the test period ending December 26, 1954, sufficient 
only to off-set the reasonably estimated additional cost of gas purchased during 
that period and to be effective prior to December 27, 1954. It was also agreed 
that if a filing is made by Northern pursuant to and in accordance with this 
part of the agreement, no party to these proceedings will interpose any ob- 
jection to such filing. 

It was further agreed by all parties in the proceedings : 

(a) That, in the event that the average effective Federal income tax rate 
payable is less than 52 percent for the year 1954, which was the rate used for 
computing this tax in the cost of service agreed upon, Northern will forthwith: 
(1) file revised schedules covering its Contract Demand (CD-1) and Interruptible 
Over-Run (R-1) Service, subject to the jurisdiction of the Commission, which 
revised schedules will reflect the decrease in Federal income taxes computed by 
reason of a change in the tax rate of 52 percent used in this settlement; and (2) 
refund to those entitled thereto monies representing the difference between Fed- 
eral income tax computed at 52 percent on revenues received under the rates 
specified to be filed pursuant to this settlement, subject to the jurisdiction of the 
Commission, and the Federal income tax recomputed on such revenues, for the 
period commencing December 27, 1953, and ending on the effective date of the 
revised schedules filed pursuant to this part of the agreement. Such decrease 
attributable to utility customers shall be apportioned between said two rate 
schedules and said refunds shall be distributed pro rata among the utility cus- 
tomers according to the revenues contributed by them during the period covered 
by such refunds. 

(b) That the rates to be made effective as of December 27, 1953, pursuant to 
the agreement have been computed on the basis of the so-called Texas Gathering 
Tax in the amount of 4% mills per Mcf of gas purchased by Northern, or its 
subsidiaries Permian and Independent, in the State of Texas. That, if said 
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tax, which is presently the subject of litigation, is held to be invalid by the final 
judgment of a court of competent jurisdiction, Northern, upon receipt of any re- 
funds of such tax which have been paid by Northern, or its subsidiaries Permian 
and Independent, on gas purchased on and after December 27, 1953, and later sold 
in interstate commerce to Northern’s customers for resale, will distribute the 
amounts refunded in respect to such gas among said customers, without addi- 
tional cost or liability to Northern. It is agreed that such distribution shall be 
in proportion to the total volume of gas purchased from Northern during the 
period from and after December 27, 1953. 

That, if such tax be invalidated, then in reference to its sales of natural gas 
subject to the jurisdiction of the Federal Power Commission, Northern will, 
within ninety (90) days from the date of such invalidation file a reduction in 
its Rate Schedules CD-1 and R-1 equal to the saving resulting from such inval- 
idation, subject to such sales, such reduction to be retroactively effective to the 
date of such invalidation: Provided, however, That in the event that prior to 
December 27, 1954, the Texas Legislature should pass a new Texas Gathering or 
similar tax, Northern will not be required to make such filing, and, if Northern 
has made such filing, no party will object to Northern’s being permitted to with- 
draw the reduced filing, or to a new filing offsetting such reduced filing. 

(c) That there is included in Northern’s agreed over-all cost of service of 
$88,584,957 an amount of $37,826,207 for the cost of gas to be purchased during 
the twelve-month test period ending December 31, 1954. That in the event 
subsequent action by this Commission results in refunds to Northern of any 
portion of monies paid by Northern, or its subsidiaries, to their suppliers of 
natural gas under the terms of existing contracts, or because of orders of the 
Corporation Commission of Oklahoma and the State Corporation Commission of 
Kansas, or other State authority having comparable jurisdiction, such refunds 
accruing to Northern, or its subsidiaries, related to volumes purchased for resale 
to utility customers shall be distributed among Northern’s utility customers, with- 
out additional cost or liability to Northern. It is also agreed that such distribu- 
tion shall be in proportion to the total volume of gas purchased from Northern 
during the period from and after December 27, 1953. 

It was further agreed by all parties that the proposed settlement, if accepted 
by the Commission, would dispose of all matters involved and issues presented in 
this proceeding, excepting the single issue respecting zones of service and dif- 
ferentials in rates between zones; that further hearings herein respecting such 
issue should be had at the earliest practicable date and the cost of service here- 
inbefore set forth and agreed upon for the purposes of this settlement shall be 
used to the extent that cost of service is involved. 

Furthermore, it was agreed that the decision of the Commission respecting 
such issue of service zones and rate differentials, if it requires a change in the 
revised rate schedules filed pursuant to this agreement, shall not be made ef- 
fective prior to December 27, 1954, nor result in revenues less than the agreed 
cost of service. It is also agreed that, if so required by decision of the Commis- 
sion on further hearings herein, Northern shall incorporate in any revised rate 
schedules filed to become effective on or after December 27, 1954, the methods and 
principles found by the Commission, subject to judicial review, to be proper as 
to zones and rate differentials, with due regard to the recovery of reasonable 
cost of service. 

On December 28, 1953, Northern filed a motion, pursuant to Section 4 (e) of 
the Act, to effectuate, as of December 27, 1953, those changes in rates, charges, 
classifications and services proposed in the aforesaid Fourth Revised Sheets 
Nos. 5, 12 and 13, or, in lieu thereof, to effectuate as of December 27, 1953, Fourth 














ORDERS 777 


Revised Sheet No. 5 and Substitute Fourth Revised Sheets Nos. 12 and 13. The 
two last-mentioned substitute sheets were initially filed with said motion and 
are proposed to be made effective in accordance with Section 154.66 of the Com- 
mission’s General Rules and Regulations. 

On October 26, 1953, in the course of hearings herein, the participating inter- 
veners moved the Commission to dismiss Northern’s proposed rate increases. On 
December 8, 1953, Staff Counsel filed a Motion for an Interim Order Fixing 
Maximum Rates. 

Since the Commission has not acted on any of said motions, the parties hereto 
have agreed that action thereon is neither required nor desired if the proposed 
settlement is accepted by the Commission. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appro- 
priate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter provided and 
ordered. 

(2) In the event that the average effective Federal income tax payable by 
Northern is less than 52 percent for the year 1954, Northern should forthwith: 

(a) File revised schedules covering its Contract Demand (CD-1) and In- 
terruptible Over-Run (R-1) Service, subject to the jurisdiction of the Commis- 
sion, which revised schedules shall reflect the decrease in Federal income taxes 
computed by reason of a change in the tax rate of 52 percent used in this settle- 
ment; and 

(b) refund to those entitled thereto monies representing the difference between 
Federal income tax computed at 52 percent on revenues received under the rates 
hereinafter ordered, subject to the jurisdiction of the Commission, and the Fed- 
eral income tax recomputed on such revenues, for the period commencing De- 
cember 27, 1953, and ending on the effective date of the revised schedules filed 
pursuant to subparagraph (a) above. Such decrease attributable to utility cus- 
tomers shall be equitably apportioned between said two rate schedules and said 
refunds shall be distributed pro rata among the utility customers according to 
the revenues contributed by them during the period covered by such refunds. 

(3) If the so-called Texas gathering tax is held invalid by the final judgment 
of a court of competent jurisdiction, Northern, upon receipt of any refunds 
of such tax which have been paid by Northern, or its subsidiaries, Permian 
and Independent, on gas purchased on and after December 27, 1953, and 
later sold in interstate commerce to Northern’s customers for resale, should 
distribute the amounts refunded in respect to such gas among said customers, 
without additional cost or liability to Northern. Such distribution shall be 
in proportion to the total volume of gas purchased from Northern during the 
period from and after December 27, 1953. Further, if such tax be invalidated, 
Northern should, in reference to its sales of natural gas subject to the jurisdiction 
of the Commission, within ninety (90) days from the date of such invalidation, 
file a reduction in its Rate Schedules CD-1 and R-1 equal to the saving resulting 
from such invalidation, subject to such sales, such reduction to be retroactively 
effective to the date of such invalidation: Provided, however, that in the 
event that prior to December 27, 1954, the Texas legislature should pass a 
new Texas Gathering or similar tax, Northern should not be required to make 
such filing. 

(4) In the event subsequent action by this Commission results in refunds 
to Northern of any monies paid by Northern, or its subsidiaries, to their 
suppliers of natural gas under the terms of existing contracts, or because of 
orders of the Corporation Commission of Oklahoma and the State Corporation 
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Commission of Kansas, or other State authority having comparable jurisdiction, 
such refunds accruing to Northern, or its subsidiaries, related to volumes pur- 
chased for resale to utility customers, should be distributed among Northern’s 
utility customers, without additional cost or liability to Northern. Such 
distribution to be in proportion to the total volume of gas purchased from 
Northern during the period from and after December 27, 1953. 

(5) It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act that all the issues in these proceedings, excepting the 
single issue respecting service zones and differentials in rates in areas served 
by Northern, be disposed of at this time, and that such remaining issue be 
and the same is hereby reserved for disposition by further order of the 
Commission. All parties, including Staff Counsel, have concurred in the 
waiver and omission of the intermediate decision procedure. 

The Commission orders: 

(A) Northern shall, within ten (10) days after the date of issuance of this 
order, file revised rate schedules, in a form satisfactory to the Commission, 
superseding the aforementioned Fourth Revised Sheets Nos. 5, 12, 13, and 14 
to its FPC Gas Tariff, First Revised Volume No. 2, and Northern shall also 
file such other revised tariff sheets, in a form satisfactory to the Commission, 
as may be necessary to conform Northern’s said FPC Gas Tariff to the pro- 
visions and requirements of the order accompanying the aforesaid Opinion 
No. 228, with particular reference to Appendix A attached thereto and made 
a part thereof, excepting only the level of rates. Rate Schedule CD-1 for 
Contract Demand Service to be filed pursuant hereto shall contain a rate 
consisting of a demand charge of $2.21 per month per Mef of billing demand 
based upon an 80 per cent ratchet of contract demand and a commodity charge 
of 22.1 cents per Mcf of gas delivered. Rate Schedule R-1 for Interruptible 
Over-Run Service shall contain a rate of 24.1 cents per Mcf of gas delivered. 

(B) The revised tariff sheets to be filed pursuant to Paragraph (A) above 
shall be subject to the conditions described in Findings numbered (2) through 
(4) hereinbefore. 

(C) Northern, over the signature of a responsible officer, shall file with 
the Commission within seven (7) days from the date of the issuance of this 
order, in writing and under oath, an original and four conformed copies of its 
acceptance of the terms and conditions of this order. 

(D) The record in this proceeding shall remain open for further hearings 
to be held commencing on March 22, 1954, at 10:00 a. m. (EST) in a hearing 
room of the Federal Power Commission, 441 G Street, N. W., Washington, D. C., 
respecting the single remaining issue concerning service zones and differentials 
in rates in areas served by Northern. 

(E) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending or hereafter instituted against Northern. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2279 


January 28, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at El Paso, Texas, filed an application on October 
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15, 1958, and supplement thereto on November 19, 1953, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of the following natural gas 
pipeline facilities: ° 

A 30-inch O.D. pipeline approximately 3 miles in length extending from 
Applicant’s existing Yuma metering station located in Yuma County, Arizona, 
in an easterly and southeasterly direction, paralleling Applicant’s existing 5-inch 
O.D. Yuma transmission pipeline, to a point of termination in said county, 
together with appurtenant facilities, and a 150-horsepower compressor station 
with appurtenant standard equipment for the operation thereof, to be located 
near the south end of Applicant’s existing 5-inch Yuma pipeline. 

Temporary authorization to construct and operate the proposed facilities 
was granted by the Commission on December 4, 1953. 

Applicant’s proposed 30-inch pipeline will be used as a storage facility and 
the 150-horsepower compressor unit will be utilized for filling such facility during 
periods of low demand. 

The proposed facilities will be operated in conjunction with Applicant’s exist- 
ing facilities for the purpose of making additional deliveries of natural gas to 
the Arizona Public Service Company and distribution and resale by said com- 
pany to residents and other users of natural gas within and near the town of 
Yuma, Arizona. Such increased deliveries will be made primarily to meet the 
high hourly peak requirements during the period of from 4 to 5 months, from 
November through March of each year, and will enable Applicant to meet the 
peak day demands it anticipates will be made upon its system by the afore- 
mentioned company in relation to natural-gas service to the customers of said 
company in and about the town of Yuma. 

The estimated cost of the proposed facilities is $303,015, which Applicant 
proposes to finance out of its current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 25, 1954, with respect to the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Naural Gas Company, a Delaware corporation, having its prin- 
ciple place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and in the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued January 11, 1944 in Docket 
No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32(b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forwith to render its 
final decision in the instant proceeding. 
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(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity-require that the general terms and 
conditions set forth in paragraphs (1), (2), (3)(i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certif- 
icate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities auhorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cation in this proceeding, for the transportation and sale for resale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3)(i), (8) (iii), (3) (iv), (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2317 


January, 28, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, on November 18, 1953, filed an 
application with the Federal Power Commission for a certificate of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, au- 
thorizing the construction and operation of approximately 6.5 miles of 2%- 
inch pipeline in Yuma County, Arizona, extending from Applicant’s existing 
30-inch pipeline in said county 1.7 miles to Wenden, and thence 4.8 miles to 
Salome, Arizona, together with metering and regulating equipment. 

The proposed facilities will enable Applicant to deliver natural gas to the 
Arizona Public Service Company for resale in the communities of Wenden 
and Salome, Arizona. The third year requirements of the aforementioned com- 
munities are: Wenden, 5,677 Mcf annually and 45 Mcf on a maximum day, and 
Salome, 14,314 Mef annually and 114 Mcf on a maximum day. 

The estimated cost of the proposed facilities is $56,672, and the financing in 
connection therewith is to be out of Applicant’s funds on hand. 
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Applicant proposes to make the sales herein authorized either under its Rate 
Schedule A-1 or its Rate Schedule B-1. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 20, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its 
principal place of business at El Paso, Texas, is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944 order in Docket No. G-—288, 
4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant's existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Nat- 
ural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32(b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certifi- 
cate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale for resale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) Applicant shall initially render the service herein authorized under its 
presently effective Rate Schedules A-1 or B-1 as proposed, or any effective 
superseding rate schedule. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
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Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 4 months from the date on which this order issues. 

(E) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, con- 
tract or practice affecting such rate, charge, or classification; and nothing 
herein shall constitute an acquiescence by the Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted. 


Order authorizing issuance of ‘securities 
Black Hills Power and Light Co. 
Docket No. E-6538 


January 28, 1954 





Black Hills Power and Light Company (Applicant), a corporation organized 
and existing under the laws of the State of South Dakota, doing business in 
South Dakota and Wyoming, and having its principal business office at Rapid 
City, South Dakota, filed its application on December 21, 1953, with amend- 
ment thereto on January 20, 1954, for an order pursuant to Section 204 of the 
Federal Power Act, authorizing the issuance and sale of 14,100 shares of its $1 
par value common stock. 

The 14,100 shares of common stock are proposed to be offered at the price of 
$19.50 per share to the present common stockholders who may subscribe there- 
for pursuant to their preemptive rights, on the basis of 0.0597 of one share of 
common stock for each share now held. In the event that any shares are not 
taken upon the initial exercise of the preemptive rights, the stockholders who 
exercised their subscription rights will be granted an additional right to sub- 
scribe for such remaining shares with allotments thereof to be made in 
proportion to the number of additional shares subscribed for. 

Applicant states that the proposed offering will not be underwritten. Appli- 
eant further states that it proposes to pay a fee of twenty-five cents per share 
to members of the National Association of Security Dealers, Inc., who assist 
present stockholders in the exercise of their preemptive rights. 

Applicant proposes to apply the net proceeds from the issuance and sale 
of the common stock to the furtherance of its 1954 construction program. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Wyoming Public Service Commission and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on January 1, 1954 (19 FR 39), stating 
that any person desiring to be heard or to make any protest with reference to 
the application, should file a petition or protest on or before January 15, 1954. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received. 

The Commission finds: 

(1) Applicant owns and operates facilities, among others, for the transmis- 
sion and sale at wholesale of electric energy transmitted between the States 
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of Wyoming and South Dakota, and consumed at points outside the state in 
which it is generated, which facilities are in addition to and do not include 

facilities used for the generation of electric energy, facilities used in local 
distribution, or only for the transmission of electric energy consumed wholly by 

the transmitter, and by reason of its ownership and operation of such facili- 

ties is a public utility within the meaning of that term as used in the Federal 

Power Act. 

(2) The proposed issuance of common stock will constitute an issuance of 
securities within the provisions of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issue is, there- 
fore, not exempt by virtue of that section from the requirements of Section 204 
of the Federal Power Act. 

(4) The proposed issuance of 14,100 shares of Applicant’s common stock to 
its present stockholders is exempted by the provisions of Section 34.la (a) (1) 
of the Commission’s General Rules and Regulations from the requirements 
of competitive bidding. 

(5) The proposed issuance of common stock, as hereinafter authorized and 
approved, will be for a lawful object, within the corporate powers of Appli- 
eant and compatible with ‘the public interest, which is appropriate and con- 
sistent with the proper performance by Applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. \ 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: A 

(A) The proposed issuance and sale of common stock, as described above, 
upon the terms and conditions and for the purposes specified in the application, 
be and the same is hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever, 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States with respect to any securities to which 
this order relates. 


Order approving revised project exhibits 
Dairyland Power Coop. 
Project No. 1960 


Januory 29, 1954 






In compliance with Articles 3 and 14 of its license for major Project No. 1960, 
Dairyland Power Cooperative filed on March 17, 1952, as supplemented July 23, 
1953, July 27, 1953, August 13, 1953, and October 19, 1953, revised exhibits show- 
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ing the project as constructed and describing the 69-kv Ladysmith-Barron and 
the 69-kv Ladysmith-Lublin transmission lines. 

The revised exhibits and those supplemented or superseded thereby, except- 
ing Exhibit F whose approval by the Commission is not necessary, are described 
as follows: 

Echibit J: Sheet 2 (FPC No. 1960-13) general map of transmission lines, 
supplementing Exhibit J (FPC No. 1960-1) now part of the license. 

Exhibit K: Sheets 5, 6, and 7 (FPC Nos. 1960-14, 15, and 16) Reservoir lands, 
superseding Exhibit K, Sheet 4 (FPC No. 1960-12) now part of the license; 
Sheets 8 through 11 (FPC Nos. 1960-18 through 21) Transmission lines to 
Barron; Sheets 12 through 15 (FPC Nos. 1960-22 through -25) Transmission 
lines to Lublin. 

Echibit L: Sheet 7 (FPC No. 1960-17) superseding Exhibit L, Sheet 5 (FPC 
No. 1960-9) Intake and powerhouse, now part of the license; Sheet 8 (FPC No. 
1960-26) Intake and powerhouse, superseding in part Exhibit L, Sheet 3 (FPC 
No. 1960-7) now part of the license. 

Exhibit M: Transmission line specifications in two printed pages signed 
June 25, 1953. 

The Commission finds: 

The above-described revised Exhibits J, K, L, and M conform to the Commis- 
sion’s Rules and Regulations. 

The Commission orders: 

The revised Exhibits referred to in the above finding are hereby approved as 
part of the license for Project No. 1960; and superseded Exhibit K, Sheet 4 
(FPC No. 1960-12), and Exhibit L, Sheet 5 (FPC No. 1960-9) are hereby ex- 
cluded from the license for the project. 


Order rescinding order and issuing order approving revised erhibits; reducing 
annual charges and revising project description 


Pacific Power and Light Co. 
Project No. 2071 


January 29, 1954 


On December 21, 1953, an order was issued for the purpose of approving revised 
exhibits, reducing annual charges and revising the project description. The 
order as issued contained errors and omissions with the result that the said order 
did not express the actual or correct changes sought and approved. Therefore 
the order as issued on December 21, 1953, 12 F. P. C. 1448, above described, should 
be rescinded and a new order issued. 

In compliance with Paragraph B (6) and Article 2 of its license for major 
Project No. 2071, Revised Exhibit L drawings were filed with the Commission on 
October 5, 1951; Revised Exhibit J and new Exhibit K drawings were filed on 
July 7, 1952; and Revised Exhibit M was filed on July 14, 1952 with the Commis- 
sion after orders by the Commission extending the time for filing of the same 
had been granted upon the requests of the licensee. 

The revised exhibits filed as aforesaid are more particularly described below, 
together with exhibits previously filed and superseded. 





Revised Evrhibit 


J (FPC 2071-21) 
L, Sheet-2 (F-112648-R1) 
(FPC 2071-15) 
L, Sheet-3 (F-112652-R1) 
(FPC 2071-16) 
Sheet-4 (F-112649-R1) 
(FPC 2071-17) 
Sheet-5 (F-112650-R1) 
(FPC 2071-18) 
Sheet-6 (F-112651-R1) 
(FPC 2071-19) 
Sheet-7 (F-112665-R1) 
(FPC 2071-20) 
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Superseded Eavhibit 


J (FPC 935-11) 
L, Sheet-2 
(FPC 2071-5) 
L, Sheet-3 
(FPC 2071-6) 
L, Sheet-4 
(FPC 2071-7) 
Sheet-5 
(FPC 2071-8) 
L, Sheet-6 
(FPC 2071-9) 
L, Sheet-7 
(FPC 2071-4) 


(filed 7/14/52) M (Original Application) 


Paragraph (b) of the original instrument describing the project works specifies 
materials as “a rock fill dam” and a “separate low earth dam”; also included in 
the description are these features, “a spillway with taintor gates and a trash 
gate”. The foregoing descriptions are now in error for they do not accurately 
describe the project works as they are constructed and therefore the changes 
hereinafter ordered should be made. 

Paragraph (C) (ii) of the license instrument as issued includes more lands 
of the United States within the project boundary than is actually occupied and 
enjoyed by the licensee. Accordingly, the annual charge for the purpose of 
recompensing the United States for the use, occupancy and enjoyment of its 
lands so occupied should conform to the area as revised by the licensee, and the 
revision should be made as hereinafter provided. 

Those revised exhibit tracings pertinent to certain features of the project 
works have been submitted and approved by the Chief of Engineers, United 
States Army, as evidenced by letter received November 18, 1953. 

The Commission finds: 

(1) The new and revised exhibits above described and referred to by dates and 
numbers conform with the requirements of the Commission's Rules and Regula- 
tions and should be approved as part of the license and the superseded exhibits 
above listed should be stricken from the license. 

(2) The description of the project works at paragraph (b) should be changed 
as follows: the term “rock fill” on line 1, page 2, should be “sand and gravel”; 
the word “earth” on line 6, page 2, should be “sand and gravel”. At page 2, 
lines 5 and 6 in paragraph (b), the terms “and a trash gate” should be deleted. 

(3) Paragraph (C) (ii) of the license instrument, at page 6, should be 
changed to read as follows: 

(ii) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, exclusive of those lands to be used for transmission 
line right-of-way only, $409.00; and 

The Commission orders: 

(A) The order issued December 21, 1953, entitled “Order Approving Revised 
Exhibits; Reducing Annual Charges; And Revision in Project Description” is 
hereby rescinded. 

(B) The revised exhibits specified in the list of revised exhibits hereinbefore 
set forth and the new exhibits K (FPC 2071-22, 23, 24, 25, 26, 27, 28 and 29) 
“Project Area and Project Boundary” and K (FPC 2071-30) “Project Transmis- 
sion Line” are approved as part of the license for Project No. 2071. 
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(C) The superseded exhibits hereinbefore described are hereby stricken from 
the license. 

(D) The term “sand and gravel” is hereby substituted for the term “rock fill” 
and “earth” in lines 1 and 6, page 2 of the license instrument, respectively. The 
words “and a trash gate” in paragraph (b), page 2, lines 5 and 6 of the license 
are hereby deleted. 

(BE) Paragraph C (ii) of the license instrument is hereby changed to read as 
follows: “For the purpose of recompensing the United States for the use, 
occupancy and enjoyment of its lands, exclusive of those lands to be used for 
transmission line right-of-way only, $409.00; and” 


Order dismissing application and determining compliance with condition 


Alabama-Tennessee Natural Gas Company, G—2222; The Waterworks and Gas 
Board of the Town of Cherokee, Alabama, G—2235; City of Russellville, Ala- 
bama, G—2243; The Lawrence-Colbert Counties Gas District, G-2244; Tennes- 

see Gas Transmission Company, G—2271 


January 29, 1954 


The order of this Commission, issued December 23, 1953, 12 F. P. C. 1449, in 
the above-entitled proceeding, did not dispose of the application by The Water- 
works and Gas Board of the Town of Cherokee in Docket No. G—2235, insofar as 
it requested an order pursuant to Section 7 (a) of the Natural Gas Act di- 
rected against Alabama-Tennessee Natural Gas Company. Alabama-Tennessee 
and Cherokee were in agreement but had not entered into a written contract. 
On January 25, 1954, Alabama-Tennessee filed an executed service agreement 
between itself and Cherokee embodying the terms of the prior verbal agreement. 

Paragraph (D) of the order of December 23, 1953, provided that Alabama- 
Tennessee was not to commence firm deliveries of gas to Cherokee until it had 
shown that it was able to make such deliveries in the volumes contemplated 
without detriment to its existing customers as therein listed. In a letter filed 
January 18, 1954, Alabama-Tennessee stated, in compliance with the said condi- 
tion in paragraph (D), that it could make such future deliveries, which 
would be small in comparison to system capacity, from line pack and diver- 
sity, and that Tennessee Gas Transmission Company will supply the additional 
volume of gas required, as indicated by the latter’s telegram to the Commission 
on December 29, 1953. 

The Commission finds: 

(1) The application of Cherokee in Docket No. G—2235 insofar as it re 
quests an order directed against Alabama-Tennessee should be dismissed as 
moot. 

(2) The condition set forth in paragraph (D) of the order issued December 
23, 1953, in the above-entitled proceeding has been met and satisfied. 

The Commission orders: . 

The application of The Waterworks and Gas Board of the Town of Cherokee, 


Alabama, insofar as it requests an order directed against Alabama-Tennessee, 
is dismissed as moot. 
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Findings and order amending order issuing certificate of public convenience and 

necessity, issuing certificate of public convenience and necessity, and permitting 
and approving abandonment 
El Paso Natural Gas Co.; Permian Basin Pipeline Co. 


Docket Nos. G—2106, G—2270; G—2283 


February 1, 1954 














El Paso Natural Gas Company (El Paso), a Delaware corporation having 
its principal place of business at El Paso, Texas, filed, on September 8, 1953, 
a petition to amend the certificate of public convenience and necessity issued 
to it on June 29, 1953, 12 F. P. C. 1037. In said petition, El Paso requests 
authority to make substantial changes in its facilities to be constructed in and 
near the Spraberry area of West Texas, principally as the result of an agree- 
ment between it and Permian Basin Pipeline Company whereby El Paso’s gas 
purchased in the Spraberry area would be transported by Permian westward 
to a point of connection with El Paso’s main pipeline system at Wasson, Texas, 
and El Paso would be relieved of the obligation to construct its own facilities 
as originally authorized in Docket No. G-2106 to transport such gas to Wasson. 
Specifically, El Paso proposes to delete the following from the facilities au- 
thorized to be constructed pursuant to the order issued June 29, 1953: 
(1) A combination 30-inch and 24-inch line which was to have extended from 
a point 54% miles NW of El Paso’s Midkiff Compressor Station approximately 
112 miles to a point adjacent to the proposed Plains Compressor Station. 
(2) A 16-inch line extending 5.5 miles from the Midkiff compressor station 
to a junction with the originally proposed Midkiff-Plains line in (1) above. h 
(3) A 16-inch line extending 5.5 miles from the Driver Plant to a junction 
with the originally proposed Spraberry-Plains line. 
(4) A 12%-inch line extending 13.2 miles from the Pembrook plant to the 
Midkiff plant. 
(5) The Driver Compressor Station dehydration plant and appurtenant 
facilities. 


















(6) The Pembrook Compressor Station dehydration plant and appurtenant 
facilities. 

(7) The Driver Compressor Station gasoline absorption plant. 

(8) The Pembrook Compressor Station gasoline absorption plant and ap- 
purtenant facilities. 

(9) 12,800 horsepower of compressor capacity from the proposed Driver 
Compressor Station and appurtenant facilities. 

(10) 9,900 horsepower of compressor capacity from the proposed Pembrook 
Compressor Station and appurtenant facilities. 
The estimated cost of the facilities designated above is $17,405,157 exclusive of 
overheads and contingencies. El Paso also requests authorization to construct 
and operate the following facilities, principally to enable it to deliver gas to 
Permian in the Spraberry area for transportation by the latter to Wasson: 

(1) A 30-inch line extending 16.7 miles from the proposed Midkiff Compressor 
Station to a junction with the 30-inch Spraberry-Plains line of Permian Basin 
Pipeline Company via a connection with El Paso’s existing 12%-inch line three 
miles south of the Tex-Harvey Plant, together with necessary metering 
facilities. 

(2) A 26-inch line extending 6.1 miles from the Driver Compressor Station to 
the Midkiff Plant. 
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(3) A 24-inch spiral-weld pipe line extending 12.4 miles from the Pembrook 
Plant to a connection with the proposed 26-inch line in item (2) above. 

(4) Addition of 23,760 compressor horsepower and appurtenant facilities to 
the previously authorized Midkiff Compressor Station. 

(5) Addition of 179,198 Mcf daily capacity and appurtenant facilities to the 
previously authorized Midkiff gasoline absorption plant. 

(6) Addition of 139,250 Mcf daily capacity and appurtenant facilities to the 
previously authorized Midkiff dehydration plant. 

The estimated cost of construction of such facilities is $12,134,821, exclusive 
of overheads. A temporary certificate authorizing construction and operation 
of the above listed “additions” was issued on December 10, 1953. 

El Paso also filed, on October 9, 1953, an application in Docket No. G—2270 
for permission and approval to abandon approximately 11 miles of 12%-inch 
pipeline, the need for which would be eliminated by the operations proposed 
in the petition to amend the order issued June 29, 1953, in Docket No. G-2106. 

Pursuant to the arrangement which had been negotiated between the parties, 
Permian filed, on October 16, 1953, an application, which was supplemented 
on October 29, 1953, for a certificate authorizing it to construct and operate two 
additional 1,320 horsepower compressor units at its Spraberry Compressor 
Station; to transport for the account of El Paso up to 225,000 Mcf per day 
(14.65 psia) through its facilities constructed or being constructed under the 
certificate granted it by the order accompanying Opinion No. 249, issued May 
1, 1953, 12 FPC 85; and to construct and operate additional measuring fa- 
cilities at its Plains Measuring Station. A temporary certificate authorizing 
Permian to construct and operate such facilities and to transport gas for the 
account of El Paso was issued on January 7, 1954. 

On December 10, 1953, the Commission issued its order reopening the pro- 
ceeding in Docket No. G—2106, consolidating the petition and applications in 
Docket Nos. G—2106, G-2270, and G—2283, and fixing the date of December 18, 
1953, for hearing to commence with respect to the matters and issues involved 
in the consolidated proceedings. Pursuant to that order, hearing commenced 
and concluded on December 18, 1953. A motion for omission of the intermedi- 
ate decision procedure, to which there was no objection, was made orally on 
the record at the conclusion of the hearing, and briefs have been filed by all 
parties to the proceedings. The petition and applications are accordingly 
ready for final disposition. 

Under the proposed arrangement, El Paso would deliver gas to Permian at a 
point on the downstream side of the latter’s Spraberry Compressor Station in 
Midland County, Texas, and Permian would transport such gas through its ex- 
isting facilities some 96 miles to El Paso’s Plains Compressor Station in Yoakum 
County, Texas, where the gas would be redelivered to El Paso for transporta- 
tion and delivery to El Paso’s markets. Each party would perform its own 
compression, although Permian would be required to increase the operating 
pressure of its Spraberry-Plains line in order to enable it to transport the El 
Paso gas in addition to that being transported on its own account. Such in- 
crease in pressure would be obtained by the installation of the additional com- 
pressor facilities proposed for Permian’s Spraberry Compressor Station in 
Docket No. G—2283. 

The volume of gas to be transported by Permian for El Paso would vary 
from a minimum volume of 190,000 Mcf per day and 69,350,000 Mcf per year, 
to a maximum volume of 225,000 Mcf per day and 82,125,000 Mcf per year. The 
proposed charge for the transportation service would be 1.8 cents per Mcf, and 
Permian’s revenues resulting therefrom would vary between $1,248,300 and 
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$1,478,250, depending on whether minimum or maximum daily volumes of gas 
were transported. 

The record shows that, as the result of the proposed arrangement, there would 
be a substantial reduction in El Paso’s capital expenditures for facilities to 
be constructed pursuant to authorization originally granted in Docket No. 
G-2106, since El Paso would not be required to construct and operate the line 
originally contemplated to extend from the Spraberry Field to its Plains Com- 
pressor Station. However, other facilities included among those herein de 
scribed would have to be constructed and operated by El Paso to enable it to 
move the gas to the delivery point on the downstream side of Permian’s Spra- 
berry Compressor Station. The net savings in Bl Paso’s capital investment 
resulting from the proposal nevertheless would be approximately $6,000,000. 

The record also shows that in Docket No. G-2106, El Paso proposes to make 
certain changes in its compressor station and gas-treating facilities and op- 
erations. Such changes are proposed as the result of further study by El Paso 
of its G-2106 facilities since the time of issuance of its original certificate in 
Docket No. G-2106 on June 29, 1953. It appears that operational economies 
will be obtained by El Paso if the order in Docket No. G—2106 is amended to 
authorize these changes. 

In Docket No. G—2270, El Paso proposes to abandon and remove an 11-mile 
portion of its 12%-inch pipeline extending southwardly from the outlet of its 
Tex-Harvey Compressor Station to a point of connection with its Sweetie Peck- 
Pegasus Line. The record shows that such 11 miles of line would no longer be 
required if El Paso’s petition in Docket No. G-2106 were granted. The net 
cost to El Paso to remove and recondition such 11 miles of pipe will be approxi- 
mately $78,000. 

No financing problems exist with respect to El Paso’s proposals in Docket No. 
G-2106 and G—2270, since the necessary expenditures will be considerably less 
than those originally contemplated in Docket No. G—2106, for which El Paso, 
prior to issuance of its certificate on June 29, 1953, showed that it had made 
adequate provision. 

The record shows that in Docket No. G—2283, Permian will be required to 
install additional compressor facilities at its Spraberry Compressor Station to 
enable the additional volumes of El Paso gas to be transported. The additional 
2,640 horsepower proposed to be installed appears to be adequate to enable 
Permian to perform the transportation service proposed. Permian proposes to 
finance the estimated cost of installation of such facilities of $593,000 by a 
temporary loan from its parent, Northern Natural Gas Company. If sufficient 
funds from its current construction fund are not available to cover the pro- 
posed additions, permanent financing will be accomplished by issuance of such 
securities as are deemed advisable at that time. 

In connection with the proposed transportation service to be rendered for 
El Paso, Permian submitted as a part of its application a pro-forma rate sched- 
ule titled “T-1” in which, inter alia, is set forth the 1.8 cent per Mcf charge 
agreed upon between the parties and the terms of the contract, which would 
run for 15 years from January 1, 1954. The contract between the parties states 
that the transportation charge of 1.8 cents per Mcf was computed jointly by the 
parties by averaging the estimated cost of service of transporting Permian’s 
gas alone and the estimated cost of service of transporting Permian’s and El 
Paso’s gas together. 

The record, however, is not precise with respect to operating costs, principally 
because such costs at the present time must be based upon estimates rather than 
upon actual operation by Permian. The Applicants and the Commission’s Staff 
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are in disagreement with respect of the propriety of the 1.8 cent charge. The 
Commission’s Staff, in its brief, argues that a reasonable rate for the service 
proposed would be 1.24 cents per Mcf rather than 1.8 cents. Permian and El 
Paso, on the other hand, contend that the 1.8 cent figure is based on the best 
estimates of the companies from the data available, and is accordingly a reason- 
able charge for the service to be rendered. 

We do not attempt at this time to resolve the conflicting interpretations of 
the evidence respecting the proposed rate. For purposes of this order, we are 
of opinion that good cause exists to make effective for an interim period extend- 
ing to and including September 1, 1954, the 1.8 cent charge proposed by the 
Applicants herein. This will permit Permian to experience operating costs and 
revenues for the service to be rendered upon which can be based a factual de- 
termination of a just and reasonable rate. Applicants, at the same time, will 
be enabled to continue full-scale operations in the Spraberry Field. 

Accordingly, the order herein will be conditioned to provide that, for an in- 
terim period, from the date of issuance of this order to and including August 31, 
1954, service as herein authorized will be rendered under a rate schedule in form 
consistent with the Commission’s tariff rules, at a rate not to exceed 1.8 cents 
per Mcf (at 14.65 psia). Proforma Rate Schedule T-1, filed as an exhibit in 
these proceedings, would not be acceptable as a rate schedule under our rules. 
In addition to the service herein authorized, provision is made for certain other 
services not authorized, for automatic changes in the charge for the service to 
be rendered, and there is included by reference certain information contained 
in other documents. The rate schedule to be filed with the Commission must 
set forth clearly and specifically the rate to be applied to the service to be 
rendered. 

The order hereinafter issued will accordingly provide that an interim rate 
schedule shall be filed in conformity with the Commission’s Rules and Regula- 
tions within 30 days from the date of issuance of this order, to be effective as 
of the date of issuance hereof. The order will further provide that at least 60 
days prior to September 1, 1954, Permian shall file a rate for the transportation 
service herein authorized satisfactory to the Commission, accompanied by cost 
studies relating to such service and such other material as may be pertinent in 
support thereof. 

The Commission finds: 

(1) Good cause exists to omit the intermediate decision procedure in the above- 
entitled proceedings. 

(2) Permian Basin Pipeline Company, a Delaware corporation having its prin- 
cipal place of business at Omaha, Nebraska, owns and operates, among other 
facilities, a natural-gas pipeline system located in the States of Texas and New 
Mexico, by such operations is engaged in the transportation and sale of natural 
gas for resale subject to the jurisdiction of the Commission, and is, therefore, 
a natural-gas company within the meaning of the Natural Gas Act. 

(3) Permian’s facilities heretofore described, and as more fully described in 
its application in Docket No. G—2283, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and Permian’s construction and operation thereof, and its 
proposed transportation of gas for the account of El Paso, are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Permian is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Permian’s proposed construction and operation of the facilities described 
in its application in Docket No. G—2283 are required by the public convenience 
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and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) It is reasonable in the public interest that Permian, within 30 days from 
the date of issuance of the order herein, file, as an interim rate to be effective 
from the date of issuance of the order herein to and including August 31, 1954, 
a rate schedule satisfactory to the Commission which shall comply with the 
Commission’s Rules and Regulations under the Natural Gas Act, and shall pro- 
vide for a charge for the transportation service to be rendered not in excess of 
1.8 cents per Mcf. 

(7) It is reasonable and public convenience and necessity require that, as a 
condition to its exercise of rights under the certificate hereby granted, Permian 
be required to submit, at least 60 days prior to September 1, 1954, a rate schedule 
which shall be satisfactory to the Commission, to be effective from and after 
September 1, 1954, and applicable to the transportation service to be rendered 
to El Paso, together with cost studies relating to such service and other data 
in support thereof, including operational experience derived prior to the time 
of such filing. 

(8) El Paso, a Delaware corporation having its principal place of business at 
El Paso, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the States of Texas, New Mexico, and Ari- 
zona, and by such operations is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(9) It is appropriate in carrying out the provisions of the Natural Gas Act 
that the order issuing El Paso a certificate of public convenience and necessity 
in Docket No. G—2106, issued June 29, 1953, be amended as hereinafter provided. 

(10) El Paso’s facilities proposed to be abandoned and removed as described 
in its application in Docket No. G—2270 have been used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of El Paso’s existing pipeline system, and the abandon- 
ment and removal thereof by El Paso are subject to the requirements of sub- 
section (b) of Section 7 of the Natural Gas Act. 

(11) Public convenience and necessity permit the abandonment of the facili- 
ties denoted in finding (10) hereof. 

The Commission orders: 

(A) The intermediate decision procedure in the above-entitled proceedings be 
and the same hereby is omitted. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian Basin Pipeline Company to construct and operate 
the facilities hereinbefore described, and to transport natural gas for the ac- 
count of El Paso Natural Gas Company, all as more fully set forth in its appli- 
cation in Docket No. G—2283, for the transportation of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(C) The certificate hereby issued to Permian shall be accepted in writing and 
under oath by a responsible official of Permian, and the general terms and 
conditions set forth in paragraphs (1), (3)(i), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules and Regulations shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation is hereby fixed at three months from 
the date on which this order issues. 
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(BE) Within 30 days from the date of issuance of this order Permian shall 
file, to be effective from the date of issuance hereof to and including August 31, 
1954, a rate schedule in form satisfactory to the Commission, and complying 
with the Commission’s Rules and Regulations under the Natural Gas Act, which 
shall provide for a charge for the transportation service to be rendered not in 
excess of 1.8 cents per Mcf. 

(F) As a further condition to the exercise of rights under the certificate 
hereby granted, Permian shall file with the Commission, at least 60 days prior 
to September 1, 1954, a rate schedule applicable to the transportation service 
being rendered El Paso to be effective from and after September 1, 1954, which 
shall be satisfactory to the Commission and comply with the Commission’s 
Rules and Regulations under the Natural Gas Act, together with cost studies 
supporting the rate proposed and relating to such service, and such other data 
in support thereof, which may be pertinent, including operational experience 
obtained prior to the time of such filing. 

(G) The order of the Commission issued June 29, 1953, issuing El Paso Nat- 
ural Gas Company a certificate of public convenience and necessity in Docket 
No. G—2106, be and the same is amended to authorize the deletion, construction, 
and operation of the facilities hereinbefore described, all as more fully described 
in El Paso’s petition in said docket filed on September 8, 1953. 

(H) In all other respects, the order issued June 29, 1953, as herein amended, 
shall remain in full force and effect. 

(I) Permission and approval for the abandonment and removal of the facil- 
ities described in El Paso Natural Gas Company’s application in Docket No. 
G-2270 be and the same hereby is granted. 

(J) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, charge, classification, or any 
rule, regulation, contract, or practice affecting such service or rate, nor shall 
this order be deemed as recognition of any claimed contractual right or obliga- 
tion affecting or relating to such service or rate. 


Order granting in part and denying in part petition for rehearing 


Transcontinental Gas Pipe Line Corp., Mid-Georgia Natural Gas Co., City of 
Covington, Ga. 


Docket Nos. G-1277, G-2015, G-2114 


February 3, 1954 


On January 8, 1954, the City of Covington, Georgia (Applicant), filed a pe- 
tition for rehearing in the above-entitled matters and requested that the Com- 
mission grant the following relief, or such other relief as it may deem just 
and proper: 


1. Vacate the order adopted December 10, 1953, and issued December 11, 
1953, 12 F. P. C. 421, in the above-captioned proceedings. 

2. Issue a new order for the purpose of : 

(a) Modifying the Decision of the Presiding Examiner in the above- 
captioned proceedings by striking Paragraph (E) therefrom and substitut- 
ing therefor a new paragraph, such new paragraph to provide for the 
severance of Docket No. G-—2114 from Docket No. G-2015, the reopening 
and consolidation of Docket No. G-2114 with Dockets Nos. G—1277, et al., 
G-1335, G-1407, and G-1411 for the purpose of authorizing your Petitioner 
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to participate in the further proceedings to be held in such consolidated 
dockets and for the purpose of deferring a final Decision in Docket No. G— 
2114 until such time as the matters before the Commission in such other 
consolidated dockets are finally disposed of. 

(b) Affirming in all other respects the Presiding Examiner’s Decision 
in the above-captioned proceedings. 


Paragraph (E), above referred to, denied the application of the Applicant in 
Docket No. G-2114 for an order pursuant to Section 7 (a) of the Natural Gas 
Act directing Transcontinental Gas Pipe Line Corporation to establish physical 
connection of its facilities with a lateral line proposed to be constructed by the 
City of Covington, and to sell and deliver to said City a supply of natural gas 
sufficient to meet the natural gas requirements of its proposed municipal 
project. 

The Presiding Examiner’s Decision, issued October 26, 1953, as modified by 
the Commission’s order issued December 11, 1953, became the final decision of 
the Commission. 

Applicant’s request for a rehearing appears to stem primarily from the modi- 
fication by the Commission of the Presiding Examiner’s Decision resulting from 
its order issued December 11, 1953, which order, among other things, authorized 
the construction and operation of certain transportation facilities, in Docket 
No. G—2015, which included facilities interconnecting the communities of Porter- 
dale and Covington, Georgia, and was conditioned as follows: 


(C) The issuance of the certificate to Mid-Georgia herein provided is 
granted upon the express condition that Mid-Georgia shall obtain from the 
City of Covington, and the Town of Oxford, Georgia, which it proposes to 
serve, new franchises properly validated pursuant to Georgia law, or a 
ratification by the aforementioned communities of franchises previously 
issued, or obtain from the proper courts of Georgia an affirmative declara- 
tory judgment of the validity of such franchises. Mid-Georgia shali within 
6 months from the date of issuance of the order herein, file with the Com- 
mission in satisfaction of this condition and as evidence that it possesses 
appropriate franchise authorization from said communities, certified copies 
of the authority which it asserts constitutes lawful franchise grants to 
construct and operate distribution systems for the purpose of supplying 
natural gas in the City of Covington and the Town of Oxford. 


The Applicant herein, due to certain recent developments, all as more fully 
set forth in its petition for rehearing, requests that it be afforded an oppor- 
tunity to present additional evidence bearing upon the mandate of its citizens 
for the construction and operation of a municipal system, and to demonstrate 
the financial feasibility of such project as a result of Transcontinental Gas Pipe 
Line Corporation’s new rates, approved by the Commission's order issued De- 
cember 30, 1953 in Docket No. G—2075, 12 F. P. C. 1471. 

On January 22, 1954 the City of Covington, Georgia, filed a petition to inter- 
vene in Docket Nos. G—-1277 and G—1411’* for the purpose of permitting its 
participation in said proceedings set to commence on February 8, 1954, as pro- 
vided by the Commission’s order issued December 11, 1953. Applicant, by its 
petition to intervene, seeks to obtain an allocation of natural gas from Trans- 
continental Gas Pipe Line Corporation’s existing system, should it develop dur- 


1The proceedings at Docket Nos. G—1277, G—-1335, G-1407, and G—1411 were reopened 
and consolidated for the purpose of hearing by the Commission’s order issued December 
11, 1953. 
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ing the course of hearing, to commence on February 8, 1954, that there is avail- 
able a supply of natural gas from the Company’s system which may be subject 
to future allocation. The relief sought by said petition to intervene is sub- 
stantially the same as requested in the above-entitled matter, insofar as it 
relates to Docket No. G-2114. Therefore, the relief requested by the City can 
more appropriately be dealt with in the reopened and consolidated proceedings 
at Docket Nos. G-1277 and G-1411. An appropriate order permitting the inter- 
vention of the City of Covington in the consolidated proceedings at Docket Nos. 


G-1277 and G-—1411 has been adopted concurrently with the adoption of our 
order herein. 


The Commission finds: 

(1) Under the circumstances outlined in the petition for rehearing filed by 
the City of Covington at Docket No. G—2015, it is in the public interest that both 
the City of Covington and the Town of Oxford, Georgia, and the Mid-Georgia 
Natural Gas Company be afforded an opportunity to submit further evidence 
bearing upon their respective positions relating to the introduction of natural 
gas into the City of Covington and the Town of Oxford, Georgia, and Applicant’s 
petition for rehearing at Docket No. G—2015 should be granted. 

(2) The grounds for rehearing and other relief, as related to Docket Nos. 
G-1277 and G—2114, which have been duly considered, are not sufficient to war- 
rant the granting of said petition for rehearing or other relief in said pro 
ceedings. 

The Commission orders: 

(A) The petition for rehearing, filed on January 8, 1954, at Docket No. 
G-—2015, be and the same is hereby granted, but limited to that Docket, said 
rehearing, to be held at a time and place to be hereafter fixed by the Commission. 

(B) The petition for rehearing in Docket Nos. G-1277 and G—2114 in all other 
respects be and the same is hereby denied. 


Findings and order issuing certificate of public convenience and necessity 


Northeastern Gas Transmission Co. 
Docket No. G—2264 


February 4, 1954 


Northeastern Gas Transmission Company (Applicant), a Delaware corpora- 
tion having its principal place of business in Springfield, Massachusetts, filed, 
on October 1, 1953, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the sale 
and delivery of volumes of natural gas additional to those now authorized to 
be made to Derby Gas and Electric Company, Danbury and Bethel Gas and 
Electric Light Company, and Wallingford Gas Company. 

Presently authorized and proposed increased volumes of gas are as follows: 


Authorized | Proposed 
daily increase | Total 
volumes (Mcf) (Mcf) 
(Mcf) 


Derby Gas Co és ‘ : 1, 530 
Danbury and Bethel Gas & Electric Light Co- 1, 428 
Wallingford Gas Co- eee 918 


3, 876 
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Applicant filed additional information on November 12, 1953, concerning its 
gas supply and authorized demands upon that supply. On January 18, 1954, 
this information was supplemented by a firm assurance, under oath, by Ten- 
nessee Gas Transmission Company that it will provide additional volumes of 
gas sufficient to enable the sale and delivery of a maximum of 11,608 Ma of 
natural gas per day to the “fringe” 1 markets as contemplated in the Commis- 
sion’s Opinion No. 259 issued August 6, 1953, in Docket Nos. G—1568, et al., 12 
F. P. C. 209. 

With such assurance, it appears that there will be sufficient natural gas to 
supply the increased requirements of Derby Gas Company, Danbury and Bethel 
Gas and Electric Light Company, and Wallingford Gas Company without 
affecting proposed service to the so-called “fringe” markets. 

The additional volumes will be delivered and sold subject to Applicant’s FPC 
Gas Tariff, Original Volume No. 1, Rate Schedule G-1l. It appears that on 
January 20, 1954, the three customer companies filed with the Secretary of 
State for the State of Connecticut a joint agreement of merger to continue 
existence under the name of the Housatonic Public Service Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on January 25, 1954, respecting the matters involved in and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Springfield, Massachusetts, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Connecticut, 
Rhode Island, Massachusetts, and New Hampshire, and by such operations is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of that term as used in the Natural Gas Act, as heretofore found by the 
Commission in its order issued November 8, 1950, in Docket Nos. G—1248, et al., 
9 F. P. C. 271. 

(2) The additional service proposed, as hereinbefore described, involves 
the transportation and sale of natural gas for resale in interstate commerce, 
subject to the jurisdiction of the Commission, and is subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed service by Applicant, as hereinbefore described, is required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), and (5) of Section 157.20 of the 
Commission’s General Rules and Regulations, including Rules of Practice and 
Procedure (18 CFR 157.20), should attach to the certificate hereinafter issued, 
and to the exercise of the rights granted thereunder, and that the time within 
which the increased sales authorized by this order be commenced should be 
fixed at 30 days from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of Section 1.32 


22 (b) (18 
CFR 1.32 (b)) of the Commission’s General Rules and Regulations having 


1 The “fringe” markets referred to in Opinion No. 259 are Athol, Gardner, and Green- 
field, Massachusetts: Dover, Exeter, Portsmouth, and Rochester, New Hampshire; and 
Biddeford, Saco, and Portland, Maine. 
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been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant authorizing it to sell and deliver the additional volumes 
of natural gas, as hereinbefore described, upon the terms and conditions 
of this order. 

(B) This certificate is subject to the condition that Tennessee Gas Trans- 
mission Company shall provide, either directly or through Applicant, additional 
volumes of natural gas sufficient to enable the sale and delivery to the so- 
called “fringe’ markets in Massachusetts, New Hampshire and Maine of a 
maximum of 11,608 Mcf of natural gas per day at a pressure of 14.73 psia. 

(C) This certificate shall be accepted in writing, and under oath, by a 
responsible official of the Applicant, and the general terms and conditions 
set forth in paragraphs (1), (2), and (5) of Section 157.20 of the Commis- 
sion’s General Rules and Regulations, including Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof as conditioned by paragraph (B) and to the exercise of the rights 
granted thereunder. 

(D) The time within which the sales authorized by this order shall be 
commenced as provided by paragraph (2) of Section 157.20 of the Commission’s 
General Rules and Regulations is hereby fixed at 30 days from the date on 
which this order issues. 


Findings and order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co. 
Docket No. G—2292 


February 4, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on October 26, 1953, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of two taps and meter stations on its authorized 30-inch Permian-San 
Juan crossover line near the villages of Grants and Tatum, New Mexico, for 
the transportation and sale of natural gas subject to the jurisdiction of the 
Commission, as described in the application on file with the Commission, and 
open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to the Southern Union Gas Company for resale in the area of the villages of 
Grants, Valencia County, New Mexico, and Tatum, Lea County, New Mexico. 
The estimated annual and peak-day deliveries in the third year is 94,500 Mcf 
and 700 Mcf, respectively, for Grants and 31,000 Mcf and 345 Mcf, respectively, 
for Tatum. 

The estimated cost of the proposed facilities is $11,147 and their financing is 
to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 26, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 




















































ORDERS 797 


natural gas in interstate commerce and the sale in interstate commerce of nat- 
ural gas for resale for ultimate public consumption, and therefore is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its January 11, 1944, order in Docket No. G—288, 4 FPC 
486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Nat- 
ural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale for resale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), amd (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 4 months from the date on which this order issues. 


Order denying petition for modification of certificate of public convenience and 
necessity 


United Gas Pipe Line Co. 
Docket Nos. G—1869, G-2019 


February 5, 1954* 





These proceedings are before the Commission upon a petition filed on Novem- 
ber 23, 1953, by United Gas Pipe Line Company (United) for modification of 
the certificate of public convenience and necessity granted by Opinion No. 232 
and accompanying order issued July 25, 1952, at Docket No. G-—1869, 11 





*Rehearing denied by order issued April 1, 1954, 
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F. P. C. 227. Copies of the petition have been served on all parties to these 
proceedings. 

Texas Gas Transmission Corporation (Texas Gas) on December 14, 1953, filed 
an answer requesting the Commission to deny the petition. 

United on July 3, 1952, filed its gas tariff proposing to increase certain rates. 
Included in the tariff was Rate Schedule PL-3 which was intended to super- 
sede Rate Schedule FPC No. 78—B, the so-called “Outside Supply Agreement”, 
under which United sold to Texas Gas natural gas produced from fields other 
than the Monroe Field. The PL-3 Schedule proposed to increase the charges 
under the “Outside Supply Agreement” by $635,579 annually, based on esti- 
mated sales for the year ending April 30, 1953. 

By the July 25, 1952, certificate order, 11 F. P. C. 227, United was authorized 
to deliver a maximum of 200,000 Mecf of natural gas daily to Texas Gas under a 
form of contract attached to a so-called “Precedent Agreement” dated March 5, 
1951. The proposed contract provided for the cancellation of the “Outside 
Supply Agreement”. It also provided a rate of 8.446¢ per Mcf for the volume 
of gas estimated to be deliverable under the prior “Outside Supply Agree- 
ment’, and a rate consisting of a demand charge of $1.30 per Mcf and a 
commodity charge of 12.5¢ per Mcf for the remainder of the 200,000 Mcf. In 
contrast, the “Outside Supply Agreement” provided a rate of 8.25¢, subject to 
certain adjustments, averaging 8.446¢ per Mcf. Under the proposed contract 
it was estimated that the new rates would result in an average charge to 
Texas Gas of 15.9¢ per Mcf for the first year of service. United was required 
by paragraph (1) of the certificate order to file a schedule providing a single 
rate, consisting of a demand charge of 96¢ per month per Mcf and a com- 
modity charge of 11.6¢ per Mcf in lieu of the rates set forth in the proposed 
contract. The single rate also was estimated to result in an average charge 
to Texas Gas of 15.9¢ per Mcf during the first year of service. 

In response to paragraph (I), United on August 21, 1952, filed the required 
schedule as Rate Schedule PL—4 to take effect when necessary facilities to 
take 200,000 Mcf a day were completed by Texas Gas. Such schedule was ae- 
cepted for filing by order issued September 18, 1952, as complying with para- 
graph (1), and became effective on August 15, 1953. 

Between the time of the issuance of the certificate order and United’s com- 
pliance with paragraph (I), the PL-3 Schedule was suspended by order issued 
August 1, 1952, at Docket No. G—2019, and its use deferred until January 3, 
1953, and until such further time as such proposed schedule might be made 
effective in the manner provided by the Natural Gas Act (Act). By order 
issued January 14, 1953, the PL-3 Schedule became effective as of January 3, 
1953, under bond and subject to refund. 

United alleges that the increased rate contained in the PL-3 Schedule ceased 
being effective on August 15, 1953, for “Outside Supply” gas to the same extent 
as if such increase had been disallowed. United submits that such disallowance 
through a rate condition in a certificate is the inadvertent result of the hiatus 
between (a) the filing of the rate increase on July 3, 1952, and (b) the entry 
of the certificate order on July 25, 1952, with a rate condition based upon a 
contract executed on March 5, 1951. Further, United asserts that if the in- 
creased rate for the “Outside Supply” gas filed on July 3, 1952, and effective 
January 3, 1953, had been utilized in computing the single rate, the resulting 
demand-commodity charge would be $1.13 demand charge and 11.6¢ commodity 
charge. United says that the purpose of the certificate condition was to pre- 
scribe a single rate at existing price levels, and that the rate prescribed repre- 
sented the results of price levels in effect prior to the filing of the rate increase. 
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It accordingly seeks to have the rate condition modified to permit the $1.13 
per Mcf demand charge and 11.6¢ per Mcf commodity charge to become effective 
as of August 15, 1953. 

The contention is also made that unless the modification were permitted that 
the PL Schedule would be preferential to Texas Gas. 

Additionally, United requests that, if the modification is not granted, a re- 
duction be authorized in the amount of the bond required at Docket No. G—2019. 

Basically, United seeks by a modification of the certificate order to increase 
the price to Texas Gas for natural gas supplied from sources other than the 
Monroe Field from an average of 15.9¢ per Mcf resulting from the application 
of the single rate, to an average of about 16.7¢ per Mcf. It also seeks to have 
such rate increase be made effective as of August 15, 1953. 

United’s petition must be denied. What United is here proposing to do is 
to effect a change in a rate through a modification of a certificate order. A 
change in rates may be effected only by following the requirements of Section 4 
(d) of the Act as implemented by Part 154 of the Commission’s Regulations, 
particularly Section 154.63 thereof (18 C. F. R. 154.63) .? 

This requirement of law has actually been recognized by United itself. 
United, when it filed the PL—4 Schedule in response to paragraph (1), stated: 















United, in filing Rate Schedule PL-4 at this time, reserves the right to 
file at a time it deems appropriate, a higher rate for the service to be covered 
by Rate Schedule PL, reflecting a weighted average of the increased rate 
(United’s PL-3 schedule) now under suspension or such other rate as may 
be set by the Commission in lieu of said PL-8 and the $1.30—12%4¢ 
demand—commodity rate described above using the same respective vol- 
umes used by the Commission in its determination of the price set out 
in its Opinion. 















In a subsequent explanatory letter dated September 5, 1952, United said that 
the matter above quoted “is only a reservation of such right as United may 
have under the Natural Gas Act and the Commission’s Rules and is not intended 
to create any new rights. Any filing by United Gas Pipe Line Company will be 
in accordance with the Rules and Regulations of the Federal Power Commission.” 

The impropriety of United’s endeavor to effect the change in rate by modi- 
fication of an extant certificate is also emphasized by the fact, as the petition 
makes clear, that the modification is predicated upon events and facts occurring 
subsequent to the issuance of the certificate order and after the order was 
and had been for some time final. 

The order of September 18, 1952, made plain that United was expected to 
supply gas under the certificate order at the price set forth in paragraph (I). 
This Commission there found: 











Opinion No. 232 and the accompanying order, as shown by the context 
thereof, contemplate not only that United shall file a satisfactory rate 
schedule and executed service agreement covering the service United is 
thereby authorized to render to Texas Gas but also that such service shall 
actually be rendered to Texas Gas pursuant thereto and at the rate required 
to be stated therein, unless the Commission should, prior to the commence- 
ment of deliveries to Texas Gas pursuant to the certificate issued at Docket 






1Section 4 (d) provides that “‘no change shall be made by any natural-gas company in 
any such rate (a filed, posted, and effective rate), * * * or contract relating thereto, except 
after thirty days’ notice to the Commission and the public.” (Parenthetical matter 
supplied.) 
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No. G—1869, issue an order in the proceedings at Docket No. G—1142 fixing 
other rates and charges for similar service by United in the same area. 


Clearly, the PL-—4 rate was subject to change only upon operation of the 
proviso set forth in the September 18, 1952, order. This is not to say, however, 
that United was not free to pursue whatever courses it deemed were available 
to it under the Act and the Regulations thereunder for a change in the PL-4 
rate, if it so wished. United did not do anything in that regard until it filed 
the instant petition. 

Additionally, it may be noted that United has not cited any statutory au- 
thority in support of its requested relief. It seeks support for its request in 
the order of this Commission issued September 16, 1953, In the Matter of 
Southern Natural Gas Company, Docket No. G—1907, 12 F. P. C. 557, and in 
the Presiding Examiner’s decision issued July 7, 1953, In the Matter of El Paso 
Natural Gas Company, Docket No. G—2133, 12 F. P. C. 677, which was affirmed 
by order issued July 31, 1953. These cases are inapposite. 

The Southern Natural case involved a petition to modify a certificate rate 
condition. There, as here, prior to the issuance of the certificate order, the 
company sought a rate increase. As here, the rates set forth in the certificate 
condition were unlike those set forth in the rate increase application. Prior 
to a response to the condition, Southern filed its petition. There, unlike here, 
Southern filed a timely petition prior to the commencement of deliveries au- 
thorized by the certificate. United did not, prior to August 15, 1953, seek to 
amend the certificate. After that date, United could look only to Section 4 (d) 
of the Act as implemented by the Regulations for a change in the PL-4 rate. 

The El Paso case did not involve a petition to modify a rate condition. 
There, the Commission affirmed a Presiding Examiner’s decision merely pro- 
viding a rate condition for the service authorized to be rendered by El Paso 
to Southern Union Gas Company (Southern Union), a service previously ren- 
dered by West Texas Gas Company (West Texas). The authorization to West 
Texas to abandon the facilities and service to Southern Union was subject to 
be null and void unless El Paso adopted the tariff of West Texas or made avail- 
able to Southern Union the increased rate contained in the tariff in effect under 
bond and subject to refund at Docket No. G—2018. 

Upon consideration of all the facts and questions of law presented by United 
and Texas Gas in these proceedings, United may not change the rate set forth 
in Rate Schedule PL-4, effective August 15, 1953, except in the manner pro- 
vided by Section 4 of the Act, particularly subsection (d) thereof, and in ac- 
cordance with the pertinent Commission Rules and Regulations. 

The amount of the bond required to be posted at Docket No. G-2019 may be 
reduced to the extent that the increased PL-3 rate was applicable to the “Out- 
side Supply” gas. 

The Commission further finds: 

United’s petition at Docket No. G-1869 must be denied. 

The Commission orders: 

(A) The petition of United Gas Pipe Line Company filed on November 23, 
1953, at Docket No. G-1869 be and it is hereby denied. 

(B) Within 15 days from the date of issuance of this order, United may 
execute and file with the Secretary of the Commission an amendment to the 
bond required by paragraph (B) of the order issued January 14, 1953, at Docket 
No. G—2019, such amendment to be satisfactory to the Commission, and designed 
to reduce the corporate bond in the sum of $950,000 to the sum of not less than 
$900,000. 
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(C) In all other respects, the order issued January 14, 1953, at Docket No. 
G-—2019, is to remain in full force and effect. 


Order approving proposed settlement and prescribing tariff provisions 
United Fuel Gas Co. 
Docket No. G—2055 


February 5, 1954 


On November 19, 1953, the Commission issued its Opinion No. 258-A, 12 
F. P. C. 351, modifying in part Opinion No. 258, 12 F. P. C. 251, in this proceed- 
ing, prescribing rates to be observed by United Fuel Gas Company (United 
Fuel) and ordering refunds from money collected between February 15, 1953, and 
November 19, 1953. United Fuel filed an application on December 15, 1953, for 
a stay of the Commission’s order and for the reopening of the record for the 
purpose of adducing additional evidence. By Commission order issued Decem- 
ber 22, 1953, the Commission stayed its order of November 19, 1953, and by order 
issued January 21, 1954, reopened the record and set the matter for hearing 
on January 28, 1954. 

Pursuant to Commission order, hearing was held on January 28, 1954. Fol- 
lowing the entering of appearances, the hearing was recessed to allow all inter- 
ested parties opportunity to discuss informally a proposed settlement of the 
proceeding. Final agreement was reached by the parties to the proceeding, the 
hearing was reconvened, and such agreement was entered on the record at the 
hearing. 

United Fuel has pending a proposed increase in rates which it may put into 
effect, as of March 1, 1954. Consequently, the problem here involved is the rates 
to be charged during the period from February 15, 1953 through February 28, 
1954. 

On the basis of a field examination of the books, records and operations of 
United Fuel through November 30, 1953, and a review of estimates furnished by 
United Fuel, the Commission’s Staff computed an investment rate base and the 
cost of service applicable to interstate wholesale sales for the 12 months ending 
February 28, 1954. This net investment rate base was computed on the basis of 
average plant and reserves in accordance with the method approved in Opinion 
No. 258 and the details of such rate base are as follows: 


Rate base 
$135, 626, 416 
48, 276, 517 


87, 349, 899 
87, 022, 776 


Working Capital Allowance 13, 116, 660 
Adjustment—75% of Income Tax (1, 078, 000) 


Investment Rate Base 99, 061, 436 


Return at 614 percent 6, 191, 340 
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The cost of service for the test period, based on nine months actual data and 
estimates for three months, was shown by the Staff of the Commission as follows: 


Cost of service 
Operation and Maintenance $63, 606, 417 
Depreciation and Depletion 3, 773, 154 
Taxes—other than Income 1, 814, 981 
Income Taxes 1, 422, 627 
Credits to Cost of Service (5, 068, 262) 
Return 6, 191, 340 


Total Cost of Service 71, 740, 257 


1, aed 


Cost of Service Allocated to Interstate Sales for Resale 61, 708, 642 
Estimated Revenues under rates prescribed in Opinion No. 258-A__ _ 60, 678, 000 


Difference between cost of service and rates under Opinion 
DU SNS sa iitia ek ecn daienemeebelblninniamstes 1, 030, 642 


The record further shows that an increase in the demand charge in United 
Fuel’s tariff from the $0.90 per Mcf of billing demand per month as prescribed 
in Opinion No. 258—A to $1.00 would produce increased revenues of approximately 
$1,048,000 and would offset the deficiency shown above of approximately 
$1,030,000. 

The parties agreed that the tariff prescribed in Opinion No. 258-A with the 
demand charge of $1.00 rather than $0.90 as contained in such Opinion, should be 
made effective on and after the effective date of the Commission's order accepting 
such settlement. It was also agreed that a change in the language should be 
made in paragraph 8 on First Revised Sheets numbers 13 and 15 in conformance 
with the requirements of Opinion No. 258-A. The revised sheets, included in 
the record as Exhibit 80, as agreed to by the parties, are attached hereto as an 
Appendix to this order. United Fuel agreed to comply with all of the require- 
ments of Opinion No. 258—A, as modified hereby, within 30 days from the date of 
acceptance of the proposed settlement. United Fuel also agreed to make refunds 
to customers in accordance with Opinion No. 258—A, with the modification that 
refunds are to be computed as the difference between the total amount paid by 
each customer between February 15, 1953 and the effective date of acceptance 
of the settlement and the amount that such customer would have paid had the 
rates herein ordered been in effect during such period. 

The Commission finds: 

(1) The proposed settlement which was stated in the record and agreed to by 
all parties to this proceeding constitutes a reasonable basis for the disposition 
of the matters involved in Docket No. G—2055. 

(2) The rates contained in the Appendix attached hereto are just and reason- 
able rates to be hereafter observed by United Fuel Gas Company, and on the 
basis of which proper refunds of money collected under bond are to be computed. 

The Commission orders: 

(A) The increased rates and charges for the sale of natural gas for resale 
contained in its FPC Gas Tariff Third Revised Volume No. 1, are hereby dis- 
allowed and said Original Sheets Nos. 12, 13, 14 and 15 are hereby cancelled. 

(B) First Revised Sheets Nos. 12, 13, 14 and 15, attached hereto and hereby 
made a part hereof by reference, are hereby prescribed as the lawful rates and 
charges to be observed and in force from and after the date of issuance of this 
order for the sales by United Fuel of natural gas in interstate commerce for 
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resale and will be inserted by the Secretary of the Commission in United Fuel 
Gas Company’s FPC Gas Tariff Third Revised Volume No. 1. 

(C) Within 30 days from the date of issuance of this order, United Fuel shall 
file revisions to the General Terms and Conditions of its presently effective tariff 
consistent with Opinion No. 258 and Opinion No. 258—A. 

(D) The Commission reserves the right to reject all or any part of such re- 
visions as United Fuel may file pursuant to this order, and, without further 
proceedings, in lieu thereof to prescribe by further order appropriate tariff 
provisions consistent with Opinion No. 258 and Opinion No. 258—A. 

(E) Within 30 days from the date of issuance of this order, United Fuel shall 
refund to its respective utility customers to which it sells natural gas in inter- 
state commerce, the difference between the total amounts charged by it for sales 
between February 15, 1953 and the date of issuance of this order to each of such 
customers by reason of the aforesaid Original Sheets Nos. 12, 13, 14 and 15, and 
the total amounts which would have been charged for sales during such period 
to each such Customer under First Revised Sheets Nos. 12, 13, 14 and 15, as 
contained herein, together with interest on the total amounts of each such refund 
at the rate of 6 percent per annum, from the date of payment to United Fuel 
to the date of repayment by it to each of said purchasers. United Fuel shall 
bear all costs incident to the making of such refunds. 

(F) Within 60 days from the date of issuance of this order, United Fuel shall 
report in writing and under oath, to the Commission the amount of refunds to 
each customer, with a detailed statement showing the method of calculation of 
such refunds, and shall serve a copy of such report upon each customer served 
under its FPC Gas Tariff, Third Revised Volume No. 1. 

(G) Opinion Nos. 258 and 258-A as modified herein, are hereby affirmed, and 
the stay of the Commission’s order issued December 22, 1953 in this proceeding 
is hereby vacated. 

(H) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceedings now pending 
or hereafter instituted. 

APPENDIX 


UNITED Fvuet Gas CoMPANY 
FPC Gas Tariff 
THIRD REVISED VOLUME NO. 1 
First Revised Sheet No. 12—Superseding Original Sheet No. 12 
RaTe SCHEDULE GS-1 


GENERAL SERVICE 
1. AVAILABILITY 

This Rate Schedule is available to any buyer (hereinafter called Buyer) for 
the purchase from United Fuel Gas Company (hereinafter called Seller) of 
natural gas for resale including gas used by Buyer in its gas operations: 

(a) When Buyer’s pipeline or distribution system connects with Seller's trans- 
mission pipelines ; and 

(b) when Buyer has executed a Service Agreement with Seller wherein Buyer 
agrees to purchase from Seller natural gas up to the Delivery Obligation. 

This Rate Schedule is not available for the purchase from Seller of natural gas: 

(i) to be used by Buyer as boiler fuel in an amount exceeding five hundred 
(500) Mcf per day, or 
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(ii) for resale for consumption as boiler fuel in an amount exceeding five 
hundred (500) Mcf per day by any one ultimate consumer, 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This Rate Schedule applies to all firm gas delivered by Seller to Buyer. 
Natural gas delivered by Seller to Buyer under this Rate Schedule shall be firm 
and shall not be subject to curtailment or interruption except as provided in 
Sections 7, 11 and 12 of the General Terms and Conditions. 


3. RATE 


Monthly Demand Charge: $1.00 per Mcf of Billing Demand. 
Issued by: Effective: 
Issued on: 


First Revised Sheet No. 18—Superseding Original Sheet No. 18 


Rate ScHEDULE GS-1— (Cont’d.) 


Commodity Charge: $23.85 per Mcf for all gas delivered. 


4. MINIMUM MONTHLY BILL 
The demand charge for the month. 


5. DETERMINATION OF BILLING DEMAND 

The Billing Demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume 
of gas delivered during any billing month divided by the number of days in 
such month. 


In the event of an abnormal loss of gas due to a break in Buyer’s facilities, 
the natural gas so lost shall not be included in determining the Billing Demand; 
provided, Buyer furnishes Seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was not due to Buyer’s negligence. 


6. HEAT CONTENT 
Refer to Section 3 of the General Terms and Conditions. 


7. MEASUREMENT BASE 
Refer to Section 2 of the General Terms and Conditions. 


8. GENERAL TERMS AND CONDITIONS 
All the General Terms and Conditions, except Sections 1.6 and 10, are appli- 
eable to this Rate Schedule and are hereby made a part thereof. 


Issued by: Effective : 
Issued on: 


First Revised Sheet No. 14—Superseding Original Sheet No. 14 


Rate ScHeDuLE LS-1 


LIMITED SERVICE 
1. AVAILABILITY 

This Rate Schedule is available to any buyer (hereinafter called Buyer) for the 
purchase from United Fuel Gas Company (hereinafter called Seller) of natural 
gas for resale including gas used by Buyer in its gas operation; provided Buyer 
has other supply sources, including deliverability from storage and own pro- 
duction, of not less than Seller's Delivery Obligation to Buyer: 
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(a) when Buyer’s pipeline or distribution system connects with Seller’s 
transmission pipelines; and 

(b) when Buyer has executed a Service Agreement with Seller wherein 
Buyer agrees to purchase from Seller natural gas up to the Delivery Obligation. 

This Rate Schedule is not available for the purchase from Seller of natural 
gas: 

(i) to be used by Buyer as boiler fuel in an amount exceeding five hundred 
(500) Mef per day, or 

(ii) for resale for consumption as boiler fuel in an amount exceeding five 
hundred (500) Mcf per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 


This rate schedule applies to all gas delivered by Seller to Buyer. Natural 
gas delivered by Seller to Buyer under this Rate Schedule shall be firm and shall 
not be subject to curtailment or interruption except as provided in Sections 
7, 11 and 12 of the General Terms and Conditions or as may be required to supply 
the maximum daily sales requirements of both Seller and Buyer. 


























8. RATE 
Monthly Demand Charge: $1.00 per Mcf of Billing Demand. 
Issued by: Effective : 


Issued on: 
First Revised Sheet No. 15—Superseding Original Sheet No. 15 


Rate ScHEDULE LS—1—(Cont’d.) 


Commodity Charge: $22.85 per Mcf for all gas delivered. 
4. MINIMUM MONTHLY BILI. 
The demand charge for the month. 


5. DETERMINATION OF BILLING DEMAND 


The Billing Demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the pre- 
vious 11 months. Average daily demand shall be determined as the volume of gas 
delivered during any billing month divided by the number of days in such month. 

In the event of an abnormal loss of gas due to a break in Buyer’s facilities, 
the natural gas so lost shall not be included in determining the Billing Demand; 
provided, Buyer furnishes Seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was not due to Buyer’s negligence. 


6. HEAT CONTENT 
Refer to Section 3 of the General Terms and Conditions. 
7. MEASUREMENT BASE 
Refer to Section 2 of the General Terms and Conditions. 
8. GENERAL TERMS AND CONDITIONS 


All the General Terms and Conditions, execpt Sections 1.6 and 10, are appli- 
cable to this Rate Schedule and are hereby made a part hereof. 


Issued by: Effective: 
Issued on: 
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Order issuing new license (minor) 
Joseph Helfenstein 
Project No. 1883 


February 5, 1954 


Application was filed July 14, 1952, by Joseph Helfenstein of Bridgeville, 
California, for a new license under the Federal Power Act (hereinafter referred 
to as the Act) for constructed minor Project No. 1883, located on Joe Frazier 
Creek, tributary to South Fork of Trinity River, within Section 5, T.1S8., R.7E., 
and Section 32, T. 1 N., R. 7 E., H. B. & M., Trinity County, California, and af- 
fecting lands of the United States within Trinity National Forest. 

The original license was issued without charge to Joseph Helfenstein on No- 
vember 27, 1942, for a period of 10 years therefrom, and expired November 26, 
1952. 

The project consists of : 

(a) All lands constituting the project area, the limits of which are 10 feet 
on each side of center line of diversion dam, ditch, penstock, powerhouse, and 
transmission line; 

(b) Project structures comprising a rock diversion dam 2 feet high and 16 
feet long; an open ditch about 1,217 feet long; a penstock 200 feet long; a small 
powerhouse containing a 5-horsepower water wheel, and a generator; and a 110- 
foot-long transmission line to a dwelling ; and 

(c) All other structures, fixtures, equipment, or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 


The said lands and project works are more specifically shown and described 
by certain exhibits which formed a part of the application for license, and which 
are designated and described as: 

Exhibit K: (FPC-—No. 1883-1) a map, entitled “Minor Power Project of Joseph 
Helfenstein, Forest Glen, California. In Trinity National Forest, California.” 

Ecrhibit G: Specifications in one typewritten sheet entitled “General Descrip- 
tion of Mechanical, Electrical and Transmission Equipment”, signed March 28, 
1942. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over Trinity National Forest, and an Under Secretary of the In- 
terior, have reported favorably on the application. 

The Commission finds: 

(1) The applicant is a citizen of the United States and has submitted satis- 
factory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which Trinity National 
Forest was created or acquired. 

(5) The installed capacity of the project is about 5 horsepower and the energy 
generated thereby is used by the applicant for domestic purposes. 
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(6) The exhibits described and designated in the third paragraph of this 
order conform to the Commission’s rules and regulations. 

(7) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it re- 
lates to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the Act 
which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to depre- 
ciation reserves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power of con- 
demnation is reserved; 15; 18, except insofar as it relates to fishways; 19; 
20; 22; and 23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Joseph Helfenstein under Sections 4 (e) 
and 15 of the Act, without charge, for a period of 10 years, effective November 
27, 1952, for the operation and maintenance of minor Project No. 1883 upon 
lands of the United States, subject to the terms and conditions of the Act which 
is hereby incorporated by reference as a part of this license (except that the 
terms and conditions of Part I of the Act referred to in finding (7) above are 
hereby waived to the extent therein specified), and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-7 (December 15, 1953), 17 F. P. C. 486, entitled “Terms and Conditions of 
License for Minor Project Affecting Lands of the United States”, which terms 
and conditions are attached hereto and made a part hereof. 

(C) Exhibit K (FPC No. 1883-1) and Exhibit G are approved as part of 
this license. 

(D) This order shall become final 30 days from the date of its issuance un- 
less application for rehearing shall be filed as provided by Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgment of the acceptance of this license, it shall be 
signed by the licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order denying intervention 


American Louisiana Pipe Line Co. 








Docket No. G—2306 
February 8, 1954 


Gulf Interstate Gas Company (Gulf Interstate) filed with the Commission on 
December 28, 1953, a petition for leave to intervene in this proceeding, alleging 
in support of such petition as follows: 

(1) The capacity of the proposed facilities could greatly exceed the 
initial volumes that American Louisiana Pipe Line Company seeks to 
transport leaving capacity for other service to be rendered by such facilities, 
also the gas to be transported by the proposed facilities is gas within the 
supply area of Gulf Interstate’s system and would likely be purchased or 
transported by Gulf Interstate except for the construction of the proposed 
facilities by American Louisiana Pipe Line Company. 
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(2) If the proposed facilities are constructed, American Louisiana Pipe 
Line Company will be a competitor of Gulf Interstate with respect to future 
purchases of gas and for transportation of gas from southern Louisiana to 
areas traversed by the lines of each such company. 

Further, in such petition Gulf Interstate states that it was heretofore author- 
ized by the Commission to construct and operate facilities to transport gas for 
the account of United Fuel Gas Company. Gulf Interstate has not filed with the 
Commission any application seeking authorization to sell natural gas in com- 
petition with American Louisiana Pipe Line Company, or to engage in any opera- 
tion other than that heretofore authorized by the Commission. 

The Commission finds: 

(1) The bases upon which Gulf Interstate seeks intervention in the proceeding 
are purely speculative and conjectural. 

(2) Gulf Interstate has not shown that its participation in the proceeding may 
be in the public interest. 

The Commission orders: 

The petition of Gulf Interstate Gas Company for leave to intervene in this 
proceeding be and the same hereby is denied. 


Order dismissing application for surrender of license, approving lease of minor 
project, and extending time for completion of construction 


Alpine Trading Co. and Basil Robinson 
Project No. 1520 
February 8, 1954 


Joint application was filed April 7, 1953, by Alpine Trading Company, 
licensee for partly-constructed minor Project No. 1520, and Basil Robinson, 
presently of North Fork, California, for approval of a Conditional Lease and 
Optional Agreement entered into by the two on January 2, 1953, under which 
the project was leased to the latter. 

Prior to the Agreement, namely, on December 8, 1952, the licensee had filed 
application for surrender of the license because completion and operation of 
the project was made impossible under wartime shortages of labor and ma- 
terial. However, it appears that after the Agreement had been entered into, 
Basil Robinson, the lessee, applied for a State water right, and, upon securing 
the permit, expects to complete construction of the project by September 1955. 

The Commission finds: 

(1) The pending application for surrender of the license should be dismissed. 

(2) The lessee is a citizen of the United States and has submitted satisfactory 
evidence of compliance with the requirements of all applicable State laws insofar 
as necessary for the operation of the project. 

(3) Approval of the lease of the project properties as hereinafter provided 
will not be inconsistent with the public interest. 

(4) An extension of time for completing construction of the project would 
be desirable and such an extension will not be inconsistent with the public 
interest as hereinafter provided. 

The Commission orders: 

(A) The aforementioned application for surrender of the license for Project 
No. 1520 is hereby dismissed. 
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(B) The aforementioned lease of the project properties under license as 
Project No. 1520 between Alpine Trading Company and Basil Robinson is hereby 
approved, effective as of June 26, 1953, subject to Section 9.10 of the Commis- 
sion’s Regulations under the Federal Power Act, provided that the lessee shall 
be subject to all the conditions of the Act not expressly waived in the license to 
the same extent as though he were the licensee. 

(C) The time specified in the license for Project No. 1520 for completion of 
construction of the project is hereby extended to and including September 30, 
1955. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance by Basil 
Robinson of the terms and conditions of the license for Project No. 1520. In 
acknowledgment of such acceptance, this instrument shall be signed by Basil 
Robinson, the lessee, and returned to the Commission within 60 days from the 
date of issuance of this order. 


Findings and orders issuing certificates of public convenience and necessity 
Texas Gas Transmission Corp. ; Shelbyville Gas Co. 
Docket Nos. G-2170, G—2201 
February 11, 1954* 


Texas Gas Transmission Corporation (Texas Gas), a Delaware corporation 
having its principal place of business in Owensboro, Kentucky, filed an appli- 
cation on May 11, 1953, as supplemented August 7, 1953, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of a metering station and appurtenant 
equipment on its 26-inch pipeline at a point near Middletown, Kentucky, and 
the delivery and sale of natural gas for resale by means of said facilities to 
Shelbyville Gas Company (Shelbyville) in maximum daily volumes of 1,058 
Mcef at 14.73 psia. 

Shelbyville, a Delaware corporation having its principal place of business in 
Shelbyville, Kentucky, filed an application on June 25, 1953, as supplemented 
August 17, September 14 and October 19, 1953, for a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of a 4-inch pipeline, approximately 15 miles in 
length, from a point of connection with the metering station proposed by Texas 
Gas in Docket No. G—2170 to the City of Shelbyville, Kentucky, for the purpose 
of transporting gas purchased from Texas Gas for sale at retail in Shelbyville 
and along the route of the proposed pipeline. The cost of Shelbyville’s proposed 
facilities is estimated at $240,500, to be financed by the sale of $170,000 principal 
amount of bonds, and preferred and common stock in the amount of $88,200. 
Shelbyville now distributes propane-air gas in the City of Shelbyville. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
February 4, 1954, respecting the matters involved and the issues presented by 
the applications. No protest to the granting of the application in Docket 
No. G-—2201 has been received, but a petition to intervene in Docket No. G-2170 
was filed by Memphis Light, Gas & Water Division, City of Memphis, Tennessee 


*Certificate amended by order issued December 7, 1954, infra, p. 1554. 
468918—61 54 
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(Memphis), on July 27, 1953, and Memphis was permitted to intervene by order 
issued August 27, 1953. Memphis has not formally withdrawn its intervention 
in Docket No. G—2170, although it has indicated through letters filed in Jn the 
Matter of Texas Gas Transmission Corporation, Docket No. G—2225, order issued 
November 30, 1953, 12 F. P. C. 1408, wherein its basis for intervention was identi- 
eal to that in Docket No. G-—2170, that its objections to the applications in both 
Docket Nos. G—2225 and G-—2170 had been removed by the filing of certain sup- 
plemental computations by Texas Gas. Memphis has not objected to the order 
setting the above-entitled proceeding for hearing under the shortened procedure 
and did not appear at the hearing. 

The Commission finds: 

(1) Texas Gas, a Delaware corporation with its principal place of business at 
Owensboro, Kentucky, is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its Order of March 30, 1949, in Docket No. G—859, 8 F. P. C. 190. 

(2) The facilities hereinbefore described, and as more fully described in the 
application in Docket No. G—2170, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Texas Gas’ existing pipeline system, and the 
construction and operation thereof by Texas Gas are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Texas Gas is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Texas Gas 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Shelbyville, a Delaware corporation having its principal place of business 
in Shelbyville, Kentucky, upon construction and operation of the proposed 
facilities hereinbefore described, will be engaged in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
will, therefore, be a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(6) The facilities hereinbefore described, and as more fully described in the 
application in Docket No. G—2201 as supplemented, are proposed to be used in 
the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by 
Shelbyville are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(7) Shelbyville is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(8) The proposed construction and operation of the facilities by Shelbyville 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(9) Texas Gas and Shelbyville, having requested the omission of the inter- 
mediate decision procedure, and all the requirements of the provisions of Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Pro- 
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cedure having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant consolidated proceeding. 

(10) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ii), (8) (iii), (3) 
(iv), and (5) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure (18 CFR 157.20) should attach to the certificates hereinafter issued 
Texas Gas and Shelbyville, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at nine (9) 
months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) Texas Gas shall deliver and sell no more than 1,058 Mcf of gas a day 
to Shelbyville until otherwise authorized by order of the Commission. 

(C) Said certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Texas Gas, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv) and (5) of Section 157.20 
of the Commission's Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation by Texas Gas, as provided by para- 
graph (2) of Section 157.20 of the Commission’s Rules of Practice and Pro- 
cedure, is hereby fixed at 9 months from the date on which this order issues. 

(E) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Shelbyville to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, as supplemented, and the exhibits appended thereto, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(F) Said certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Shelbyville, and the general terms and conditions set forth 
in paragraphs (1), (2), (8) (i), (3) (iii), (8) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (D) hereof, and to the exercise 
of the rights granted thereunder. 

(G) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation by Shelbyville, as provided by para- 
graph (2), of Section 157.20 of the Commission’s Rules of Practice and Pro- 
cedure, is hereby fixed at nine (9) months from the date on which this order 
issues. 


(H) Shelbyville shall submit to the Commission, within 60 days after issu- 
ance of the order herein, the ultimate plan of financing its proposed construction 
program in accordance with its latest proposal filed on October 19, 1953, to- 
gether with firm commitments, satisfactory to the Commission, which will pro- 
vide the required funds to meet the cost of constructing the facilities proposed. 
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Findings and order issuing certificate of public convenience and necessity 
Michigan-Wisconsin Pipe Line Co. 
Docket No. G—2213 


February 11, 1954 


Michigan-Wisconsin Pipe Line Company (Applicant), a Delaware corporation, 
with its principal place of business at Detroit, Michigan, on July 15, 1953, filed 
an application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing the operation of an additional 
1,600-horsepower compressor unit at its Compressor Station No. 5, located in Pot- 
tawatomie County, Kansas. 

The additional compressor unit at Station No. 5 appears necessary to assure 
the continuity of service to Applicant’s customers, and will not increase the 
designed capacity of Applicant’s system as heretofore authorized by the Com- 
mission. 

The estimated cost of the compressor unit is $267,506, which will be financed 
out of Applicant’s funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Michigan-Wisconsin Pipe Line Company, a Delaware corporation, having 
its principal place of business at Detroit, Michigan, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order issued December 19, 1950 in Docket 
No. G-1497, 9 FPC 1347. 

(2) The additional compressor unit, hereinbefore described. is proposed to be 
used in the transportation and sale for resale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission as an integral part of Ap- 
plicant’s existing pipeline system, and the operation thereof by Applicant is sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission to forthwith render its final 
decision in the instant proceeding. 

(5) The proposed operation of the additional compressor unit by Applicant 
is required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in Paragraphs (1) and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued and to the ex- 
ercise of the rights granted thereunder. In addition, our order herein will be 
further conditioned to require Applicant within 6 months from the date of is- 
suance of said order to file a statement showing the actual cost of labor, mate- 
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rials, engineering inspection overhead, interest during construction and all other 
items of cost relied upon by Applicant in relation to the certificate issued herein. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Michigan-Wisconsin Pipe Line Company to operate an 
additional 1,600-horsepower compressor unit at its Compressor Station No. 5, 
located in Pottawatomie County, Kansas, all as more fully described in the ap- 
plication in this proceeding, for the transportation and sale for resale of natural 
gas, subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs 1 and 5 of Section 157.20 of the Commission’s Rules and Regula- 
tions, including the Rules of Practice and Procedure (18 CFR 157.20) shall 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. In addition, Applicant shall, within 6 months from the 
date of issuance of our order herein, file a statement showing the actual cost of 
labor, materials, engineering inspection overhead, interest during construction, 
and all other items of cost relied upon by Applicant in relation to the certificate 
issued herein. 


Findings and order directing physical connection of facilities and sale of natural 
gas 


Northwest Alabama Gas District 
Docket No. G—2229 


February 11, 1954 


Northwest Alabama Gas District (District), duly organized and existing 
under the laws of the State of Alabama, filed on August 14, 1953, an application, 
pursuant to Section 7 (a) of the Natural Gas Act, for an order directing Southern 
Natural Gas Company (Southern) to establish physical connection with its 
proposed facilities and to sell natural gas to it. 

The District is comprised of six member communities in northwestern Alabama. 
The communities are Guin, Hackleburg, Haleyville, Hamilton, Sulligent, and 
Winfield. The District is authorized to own and operate natural gas distribution 
systems in the member communities and is also authorized, through franchise, to 
own and operate natural-gas distribution systems within the municipalities of 
Bear Creek and Boston, Alabama, and proposes to serve the unincorporated 
community of Brilliant, Alabama. 

The District included in its application a request for gas to serve the require- 
ments of the City of Fayette, Alabama, which had itself made application for an 
order against Southern pursuant to Section 7 (a) in Docket No. G—2188. 

On September 18, 1953, the City of Fayette petitioned to intervene in these 
proceedings and was granted that permission by order of the Commission issued 
November 138, 1953. 

Pursuant to the order of the Commission issued October 27, 1953, these pro- 
ceedings herein were consolidated for the purpose of hearing with the proceedings 
involving the Town of DeKalb, Mississippi, Docket No. G-2231, Mississippi Valley 
Gas Company, Docket No. G—2232, and the City of Villa Rica, Georgia, Docket No. 
G-2242. Hearing on the consolidated proceedings commenced on November 16, 
1953, and concluded on November 18, 1953. By order of the Commission issued 
December 4, 1953, the intermediate decision procedure was omitted. 
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By order of the Commission issued January 4, 1954, the record in this docket 
was reopened for the reception of further evidence. The reopened hearing was 
held on January 18, 1954. At the reopened hearing, the City of Fayette adopted 
the evidence as to the project feasibility previously adduced by the District and 
joined in the application in Docket No. G—2229 requesting a separate allocation 
of gas to it by Southern. 

The District proposes to construct and operate a Y-shaped transmission system 
connecting with the transmission pipeline of Southern near Moore’s Bridge, 
Alabama. From that point of connection to the Fayette city gate, the District 
and Fayette propose joint ownership of the transmission facilities, consisting 
of 20.3 miles of 10-inch pipeline. From there, the District would construct its 
own facilities to Winfield, and thence in two branches, one to Boston, Brilliant, 
Haleyville, Bear Creek, and Hackleburg, the other to Guin, where there would 
be a further subdivision, one line extending to Sulligent, the other to Hamilton. 
The District will sell gas at retail in these communities and will transport gas 
for Fayette, which gas the latter will purchase from Southern and distribute 
in Fayette. 


The estimated combined annual requirements of the District and Fayette are 
as follows: 





Annual requirements (Mcf) 


| | 
2d year 3d year | 5th year 10th year | 30th yee 


Domestic_- . ekeuee : oie 240, 525 297, 178 436, 110 75, 36 639, 795 
Commercial...............- ‘ a 81, 440 | 94, 690 130, 550 55, 19 208, 605 
PUB hase ingne cc cccbounss 197, 700 213, 800 241, 700 255, 315, 000 


Total sales_._..-- a sonnel 519, 665 | 605, 668 808, 360 886, 250 1, 163, 400 





The corresponding estimated peak day sales are as follows: 





Peak day demand (Mcf) 


| 


| 
2d year | 3d year 5th year 10th year | 30th year 


Domestic_- ate = wan ensennont 2, 833 | 3,112 3, 652 3, 983 | 5, 327 
Commercial. 7 912 | r | 1, 324 1, 533 1, 976 
eee mel 1,048 1, 454 | 1, 568 1, 726 


I satis ticecenactccnanicts . 5, 331 | 6, 430 7, 084 9, 029 


Included in the above peak day figures are Fayette’s total peak day demands, 
estimated as follows: 


: 
2d year 3d year | 5th year 10th year | 30th year 


| 


Rc eed ss 1,079 | 1, 190 | 1, 336 | 1, 578 2, 108 


Applicants estimate the total cost of the project, not including the distribution 
facilities for Fayette nor Fayette’s share in the joint facilities ($233,000), to be 
$3,536,000. The District proposes to issue 30-year gas revenue bonds bearing 
interest at the rate of 5 percent per annum to cover its total investment cost. 

The estimated cost of the distribution system of Fayette, plus its share of the 
joint facilities from Southern’s transmission line to the Fayette city gate, is 
$603,000, which is to be financed by the issuance of 30-year gas revenue bonds 
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bearing a 5 percent interest rate. Fayette also will pay to the District $2,500 
per year as its share for the operation and maintenance expense of the joint 
facilities. 

Southern indicated that it is able and willing to serve the estimated require- 
ments of the District and Fayette, and that it has the capacity available to serve 
their estimated third-year requirements. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business in Birmingham, Alabama, Owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Texas, Louisiana, Mississippi, Alabama, and Georgia, and by such operations 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
October 6, 1942, in Docket No. G—296, 3 F. P. C. 822. 

(2) Northwest Alabama Gas District is a public corporation organized under 
the laws of the State of Alabama and is legally authorized to engage in the 
local distribution of natural gas. 

(3) The City of Fayette, Alabama, a municipal corporation, is legally author- 
ized to engage in the local distribution of natural gas. 

(4) It is necessary and desirable in the public interest to direct Southern 
to establish physical connection of its transmission facilities with the joint 
facilities proposed to be constructed and operated by the District, and to sell to 
the District and to Fayette the natural gas requirements of each, subject to 
Southern’s appropriate rate schedules on file with the Commission. 

(5) The requirement that Southern serve the District and Fayette as proposed 
will not place an undue burden upon Southern nor require Southern to enlarge 
its transportation facilities for such purpose, nor impair its ability to render 
adequate service to its customers. 

The Commission orders: 

(A) Southern Natural Gas Company be and it is hereby directed to establish 
physical connection of its transmission facilities at a point on its transmission 
line near Moore’s Bridge, Alabama, with the proposed joint pipeline facilities 
of the District and Fayette, together with such metering, regulating and appur- 
tenant facilities as may be necessary to render the service applied for herein, 
and to deliver such volumes of natural gas as may be required by the District 
and Fayette, pursuant to Southern’s appropriate rate schedules on file with the 
Commission. 

(B) The District and Fayette shall be prepared to receive the natural gas serv- 
ice ordered herein on or before October 31, 1955. 

(C) Southern shall report to the Commission, in writing and under oath, the 
date of commencement of service to Applicant. 


Findings and order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 
Docket No. G—2267 


February 11, 1954 


Transcontinental Gas Pipe Line Corporation, Applicant, a Delaware corpora- 
tion, having its principal place of business at Houston, Texas, on October 6, 
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1953, filed an application, and an amendment thereto on February 3, 1954, for 
a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of approximately 
2,160 feet of 12-inch pipeline extending from a point on its Marcus Hook lateral 
in Pennsylvania to the Delaware-Pennsylvania State line, where the line will 
connect with a transmission line of Delaware Power & Light Company, together 
with a meter and regulator station at or near the point of interconnection of 
the proposed 12-inch pipeline with Applicant’s Marcus Hook lateral. 

The proposed facilities will enable Applicant to deliver natural gas to the 
Delaware Power & Light Company as authorized by the Commission by its order 
issued December 11, 1953, In the Matter of Transcontinental Gas Pipe Line Cor- 
poration, et al., Docket No. G-1277, 12 F. P. C. 421. 

The estimated cost of the proposed facilities is $58,764. The record discloses 
that the Delaware Power & Light Company will pay to Applicant the cost of the 
12-inch pipeline, and no new financing will be necessary for the construction of 
the proposed facilities by Applicant. Furthermore, Delaware Power & Light 
Company will reimburse Applicant for costs incurred as the result of Applicant’s 
operation and maintenance of the transmission pipe line, above referred to. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 5, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, 
having its principal place of business at Houston, Texas, is engaged in the 
transportation of natural gas in interstate commerce and the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
therefore is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission In the Matter of Transcontinental 
Gas Pipe Line Corporation, Docket No. G-1277 (FPC Opinions Nos. 191 and 
202). 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the construction and opera- 
tion thereof by Applicant are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The construction and operation of the facilities proposed by Applicant, 
as set forth in the application herein, as amended, are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including 
the Rules of Practice and Procedure (18 CFR 157.20) should attach to the 
certificate hereinafter issued, and to the exercise of the rights granted there- 
under, and that the construction of facilities authorized by this order shall 
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be completed and such facilities placed in actual operation on or before 
April 1, 1954. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transcontinental Gas Pipe Line Corporation to con- 
struct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, as amended, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The certificate issued by this order and the exercise of the rights granted 
thereunder are upon the express condition that, with respect to the facilities 
herein involved, (1) Delaware Power & Light Company reimburse Transcon- 
tinental for the full cost of construction of the 2,160 ft. of 12-inch pipe line 
herein referred to, and (2) Transcontinental shall file a rate schedule, on or 
before April 1, 1954, satisfactory to the Commission, providing a charge to 
Delaware Power & Light Company to compensate Transcontinental for the 
operation and maintenance of said pipe line. 

(C) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(D) The facilities hereby authorized shall be constructed and placed in 
actual operation on or before April 1, 1954. 


Findings and order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—-2294 


February 11, 1954 


Algonquin Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, on October 26, 
1953, filed an application for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, and on December 7, 1953, filed 
an amendment to such application, requesting authorization for the construction 
and operation of 2,500 feet of 4-inch lateral pipeline and a proposed metering 
station at Suffern, New York, together with regulating and measuring facilities 
connecting its existing transmission line with the existing facilities of Rockland 
Light and Power Co. (Rockland) for the delivery of a maximum of 5000 Mcf of 
firm gas per day to Rockland, as described in the application and amendment 
thereto, on file with the Commission, and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 5, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. Temporary 
authorization was issued to Applicant on December 18, 1953. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, a Delaware corporation having 
its principal place of business in Boston, Massachusetts, is engaged in the trans- 
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portation and sale in interstate commerce of natural gas for resale for ultimace 
public consumption, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission Jn the 
Matter of Algonquin Gas Transmission Company, Opinion No. 206 at Docket 
No. G-1319. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
actual operation should be fixed at 3 months from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Algonquin Gas Transmission Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
3 months from the date on which this order issues. 

(D) Deliveries by Applicant to Rockland Light and Power Company shall 
not exceed 5,000 Mcf per day. 

(E) Applicant shall charge Rockland Light and Power Company initially 
under its filed Rate Schedule F-1 for the service authorized herein. 
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Findings and order issuing certificate of public convenience and necessity 








Pennsylvania Gas Co. 
Docket No. G—2326 
February 11, 1954 


Pennsylvania Gas Company (Applicant), a Pennsylvania corporation with its 
principal place of business in the Borough of Warren, Pennsylvania, filed, on 
December 7, 1953, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of 12.5 miles of 6-inch transmission line from a point on 
its existing transmission line near Phillipsville, Pennsylvania, to North East, 
Pennsylvania, and four new 440 H. P. gas engine-driven compressor units to 
replace two 1,200 H. P. steam-driven units at Applicant’s Roystone Compressor 
Station, for the transportation and sale of natural gas subject to the jurisdiction 
of the Commission, as described in the application on file with the Commission, 
and open to public inspection. 

The facilities herein involved will enable Applicant to supply the present and 
reasonably foreseeable demands of Applicant’s customers in the area of North 
East and to maintain service during a period of highway construction. The 
estimated cost of the additional facilities is $545,000.00 which is proposed to be 
financed with funds available from current operations. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 5, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Pennsylvania Gas Company, a Pennsylvania corporation having its prin- 
cipal place of business in the Borough of Warren, Pennsylvania, is engaged in 
the transportation and sale in interstate commerce of natural gas for resale for 
ultimate pubiic consumption, and is therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order dated November 10, 1942, at Docket No. G-370. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 


(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), amd (5) 
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of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
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157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at eight months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Pennsylvania Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be construed 
and placed in actual operation as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at eight 
months from the date on which this order issues. 


Order approving and directing accounting adjustments and amending prior order 
Atlantic City Electric Co. 
Docket No. IT-5758 


February 11, 1954 


By application filed January 6, 1954, Atlantic City Electric Company (Appli- 
cant) seeks approval by the Commission of its proposal to transfer, by appropri- 
ate accounting entries in the company’s books, the amount of $836,619.51 from 
Account 250, Reserve for Depreciation of Electric Plant, to Account 270, Capital 
Surplus. 

On October 31, 1942, Applicant filed reclassification and original cost studies 
of its electric plant, as of January 31, 1942, which showed balances in its 
plant accounts aggregating $48,177,976.36 and a balance in Account 250, Reserve 
for Depreciation of Electric Plant, of $9,156,450.28. 

Thereafter, pursuant to the Commission’s order entered December 7, 1948, 
4 F. P. C. 447, in Docket No. IT-5758, the Applicant removed from its plant 
accounts the amount of $4,339,157.55, representing excesses of recorded cost 
over original cost and certain unrecorded property retirements, by charges to 
the following accounts: 


Account 271, Earned Surplus $1, 687, 271. 11 
Account 250, Reserve for Depreciation of Electric Plant (Net) -—- (41, 900. 48) 
Account 144, Retirement Work in Progress 193, 786. 92 
Account 258, Reserve for Possible Plant Adjustments’ 


4, 339, 157. 55 
1 The balance in Account 258, which was exhausted by this charge, arose through appro- 
priation of a capital contribution of $2,500,000 made to Applicant by its parent, American 
Gas and Electric Company, for the purpose of absorbing plant adjustments. 
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After consummation of these adjustments, Applicant’s electric plant was stated 
at $44,032,605.73 and its depreciation reserve at $9,198,350.76. 

Applicant now requests that the Commission’s order entered December 7, 
1943, referred to above, be amended in such manner as to approve an additional 
charge of $836,619.51 to Account 250, Reserve for Depreciation of Electric 
Plant, and to reduce the charge to Account 258, Reserve for Possible Plant 
Adjustments, by a corresponding amount. Applicant further requests that it 
be authorized to transfer the resulting balance in Account 258 to Account 270, 
Capital Surplus. 

In support of its proposals Applicant asserts that the charge originally 
directed to be made to its depreciation reserve should have been $836,619.51 
greater in order that recognition be given to accruals of depreciation on the 
plant acquisition adjustments and plant adjustments theretofore included in 
the plant accounts. Applicant further alleges that the inadequacy of that 
charge to the depreciation reserve has contributed to an excessive reserve in 
relation to plant. 

Staff review of data assembled in the course of field examination of Atlantic’s 
reclassification and original cost studies has shown that the accounting treat- 
ment prescribed by the Commission in its order of December 7, 1943, resulted 
in the retention of $836,619.51 in the depreciation reserve, representing prior 
provision for the retirement of an equivalent part of the $2,500,000 of plant 
adjustments charged to the Reserve for Possible Plant Adjustments. Such 
review has further shown that the proposed modification of the previously 
prescribed accounting treatment to provide for the disposition of the amount 
$836,619.51 heretofore retained in the depreciation reserve would not reduce 
the resulting depreciation reserve ratio as of the date of consummation of the 
adjustments below that previously obtaining, and would not otherwise impair 
Atlantic’s reserve position. 

On January 13, 1954, the New Jersey Board of Public Utility Commissioners 
adopted an order, on a corresponding application, under which the same changes 
would be made in the charges to the depreciation reserve and capital surplus. 

The Commission finds: 

Modification, as hereinafter provided, of the charge to the depreciation reserve 
approved and directed by the order of December 7, 1943, is a correction which 
is in accordance with generally accepted principles and practices of accounting, 
and the accounting treatment approved and directed by that order as hereinafter 


modified is reasonable and appropriate for the purposes of the Federal Power 
Act. 


The Commission orders: 
(A) The Commission’s order of December 7, 1943, in Docket No. IT-5758, 
be and it hereby is modified and amended to provide, in lieu of the several 
charges to Account 250, Reserve for Depreciation of Electric Plant, and to Ac- 
count 258, Reserve for Possible Plant Adjustments, therein approved and 
directed, the following net charges: 






Account 250, Reserve for Depreciation of Electric Plant.__._____ $794, 719. 03 
Account 258, Reserve for Possible Plant Adjustments_......_-~- 1, 663, 380. 49 


(B) The transfer by Atlantic of the resulting balance of $836,619.51 in its 
Account 258, Reserve for Possible Plant Adjustments, to Account 270, Capital 
Surplus, be and it hereby is approved and directed. 

(C) Atlantic shall submit, within 30 days from the date of this order, two 
certified copies of the accounting entries giving effect to the adjustments herein 
approved and directed. 
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Order approving exhibits and prescribing unnual charges 
Idaho Power Co. 
Project No. 2055 
February 15, 1954 


In compliance with paragraph (C) (38) of its license for Project No. 2055, 
Idaho Power Company, licensee, filed application on May 16, 1952, for Com- 
mission approval of Exhibits F, J, K, and M pertaining to the 138-kv trans- 
mission lines between the project and Caldwell and Mountain Home, Idaho. 

In reporting on the application, the Secretary of the Interior recommended 
inclusion in any revision of the license conditions providing for wheeling power 
over the project transmission lines, joint use of the public lands crossed by the 
lines by roads, pipelines, ditches, etc., and for the continuation of land conserva- 
tion practices. 

Following an exchange of views between the Secretary and the licensee relating 
to the Secretary’s recommended conditions, the latter concluded that the wheel- 
ing condition would not be required. The two remaining conditions recom- 
mended by the Secretary are included in the license revised substantially as 
recommended. 

The effects of approving Exhibit K-2 (FPC Nos. 2055-15 and —16), detailed 
maps showing transmission lines, would be to establish the area of lands of 
the United States used for transmission-line right-of-way only, and to fix and 
specify in the license the amount of the annual charges for Project No. 2055 
for the use, occupancy, and enjoyment of its lands for transmission line 
purposes only. 

The Commission finds: 

(1) Exhibits J-2 (FPC No. 2055-14), K-2 (FPC Nos. 2055-15 and -16), with 
minor corrections to the tracings thereof by the staff with written permission of 
the licensee, and Exhibit M-2, conform to the Commission's rules and regulations. 

(2) Paragraphs (a) and (b) and paragraph (c) (4) (iii) of the license for 
Project No. 2055 should reflect the changes shown in the approved exhibits, as 
hereinafter provided. 

(8) The license for the project should be further revised to include the two 
additional conditions substantially as recommended by the Secretary of the 
Interior. 

(4) The amount of annual charges hereinafter specified in paragraph (C) (4) 
(iii) of the license for the purpose of recompensing the United States for the use, 
occupancy, and enjoyment of its lands, is reasonable. 

The Commission orders: 

(A) The exhibits described in finding (1) above are hereby approved as part 
of the license for Project No. 2055. 


(B) Paragraphs (a) and (b) of the license for the project are hereby revised 
to read as follows: 


(a) All lands constituting the project area and enclosed by the project boundary 
or the limits of which are otherwise defined and/or interest in such lands neces- 
sary or appropriate for the purpose of the project, whether such lands or interest 
therein are owned or held by the applicant or by the United States ; the location of 
such project area and project boundary, being more specifically shown and de- 
scribed by certain exhibits which formed part of the applications for license or 
amendment thereof and which are designated and described as follows: 

Erhibit J: (FPC No. 2055-2) General map of project area. 
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Exhibit J-2: (FPC No. 2055-14) General map of transmission lines revised in 
the Commission November 12, 1953. 

Erhibit K: Sheets 1 to 5 inclusive (FPC Nos. 2055-3 to -7 inclusive) Detailed 
maps showing reservoir area. 

Erhibit K-2: Sheets 1 and 2 (FPC No. 2055-15 and -16) Detailed maps show- 
ing transmission lines, revised in the Commission November 12, 1953. 

(b) Principal structures, comprising an earth dam about 120 feet in maximum 
height, with reinforced concrete gated spillway section located at the Hopkins 
Ferry site about 1 mile downstream from the mouth of Bruneau River, creating a 
reservoir extending upstream about 32 miles and having an area of approxi- 
mately 7,500 acres at elevation 2,455 feet at the dam; an intake structure; three 
steel penstocks, each about 300 feet in length; a reinforced concrete powerhouse 
containing three 38,000-horsepower turbines connected to three 27,500-kilowatt 
generators; transformers and switching structures ; two 138-kilovolt transmission 
lines, one extending approximately 74 miles northwesterly to Caldwell, Idaho, 
and the other extending 31 miles northeasterly to Mountain Home, Idaho; and 
appurtenant facilities; the location, nature, and character of which are more 
specifically shown and described by the exhibits hereinbefore cited and by certain 
other exhibits which also formed part of the applications for license or amend- 
ment thereof and which are designated and described as follows: 

Exhibit L: Plans in five sheets comprising: Sheet 1 (FPC No. 2055-8)— 
General Plan; Sheet 2A (FPC No. 2055-13)—Sections Through Power House & 
Dam; Sheet 2 (FPC No, 2055-12)—Spillway Section & Downstream Elevation ; 
Sheet 38 (FPC No. 2055-10)—Power House Plans & Sections; Sheet 4 (FPC No. 
2055-11)—One Line Wiring Diagram. 

Exhibit M: A statement in one sheet entitled “General Description and Specifi- 
cations of Equipment”. 

Erhibit M-2: A statement in one sheet entitled “General Description and 
Specification of Transmission Lines”, filed May 22, 1952. 

(C) Paragraph (C) (4) (iii) of the license for the project is hereby revised to 
read as follows: 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used for transmission-line purposes only, 
$246.04. 

(D) The license for the project is hereby revised to eliminate therefrom 
paragraph (C) (3). 

(E) The license for the project is hereby further revised to include therein 
the following additional articles: 

Article 28. The licensee shall initiate and continue such land conservation 
practices on the right-of-way across lands of the United States occupied by the 
transmission lines as may be prescribed by the Commission upon the recommenda- 
tion of the Secretary of the Interior. 

Article 29. The Licensee hereby releases the United States from all damages 
or claims for damages which may result from the construction, operation or main- 
tenance by the United States, on lands of the United States occupied by the 
project transmission lines of such roads, pipelines, ditches, canals or other 
irrigation works, power works, or telegraph, telephone, electric transmission or 
distribution lines and shall at its own expense make such reasonable alterations 
of its transmission lines and appurtenant structures and works to accommodate 
such works of the United States as may be requested by the Commission upon 
the recommendation of the Secretary of the Interior. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
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Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 


OrpER No. 169 
Amending section 1.26 of Rules of Practice and Procedure 


Amendment of Part I of the Federal Power Commission’s Rules of 
Practice and Procedure 


Docket No. R-134 


February 15, 1954 


The Commission has under consideration in this proceeding the amendment 
of Sec. 1.26 of Part I of its General Rules and Regulations (18 CFR, Chapter I, 
Subchapter A, Part I) by adding a new sub-paragraph relating to the receipt 
of public documents in evidence. 

Sub-paragraph (c) (2) of the above-designated section, which permits the 
receipt in evidence of certain documentary material by reference, provides the 
only exception to the requirement that all documentary evidence in a hearing 
must be produced and marked for identification. The exception relates only to 
such reports or other documents as may be “on file with the Commission”, i. e., 
only such reports or other documents that are a part of the material in the 
Commission’s files, 

The sub-paragraph in question does not except published reports, documents 
or other official governmental publications regularly consulted as sources of 
basic facts but which are not part of the Commission’s official files, such as 
United States Geological Survey Water Supply Papers, Weather Bureau Sta- 
tistics, and United States Army Engineers’ “308 Reports.” 

It appears that enlargement of the scope of the exception set forth in sub-para- 
graph (c) (2) would be of considerable benefit to hearings in progress if a suitable 
amendment of Sec. 1.26 is made effective at once. 

In the circumstances herein recited, it is in the public interest to amend 
Sec. 1.26 of the Rules of Practice and Procedure to permit the incorporation of 
such reports and documents or parts thereof into the record as “public docu- 
ment items” without the usual requirement of copies when it has been established 
that the document in question is accessible to the public generally. 

It appears also that the proposed amendment represents a matter of proce- 
dure which does not require notice or hearing under Section 4 (a) of the Ad- 
ministrative Procedure Act. 

The Commission finds: 

The following proposed amendment is necessary and appropriate for the 
purposes of the Federal Power Act. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, particularly Sections 308 and 309 (49 Stat. 858, 16 U. S. C. 825g, 825h), 
and the Natural Gas Act, particularly Sections 15 and 16 (52 Stat. 833, 15 
U.S. C. 7170) orders: 

(A) Sec. 1.26 (c) (2) of the Rules of Practice and Procedure be redesig- 
nated at Sec. 1.26 (c) (2) (i), and a new sub-paragraph added as follows: 

(ii) Public document items. Whenever there is offered in evidence (in whole 
or in part) a public document, such as an official report, decision, opinion, or 
published scientific or economic statistical data issued by any of the executive 
Ibepartments (or their subdivisions), legislative agencies or committees, or ad- 
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ministrative agencies of the Federal Government (including Government-owned 
corporations), or a similar document issued by a State or its agencies, and such 
document (or part thereof) has been shown by the offerer to be reasonably 
available to the public, such document need not be produced or marked for 
identification, but may be offered in evidence as a public document item by 
specifying the document or relevant part thereof without regard to the require- 
ments of Sec. 1.26 (c) (5). 

(B) The added sub-paragraph of Sec. 1.26 herein prescribed be and it is hereby 
made effective from and after its date of publication in the Federal Register. 


Order approving maintenance of permanent connection for emergency use only 
Columbia-Southern Chemical Corp. 
Docket No. E-6406 


February 18, 1954 


Columbia-Southern Chemical Corporation (Applicant), by application filed 
January 6, 1954, pursuant to Section 202 (d) of the Federal Power Act, re- 
quested authorization to maintain and use a permanent connection for emergency 
use only between its facilities and those of Gulf States Utilities Company (Gulf 
States) at Westlake, Louisiana, without Applicant, on account of the main- 
tenance and use of such connection becoming subject to the jurisdiction of the 
Commission. 

The application shows Applicant to be incorporated under the laws of the 
State of Delaware and the operator of certain generation facilities located in 
a chemical manufacturing plant at Westlake, Louisiana, which it operates 
under a leasing arrangement with the General Services Administration, the 
present owner thereof. 

Gulf States, incorporated under the laws of the State of Texas, with its prin- 
cipal business office in Beaumont, Texas, is engaged in the generation, trans- 
mission, distribution and sale of electric energy in the States of Texas and 
Louisiana and owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy in interstate commerce and is a “public 
utility,” as heretofore determined and set forth in the Commission’s order en- 
tered October 9, 1947, In the Matter of Gulf States Utilities Company, Docket 
No. IT-6081, 6 FPC 958, within the meaning of that term as used in the Fed- 
eral Power Act. 

The permanent connection for emergency use only which Applicant here pro- 
poses to maintain and use is to consist of a tie between the generation facili- 
ties operated by Applicant in conjunction with the aforementioned chemical 
plant and the 69-kv transmission system of Gulf States. This interconnection 
is to be comprised, for most part, of those facilities, presently in place, which 
comprised the interconnection heretofore approved by Commission order issued 
March 12, 1952, in the above docket, including, among other things, approxi- 
mately 1,100 feet of 13.8 kv multiple overhead cables; a 15,000 kva 13.8—66 
kv transformer bank; a regulating transformer and controls; metering equip- 
ment; switchgear; and approximately 1,100 feet of 69—kv suspension type line 
between Applicant’s substation and the transmission system of Gulf States. 

It is proposed that the interconnection will be maintained with the switches 
normally open, to be closed only upon the occurrence of an emergency at Ap- 
plicant’s plant or on Gulf States’ system. Upon such an occurrence, an inter- 


468918—61——_55 












826 FEDERAL POWER COMMISSION 


change of up 15,000 kw may be made in either direction over the proposed 
connection. 


The Commission finds: 

(1) The facilities, other than the proposed interconnection, which applicant 
owns and operates may not include facilities for the transmission or sale at 
wholesale of electric energy in interstate commerce and the Applicant, accord- 
ingly, may not be a public utility within the meaning of Section 201 of the Act. 

(2) The proposed interconnection will be a permanent connection for emer- 
gency use only within the meaning of Section 202 (d) of the Act. 

(3) Maintenance and use of such interconnection may involve the transmission 
or sale at wholesale of electric energy in interstate commerce within the meaning 
of Section 201 of the Act. 

(4) The maintenance and use of the interconnection as hereinafter approved, 
will serve the emergency needs of Applicant and Gulf States and be desirable in 
the public interest as expressed in the Act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connection for emergency 
use only, as the term “emergency” is defined in Section 32.20 of the Commission’s 
General Rules and Regulations, is hereby approved and shall not affect the status 
of the Applicant under the Act. 

(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Applicant shall report each use of the connection to the Commission in 


accordance with Section 32.23 of the Commission’s General Rules and Regulations 
under the Act. 


Findings and order issuing certificates of public convenience and necessity 


The Connecticut Gas Co. ; The Hartford Gas Co. 
Docket Nos. G—2093; G—2226 
February 19, 1954 


The Connecticut Gas Company (Connecticut Gas) filed an application on 
November 24, 1952, and supplement thereto on October 22, 1953, for a certificate 
of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the operation of: 

(i) A 12 and 16-inch pipeline about 38.2 miles long extending from New Haven 
to Hartford, Connecticut. 

(ii) An 8 and 12-inch branch line extending about 2.3 miles from the New 
Haven-Hartford pipeline to Meriden, Connecticut. 

(iii) A 6 and 10-inch branch line extending about 9.6 miles from the New 
Haven-Hartford pipeline to Middletown, Connecticut. 

(iv) An 8-inch branch line extending 11 miles from the New Haven-Hartford 
pipeline to Bristol, Connecticut. 

(v) A 6-inch line extending 5 miles from a connection with The Hartford 
Gas Company at Manchester to Rockville, Connecticut. 

(vi) A 6 and 8-inch line extending 4.3 miles from The Hartford Gas Company’s 
Front Street Station in Hartford to Windsor, Connecticut. 

(vii) Miscellaneous measuring, regulating, and appurtenant equipment for 
the sale of mixed gas to Connecticut Light and Power Company, New Haven 
Gas Light Company, New Britain Gas Light Company, Wallingford Gas Light 
Company and for the transportation of gas for The Hartford Gas Company. 
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The Hartford Gas Company (Hartford Gas) filed an application on August 
12, 1953, for a certificate of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, authorizing the operation of : 

(i) A 16-inch transmission main extending 3 miles from its Front Street 
Station at Hartford, Connecticut, to a connection with Connecticut Gas near 
West Hartford (at the Madison Avenue Holder Station of Hartford Gas). 

(ii) A 12-inch line 3.1 miles in length extending from its Front Street Station 
to a connection with Algonquin Gas Transmission Company (Algonquin) at 
Wethersfield, Connecticut. 

(iii) A line approximately 15.5 miles long, ranging in size from 6 to 12 inches, 
extending from its Front Street Station to a point of connection with Connecticut 
Gas in northeast Manchester, Connecticut. 

(iv) Miscellaneous measuring, regulating and appurtenant equipment for the 
transportation of mixed and natural gas for Connecticut Gas. 

Connecticut Gas proposes to transport 660 Btu mixed gas (derived in its 
New Haven mixing plant from coke oven gas and natural gas purchased from 
Algonquin) through its New Haven-Hartford line for its own account and for 
the account of Hartford Gas. From this same pipeline it also proposes to sell 
a portion of the mixed gas to its parent, Connecticut Light and Power Company, 
for resale in Meriden, Middletown and Bristol, Connecticut, and to New Haven 
Gas Light Company, New Britain Gas Light Company and Wallingford Gas 
Light Company for resale to approximately 700 consumers of the latter companies 
attached directly to the transmission line of Connecticut Gas. 

Hartford Gas proposes to receive the 660 Btu mixed gas owned by itself 
and Connecticut Gas at its Madison Avenue Holder Station in West Hartford and 
to transmit such gas through its 16-inch line to its Front Street mixing plant 
at Hartford, where it will further enrich it to 800 Btu by mixing it with natural 
gas to be purchased by it and Connecticut Gas from Algonquin at Wethersfield 
(near Hartford). At the Front Street plant Hartford Gas proposes to compress 
and deliver a portion of the 800 Btu mixed gas to Connecticut Gas for transmis- 
sion and sale for resale by Connecticut Gas to Connecticut Light and Power 
Company for distribution in the latter’s Windsor Division. Hartford Gas also 
proposes to transport a portion of the 800 Btu gas to Manchester for delivery 
to Connecticut Gas which will further transmit and sell that gas to Connecticut 
Light and Power Company for distribution in the latter’s Rockville Division. 
Hartford will also transport its own gas through the Manchester line for retail 
distribution in Hartford and vicinity. 

Connecticut Gas and Hartford Gas (hereinafter jointly “Applicants”) are re- 
questing authority to conduct the operations outlined above through existing 
facilities. Neither of the Applicants is presently requesting any authority to 
build new facilities. 

Hartford Gas proposes only to transport mixed and natural gas for its own 
account and the account of Connecticut Gas and to make no sales for resale. 


The annual and peak day volumes of gas proposed to be sold for resale by 
Connecticut Gas are as follows: 


1954 1955 


Annual Peak day 
(Mef) (Mef) 


Annual Peak day 
(Mef) (Mef) 
















To Connecticut L. & P. Co.: 


Meriden, Middletown, and Bristol (660 B.t.u.)....| 1,495, 433 6, 522 1, 591, 969 7,004 
Windsor and Rockville (800 B. t. u.)....-.-.-----.. 208, 501 852 220, 487 918 
To route customers of New Haven, New Britain and 
Wallingford companies (660 B. t. u.).....----.------- 13, 651 


63 13, 651 | 63 
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Temporary certificates were issued to both Applicants on September 1, 1953, 
authorizing operations as proposed in their applications referred to herein con- 
ditioned on the filing of tariffs satisfactory to the Commission. Connecticut 
Gas’ tariff was allowed to take effect by Commission order issued January 15, 
1954 and Hartford Gas’ tariff was accepted for filing by letter dated Octo- 
ber 22, 1953. 

Pursuant to due notice, a consolidated public hearing was held in Washing- 
ton, D. C., on February 12, 1954, concerning the matters and issues presented 
by the above applications. No protests or objections to the granting of such 
applications have been received. 

The Commission finds: 

(1) The facilities hereinbefore described are to be used for the transportation 
of mixed and natural gas in interstate commerce by Hartford Gas and for 
the transportation and sale for resale of mixed gas in interstate commerce by 
Connecticut Gas, subject to the jurisdiction of the Commission, and those facili- 
ties and the operation thereof by the Applicants are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(2) The Connecticut Gas Company, a Connecticut corporation having its prin- 
cipal place of business at Berlin, Connecticut, upon commencement of the opera- 
tions as herein authorized will be engaged in the transportation and sale for 
resale of mixed gas in interstate commerce, subject to the jurisdiction of the 
Commission, and will thereby become a “natural-gas company” within the mean- 
ing of the Natural Gas Act. 

(3) The Hartford Gas Company, a Connecticut corporation having its prin- 
cipal place of business in Hartford, Connecticut, upon commencement of the 
operations as herein authorized will be engaged in the transportation of mixed 
and natural gas in interstate commerce subject to the jurisdiction of the Com- 
mission, and will thereby become a “natural-gas company” within the meaning 
of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed operations by the Applicants of the facilities described above 
are required by the public convenience and necessity and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (38) (iii) and (5) of Section 157.20 of 
the Commission’s Rules and Regulations including the Commission’s Rules of 
Practice and Procedure (18 CFR 157.20) should attach to the certificates here- 
inafter issued, and to the exercise of the rights granted thereunder. 

(7) The Applicants having requested the omission of the intermediate deci- 
sion procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceedings. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing the Applicants to operate the facilities hereinbefore de- 
scribed, all as more fully described in the applications, for the transportation 
and sale for resale of mixed gas by Connecticut Gas and the transportation 
of natural and mixed gas by Hartford Gas, as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) These certificates shall be accepted in writing and under oath by re- 
sponsible officials of each of the Applicants, and the general terms and condi- 
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tions set forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of tae 
Commission’s Rules and Regulations, including the Commission’s Rules of Prac- 
tice and Procedure, shall attach to the issuance of the certificates granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 


Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G—2268 


February 19, 1954 





East Tennessee Natural Gas Company (East Tennessee), a Tennessee cor- 
poration with its principal office near Knoxville, Tennessee, filed, on October 7, 
1953, an application for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation near the City of Calhoun, McMinn County, Tennessee, of iffterconnect- 
ing, metering and regulating facilities for the purpose of delivering and selling, 
on an interruptible basis, up to 9,000 Mcf of natural gas per day directly to 
Bowaters Southern Paper Corporation (Bowaters) for use in the manufacturing 
of paper. Petitions to intervene filed by Athens Utilities Board, Chattanooga 
Gas Company, and Tennessee Gas Company were granted by Commission order 
issued December 4, 1953. 

Pursuant to due notice, a formal hearing was held in Washington, D. C., on 
January 12 and 13, 1954, respecting the matters involved and the issues presented 
by the application with Chattanooga Gas Company and Tennessee Gas Com- 
pany, interveners, actively participating. The intermediate decision procedure 
was omitted, pursuant to Commission order issued January 22, 1954. Main 
briefs have been filed by all parties and reply briefs have been filed by East 
Tennessee and interveners. 

Upon consideration of the evidence of record and the briefs filed by the 
parties and Staff Counsel, the Commission finds: 

(1) Bast Tennessee, a Tennessee corporation, having its principal place of 
business near Knoxville, Tennessee, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
issued February 2, 1948, in Docket No. G—889, Opinion No. 163. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
of the Commission, as integral parts of East Tennessee’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) East Tennessee is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) The construction and operation of the facilities as proposed by East 
Tennessee are required by the public convenience and necessity, and a certificate 
therefor should be issued. 

(5) Additional supplies of gas on an interruptible basis have been made 
available to East Tennessee’s wholesale customers. 

(6) The proposed sale to Bowaters will not adversely affect East Tennessee’s 
ability to serve its wholesale customers. 
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(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the 
Commission’s Rules and Regulations (18 CFR 157.20) should attach to the 
issuance of the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing East Tennessee to construct and operate the facilities 
hereinbefore described, all as more fully described in the application and ex- 
hibits appended thereto in this proceeding for the transportation of natural 
gas therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of East Tennessee, and the general terms and conditions set 
forth in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules 
and Regulations shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by East Tennessee within 30 days from the date of issuance 
of this order. 

(D) East Tennessee shall deliver and sell no more than 9,000 Mcf of natural 
gas per day to Bowaters Southern Paper Corporation until otherwise authorized 
by order of the Commission. 


Findings and order issuing certificate of public convenience and necessity 
Iroquois Gas Corp. 
Docket No. G—2305 
February 19, 1954 


Iroquois Gas Corporation (Applicant), a New York corporation with its prin- 
cipal place of business at Buffalo, New York, on November 9, 1953, filed an 
application, and amendment thereto on December 14, 1953, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of metering facilities, subject to the 
jurisdiction of the Commission, at two points of connection on its system with 
Republic Light, Heat and Power Company, Inc., (Republic) in Niagara and Erie 
Counties, New York, for the sale of mixed and/or straight natural gas to 
Republic for resale in Republic’s Niagara District. 

Temporary authorization to construct and operate the facilities requested, 
and to perform the service proposed, as described in the amended application 
filed December 14, 1953, was granted by the Commission on December 24, 1953, 
subject to the condition that appropriate tariff changes relating to the service 
proposed be filed with the Commission not later than 30 days prior to January 
1, 1955. 

Pursuant to Commission order and after due notice thereof, a public hearing 
was held in Washington, D. C., on February 10, 1954, respecting the matters 
involved, and the issues presented by the application and amendment thereto. 
No protest to the application has been received. 

Applicant proposes to construct and operate metering facilities for the sale of 
mixed and/or straight natural gas to its affiliate, Republic, for resale in Re 
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public’s Niagara District. This district is just north of Buffalo and comprises 

communities in Erie and Niagara Counties, New York, such as Niagara Falls, 
Tonowanda, a small portion of North Buffalo, Kenmore, Amherst, Wheatfield 
and Lewiston. Iroquois serves Buffalo at retail. Applicant will sell mixed gas 
to Republic until January 1, 1955 after which it will sell only straight natural gas 
to Republic. 

The distribution facilities of Iroquois and Republic are in close proximity 
near Buffalo, and it is here Applicant proposes to build two metering stations 
to connect the two systems to make the proposed deliveries and convert the Re- 
public area from the present 540 Btu manufactured gas service to 900 Btu mixed 
gas, the same as Iroquois’. 

The Commission finds: 

(1) Applicant, a New York corporation having its principal place of business 
at Buffalo, New York, owns and operates among other facilities, a natural-gas 
transmission pipeline system extending from four points on the Pennsylvania- 
New York State line near Limestone, New York, to points in the western part 
of New York State and by such operations Applicant is engaged in the trans- 
portation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of March 23, 1943, in Docket 
No. G-384, 3 FPC 951. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of Applicant’s existing pipeline sys- 
tem, and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
and the service to be rendered thereby are required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (iv) and (5) of Section 157.20 of the 

Commission’s Rules of Practice and Procedure (18 CFR 157.20) should attach to 
the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

(7) It is reasonable and the public convenience and necessity require that, as 
a further condition to the exercise of the rights granted hereunder, Applicant 
be required to file appropriate revisions to its FPC Gas Tariff not less than 30 
days prior to January 1, 1955, applicable to the proposed service to Republic 
Light, Heat and Power Company, Inc., which shall be satisfactory to the Com- 
mission. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore referred to and render the service proposed, all as more fully described 
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in the application in this proceeding, for the transportation and sale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (3) (iv) and (5) of Section 157.20 of the Commission's 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) As a further condition to the exercise of rights under the certificate 
hereby granted, Applicant, within 30 days prior to January 1, 1955, shall file 
appropriate revisions to its FPC Gas Tariff applicable to the service to be 
rendered to Republic Light, Heat and Power Company, Inc., which shall be 
satisfactory to the Commission. 


Order permitting and approving abandonment of facilities 
Texas Eastern Transmission Corp. 
Docket No. G—2313 


February 19, 1954 


Texas Eastern Transmission Corporation (Applicant), a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, filed on Novem- 
ber 12, 1953, an application, pursuant to Section 7 (b) of the Natural Gas Act, 
for permission and approval to abandon and remove its 24-inch pipeline across 
the Arkansas River, presently suspended from the Chicago, Rock Island and 
Pacific Railroad Company’s bridge, located near Little Rock in the State of 
Arkansas, authorized by the Commission’s order of November 9, 1950, in Docket 
No. G-1439, together with the approaches thereto on the north and south banks. 
Applicant proposes to retain so much of the approaches authorized in the afore- 
mentioned docket as have been used and are connected to other river-crossing 
facilities authorized in Docket Nos. G-1960 and G—2027. 

Applicant’s agreement with the Chicago, Rock Island and Pacific Railroad 
Company, covering the suspension of the pipeline from the railroad bridge, pro- 
vided that such construction would be of a temporary nature, subject to further 
negotiation by the respective parties. Applicant has been unsuccessful with 
respect to obtaining an extension of its agreement on a long-term basis. 

Applicant presently operates a 20-inch, a 12-inch, and two 24-inch, underwater, 
pipeline river crossings of the Arkansas River under existing authorizations, in 
addition to an emergency interconnection of its 24-inch pipeline with the facili- 
ties of the Arkansas-Louisiana Gas Company, which maintains facilities at the 
same location. In view of the numerous river crossings, it appears that the 
removal of the 24-inch overhead pipeline crossing, which is the subject matter 
of the application herein, will not affect the service rendered by Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 15, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, Louisiana, is engaged in the transportation and sale of natural 
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gas in interstate commerce by means of its natural gas pipelines located in 
several states, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
issued October 11, 1947, Docket No. G—880, 6 F. P. C. 148. 

(2) The facilities hereinbefore described, which are proposed to be abandoned 
by Applicant, are used for the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by Applicant is subject to the provisions of subsection (b) of Section 7 
of the Natural Gas Act. 

(3) The proposed abandonment of the facilities hereinbefore described is 
permitted by the public convenience and necessity, and permission and approval 
to abandon should be granted as hereinafter ordered and conditioned. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, all as more 
fully described in the application in this proceeding, upon the terms and condi- 
tions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date or dates on which said facilities are abandoned and removed. 


Findings and order issuing a certificate of public convenience and necessity 
The Manufacturers Light and Heat Co. 
Docket No. G—2314 


February 19, 1954 



















On November 16, 1953, The Manufacturers Light and Heat Company (Appli- 
cant) filed an application for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately 6 miles of 12% inch natural-gas transmission pipe- 
line extending southeast from a point of connection with Applicant’s existing 
Line No. 7215, north of its Hugus Compressor Station, to the Borough of Allen- 
port, all in Washington County, Pennsylvania. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 10, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

Temporary authorization to construct and operate the facilities hereinbefore 
described was granted by the Commission on December 23, 1953. 

Applicant proposes, by means of said facilities, to increase the capacity of 
its existing transmission system to enable it to render increased and improved 
service to its customers in Allenport and the adjacent area, including Donora, 
Charleroi, Beallsville, and Brownsville, in Pennsylvania. The maximum ca- 
pacity of the proposed facilities is estimated to be approximately 20,900 Mcf 
per day. Applicant proposes to utilize approximately 17,800 Mcf per day of 
said capacity for deliveries of natural gas to Allenport, mainly to the mill of 
the Pittsburgh Steel Company. 
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Applicant has experienced pressure difficulties in its existing facilities serving 
the Allenport area, and cannot safely increase the pressures in existing facilities 
due to their age and location in a residential area. The hourly demands of 
the mill of the Pittsburgh Steel Company have increased due to its recent 
conversion from three-shift to one-shift operation, resulting in an increased 
hourly capacity demand in the area. Applicant expects the proposed facilities 
to provide sufficient capacity to meet the requirements of the Allenport area 
during the 1953-1954 winter season. 

The estimated total overall capital cost of the proposed facilities is $260,000. 
Financing for the proposed project has been provided by Applicant’s parent, 
The Columbia Gas System, Inc. through capital contributions or purchase of 
notes of Applicant. 

The Commission finds: 

(1) Applicant, a Pennsylvania corporation, having its principal place of busi- 
ness at Pittsburgh, Pennsylvania, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Ohio, Pennsyl- 
vania, and West Virginia, and by such operations is engaged in the transporta- 
tion and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its orders of August 31, 1943, in Docket 
No. G-496, 3 FPC 1079, and of December 29, 1944, in Docket No. G-593, 4 FPC 
821. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.382 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s General Rules and Regulations 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and actual 


operation thereof shall have commenced should be fixed at 6 months from the 
date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing The Manufacturers Light and Heat Company to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding for the transportation and sale 
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of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and actual operation thereof shall have commenced, as provided by 
paragraph (2) of Section 157.20 of said General Rules and Regulations, is 
hereby fixed at 6 months from the date on which this order issues. 


Findings and order issuing a certificate of public convenience and necessity 
Lone Star Gas Co. 
Docket No. G—2322 


February 19, 1954 


Lone Star Gas Company (Applicant) filed, on December 2, 1953, an appli- 
cation for a certificate of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of 3.43 
miles of 3-inch lateral transmission pipeline to loop the existing 2-inch lateral 
line G3—4 serving Phillips Petroleum Company (Phillips), and four direct in- 
dustrial customers near Muenster, Texas, approximately fifty miles north of 
Ft. Worth, Texas. 

Pursuant to Commission order, and after due notice thereof, a public hearing 
was held in Washington, D. C., on February 11, 1954, concerning the matters 
involved and the issues presented by the application. No protest to the appli- 
cation has been received. 

The record shows that such 3.43 miles of pipeline would extend from Appli- 
cant’s existing line G3 to Phillips’ Muenster repressuring station, all of said 
facilities being located in Cooke County, Texas. Applicant states in its ap- 
plication that Phillips desires to increase its purchases of gas for use at said 
repressuring station, and that its existing 2-inch G3—4 line from which deliv- 
eries are now made to the repressuring station is inadequate. 

The record further shows that the capacity of the proposed loop line will 
be 1,310 Mcf per day, which, together with the existing line, will be sufficient 
to enable Applicant to deliver to Phillips a maximum of 920 Mcf per day, as 
well as to meet the demands of four other industrial customers located along 
the same line. Cost of the proposed facilities, $26,286, will be defrayed from 
funds on hand. 

The Commission finds: 

(1) Applicant, a Texas corporation, having its principal place of business 
at Dallas, Texas, owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the States of Texas and Oklahoma, 
and by such operations Applicant is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 


by the Commission in its order of April 11, 1944, in Docket No. G-442, 4 F. P. C. 
565. 
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(2) The facilities hereinbefore referred to are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the operation thereof is subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20 should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which the facilities 
hereby authorized shall be constructed and operations commenced should be 
fixed at four months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and operations hereunder commenced as provided by paragraph (2) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure is 
hereby fixed at four months from the date on which this order issues. 


Order accepting surrender of license (minor) 
Fred A. Horning 
Project No. 533 
February 19, 1954 


Application was filed April 30, 1952, through the Forest Service, Department 
of Agriculture, by Fred A. Horning, licensee for minor Project No. 533, for 
surrender of the license for the project. 
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The project was situated on Flat Creek, a tributary of Clark Fork of Columbia 
River, in Mineral County, Montana, and affected lands of the United States 
within Lolo National Forest. 

The Chief, Forest Service, has reported that the project works have been 
removed and the lands of the United States restored to a condition satisfactory 
to the Service. The water conduit will remain in place under authority of a 
special use permit issued by the Service. 

The license for Project No. 533 was issued without charge. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for minor Project No. 533 is hereby accepted, effective 
as of February 1, 1954. 


Order further amending license (transmission line) 
Sierra Pacific Power Co. 
Project No. 1191 
February 19, 1954 


Application was filed September 11, 1951, as revised by further application filed 
May 26, 1952, by the Sierra Pacific Power Company, licensee for transmission-line 
Project No. 1191, for further amendment of its license to provide for exclusion 
from the license of the following-described four sections of its 23,000-volt trans- 
mission line, which affects United States lands within Douglas, Lyon, Ormsby, 
Storey, and Washoe Counties, Nevada; namely, Washoe County Fish Hatchery 
line ; tap No. 5, Mount Rose Quicksilver Mine; tap No. 9, Castle Peak Mining Co.; 
and tap to Occidental Mine. 

The Washoe County Fish Hatchery line affects lands of the United States 
within Toiyabe National Forest and public lands within Washoe County, Nevada. 
However, the line is being relocated under a Forest Service permit—it appearing 
that the line is not a primary line within the licensing authority of the Com- 
mission. Tap No. 9 (Castle Peak Mining Company line), and Occidental Mine 
tap line were dismantled in 1946 and 1937, respectively, while it now appears 
that tap No. 5 (Mount Rose Quicksilver Mine) does not involve lands of the 
United States. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who super- 
vises the Toiyabe National Forest, has reported that the lands formerly occupied 
by the Washoe County Fish Hatchery line have been restored to a satisfactory 
condition and that a permit has been issued for the relocated line. The Assistant 
Secretary of the Interior has reported that the public lands formerly occupied 
by tap line No. 9 and the Occidental Mine tap line have been satisfactorily 
restored and that a permit has been issued jointly to the licensee and the Bell 
Telephone Company of Nevada for the continued occupancy of public lands by the 
Washoe County Fish Hatchery line. 

The effect of the amendment will be to decrease the length of 100-foot right-of- 
way on lands of the United States by 5.082 miles and to decrease the annual 
charges recompensing the United States for the use, occupancy, and enjoyment of 
its lands from $151.58 to $126.17. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
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or be inconsistent with any reservation or withdrawal of public lands, and it 
will not alter any of the basic facts upon which the license was issued. 

(2) The annual charge to be paid under the license as further amended is 
reasonable as hereinafter fixed and specified. 

(3) Exhibits J (FPC No. 1191-12), K (FPC Nos. 1191-4 through -6) and 
Exhibit M, received in the Commission November 7, 1934, now part of the proj- 
ect license, should be revised to show the exclusion of tap lines to the Washoe 
County Fish Hatchery, tap No. 5 to Mount Rose Quicksilver Mine, tap No. 9 to 
Castle Peak Mining Company, and the tap to Occidental Mine. As so revised, 
the aforementioned exhibits conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project. 

The Commission orders: 

(A) Exhibits J, K, and M specified in paragraph (3) above, as revised by the 
Commission, are approved as part of the license for transmission-line Project 
No. 1191. 

(B) Exhibit K (FPC No. 1191-1) and one sheet of Exhibit M received in the 
Commission January 12, 1932 are hereby eliminated from the license. 

(C) The license for the Sierra Pacific Power Company’s transmission line 
Project No. 1191 as amended effective January 1, 1937, and November 1, 1937, 
is hereby further amended effective January 1, 1953 to exclude four tap trans- 
mission lines in Washoe and Storey Counties, Nevada; said amendment being 
as follows: 

Paragraph I. The paragraph beginning on page 2 of said license with the 
words “Now, Therefore,” as amended, effective November 1, 1937 is hereby fur- 
ther amended by excluding tap transmission lines to Washoe County Fish Hatch- 
ery; tap No. 5, Mount Rose Quicksilver Mine; tap No. 9, Castle Peak Mining 
Co.; and tap to Occidental Mine; so that paragraph as amended shall read as 
follows: 

NOW, THEREFORE, the Commission hereby issues this license to the 
Licensee for a period terminating fifty (50) years from May 9, 1932, and sub- 
ject to the conditions hereinafter specified, for the purpose of constructing, 
operating, and maintaining upon lands of the United States the following proj- 
ect works: 


23,000-volt transmission lines 

Main line Fleish to Como Via Virginia City 

Tap No. 1, Verdi Beacon 

No. 1A, Morrill Fish Hatchery 

No. 2, Washoe Power House Loop 

No. 3, Hunter Creek 

No. 4, Reno Junction—Reno Power House 

No. 7, Reno Hot Springs 

No. 8, Steamboat Springs—Pleasant Valley 

No. 10, Dayton “Y”—Carson 

No. 10A, Carson—Minden 

No. 10A1, Fullstone Substation 

No. 11, Montezuma Mine 

No. 12, Dayton Syndicate 

No. 13, West Nevada Mines Co., and Como Mines Co., Nevada Tungsten 
Corporation Mines; 


° 


as shown and described by certain exhibits which accompanied the application 
for license or for amendments thereof which are designated and described as: 

Exhibit J—A general map in one sheet (FPC No. 1191-12) entitled, “23,000 
Volt—3 Phase Fleish-Como-Minden Power Line,” signed August 6, 1937, Sierra 
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Pacific Power Co. by H. A. Lemmon, Vice President, revised to exclude there- 
from Mt. Rose-Quicksilver, Washoe County Fish Hatchery and Castle Peak 
Mining Company lines. 

Evhibit K—A detail map in 10 sheets as follows: FPC No. 1191-2 entitled, 
“23,000 Volt Three Phase Power Line” signed December 30, 1933, Sierra Pacific 
Power Co., by George A. Campbell, President, and revised to exclude Exhibit J 
therefrom; FPC No. 1191-3, -7 to -10 inclusive, entitled “23,000 Volt Three 
Phase Power Line,” signed December 30, 1933, Sierra Pacific Power Co., by 
George A. Campbell, President ; FPC No. 1191-4, -5 and -6, entitled “23,000 Volt 
Three Phase Power Line,” signed December 30, 1933, Sierra Pacific Power Co., 
by George A. Campbell, President, and revised to exclude tap No. 5 to Mount 
Rose Quicksilver Mine, tap No. 9 to Castle Peak Mining Co., and the tap to 
Occidental Mine ; FPC No. 1191-11 entitled “23,000 Volt—3 Phase Power Line to 
Nevada Tungsten Corp. Mine, Southeast of Minden, Nevada,” and signed August 
6, 1987, Sierra Pacific Power Co. by H. A. Lemmon, Vice President ; 

Exhibit M—Statement of the general description of mechanical, electrical and 
transmission equipment in 4 typewritten sheets, signed Sierra Pacific Power 
Company; three signed on December 30, 1933 by George A. Campbell, Presi- 
dent, and received in the office of the Commission on November 7, 1934, except 
insofar as they refer to tap line No. 5 and tap line No. 9; and one signed on 
August 6, 1937 by H. A. Lemmon, Vice President, and received in the office of 
the Commission on August 13, 1937. 


which said exhibits approved by the Commission are hereby made a part of 
this license, and no substantial change shall hereafter be made therein until 
such change shall have been similarly approved; said license being subject to 
the following express conditions, other provisions and requirements of the 
Act being waived under authority of section 10 (i) thereof. 

Paragraph II. Article 13 of said license, as amended, effective November 
1, 1937 be further amended by decreasing the annual charge stated therein from 
$151.58 to $126.17. 

Paragraph III. This amendment in the manner set out above shall not oper- 
ate to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision, or condition of the license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of its acceptance of this amendment 
of license, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order approving and directing disposition of accounting adjustments 


Southern Union Gas Co. 
February 19, 1954 


Southern Union Gas Company (Southern Union) on January 30, 1950, filed 
reclassification and original cost studies of its gas plant, as of January 1, 1$47, 
in compliance with Gas Plant Instruction 2-D of the Uniform System of Ac- 
counts Prescribed for Natural Gas Companies and the Commission’s Order No. 
73 with respect thereto. Field examination by the Commission’s staff of the 
filed original cost studies was followed by conferences with representatives of 
Southern Union, members of the New Mexico Public Service Commission, and 
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staff members of that Commission, which culminated in a tentative agreement, 
subject to Commission approval, respecting the gas plant adjustments proposed 
by the Commission’s staff. Southern Union has since filed, on January 15, 
1954, certain revised original cost statements reflecting these adjustments and 
has submitted a proposed plan for their disposition. 

The revised original cost statements reflected a reduction in recorded cost of 
gas plant from $14,744,584.03, to the original cost of $12,653,811.48. The $2,090,- 
772.55 of excess of recorded cost over original cost has been reclassified as 
follows: 


Account 100.5, Gas Plant Acquisition Adjustments $(1, 787. 47) 
Account 107, Gas Plant Adjustments...--....-------------~--- 1, 983, 352. 77 
Account 108, Other Utility Plant. 108, 441. 46 
Account 110, Other Physical Property 765. 79 


2, 090, 772. 55 

Southern Union proposes that the credit balance of $65,613.99 (comprising 

the $1,787.47 credit noted above and a preexisting credit of $63,826.52) in Ac- 

count 100.5, Gas Plant Acquisition Adjustments, be disposed of by transfers to 
the accounts and in the amounts as follows: 


Account 250.1, Reserve for Depreciation of Gas Plant 

Account 252, Reserve for Amortization of Gas Plant Acquisition 
Adjustments. 

Account 270, Capital Surplus 


(65, 613. 99) 


The adjustments in the amount of $1,983,352.77 classified in Account 107, 
Gas Plant Adjustments, are proposed to be disposed of by the following charges 
and credits to the accounts shown: 


Account 112, Other Investments $50. 00 
(Represents cost of share of stock of a telephone company) 
Account 126.2, Accounts Receivable from Associated Companies_-_ 821. 58 
(Represents construction work chargeable to affiliated 
company ) 
Account 146, Other Deferred Debits 158, 267. 
(Represents costs associated with gas purchase contracts 
and applicable to future operations) 
Account 250.1, Reserve for Depreciation of Gas Plant. 767, 590. 16 
(Represents unrecorded retirements, plant items charged 
to the reserve in error, and accruals in the reserve upon 
excess of recorded amounts over original cost and upon 
other erroneous items in the property accounts) 
Account 251, Reserve for Amortization of Other Limited-Term 
Gas Investments 
(Represents reserve created by charges to income for 
amortization of excess of recorded amounts over original 
cost, cost of gas purchase contracts, and other erroneous 
items) 
Account 252, Reserve for Amortization of Gas Plant Acquisition 
Adjustments 
(Remaining balance no longer required of reserve created 
by charges to income for amortization of excess of acquisi- 
tion cost over original cost of certain properties) 
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pe i a en $874, 693. 83 
(Represents excess of recorded amounts or estimated costs 
over original cost, excess interest during construction, profits 
between affiliates, etc., erroneously recorded in plant ac- 
counts prior to date of creation of the capital surplus by 
transfer of earned surplus of constituent companies upon 
merger in 1942) 
Account 401, Miscellaneous Credits to Surplus___---_----------~- (21, 776. 22) 
(Represents cost of materials installed without proper 
charge to plant accounts during period subsequent to the 
1942 merger) eulieisiigcimcnanatine 
1, 983, 352. 77 


The New Mexico Public Service Commission, by letter under date of Feb- 
ruary 3, 1954, has indicated its agreement with the proposed disposition plan. 

The Commission finds: 

The disposition in the manner described above of the amounts of $65,613.99 
(credit) classified in Account 100.5 and of $1,983,352.77 classified in Account 
107 is reasonable and appropriate for the purposes of the Natural Gas Act. 

The Commission orders: 

(A) The disposition in the manner described above of $65,613.99 (credit) of 
adjustments classified in Account 100.5, Gas Plant Acquisition Adjustments, 
and the $1,983,352.77 classified in Account 107, Gas Plant Adjustments, be and 
the same is hereby directed and approved. 

(B) Southern Union Gas Company shall submit, within 30 days from the 
date of this order, two certified copies of the accounting entries giving effect 
to the dispositions herein approved and directed. 


Order approving proposed settlement and requiring satisfactory rate schedules 
and tariff revisions to be filed 


Tennessee Gas Transmission Co. 
Docket No. G—2252 


February 25, 1954 




















This is a rate proceeding arising from a rate increase filed by Tennessee Gas 
Transmission Company (Tennessee). The record herein has been certified to 
us for consideration of a proposed settlement, as stated by Commission staff 
counsel in open hearing and as agreed to by all parties to the proceeding on 
the record. Upon consideration of the record, we approve the terms of the 
proposed settlement, permitting the agreed-upon rate increases to become effec- 
tive subject to the terms and conditions, agreed to by the parties, as hereinafter 
set forth. 

On August 31, 1953, Tennessee filed with the Commission its FPC Gas Tariff, 
Fifth Revised Volume No. 1 and Third Revised Volume No. 2. By this filing 
Tennessee proposed a system-wide rate increase for its sales for resale and 
transportation of natural gas in interstate commerce, which would have resulted 
in an increase in revenues of approximately $6,500,000 based upon operations 
for the twelve months ending June 30, 1953. 

On September 24, 1953, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Tennessee, the Com- 
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mission suspended the proposed tariffs until March 1, 1954, and until such 
further time thereafter as such proposed tariffs might be made effective in the 
manner prescribed by the Natural Gas Act. Tennessee’s motion to make these 
increased rates effective as of January 12, 1954 was denied by order issued 
January 27, 1954. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates, on February 8, 1954. Following the entering of appearances, 
the hearing was recessed from day to day to February 10, 1954, to allow all 
interested parties full opportunity to discuss informally the proposed rate 
increase in an effort to reach a settlement satisfactory to all parties. On 
February 10, final agreement was reached and stated on the record by the 
parties to the proceeding as to the total rate increase to which Tennessee was 
entitled, and the rates to be observed by Tennessee under its various rate 
schedules in the respective zones, with certain conditions under which the 
settlement was acceptable to the parties. 

Tennessee presented Exhibits 1 through 14, in which it developed a net invest- 
ment rate base of $471,608,000 with no allowance for working capital because of 
available income tax accruals, and a cost of service, based on a 6 percent 
return, of $133,807,000. Compared with this cost of service, Tennessee’s present 
rates would result in a deficiency of about $9,200,000 (Exh. 15) if certain 
interruptible sales made during the twelve months ending June 30, 1953 were 
eliminated. (See Exhs. 10 and 11.) This deficiency computed by Tennessee 
included as a cost the Texas gathering tax which was invalidated by the 
Supreme Court on February 8, 1954 in Michigan-Wisconsin Pipe Line Co. v. 
Calvert, 347 U. 8S. 157. Excluding such cost from Tennessee’s cost of service, 
the claimed deficiency amounted to about $7,500,000, compared with increased 
revenues, based on application of the suspended rates to the test year sales, 
of $6,284,000 as computed by Tennessee in Exhibit 10, or $6,500,000 according to 
the original filing (Item A). 

On the basis of an extensive field examination of the books, records and 
operations of Tennessee, the Commission’s staff showed certain adjustments 
to the rate base (T. 96) and test year cost of service, and the effect of the 
adjustment made by Tennessee for non-recurring sales (Exh. 15). 

The parties agreed that Tennessee’s present rates resulted in a deficiency 
of about $4,768,000 as compared with the proposed rate increase of about 
$6,500,000. It was agreed that in order to recover Tennessee’s cost of service, 
the suspended rates should be reduced as follows: 

(1) The commodity charge in all CD and G rate schedules and the rates for 
storage, emergency, interruptible, GS, and developmental service, which are 
sold under straight rates, will be reduced by an amount of 0.35 cents per Mcf. 

(2) The commodity charge in Tennessee’s transportation rate schedules will 
be reduced by an amount of 0.45 cents per Mcf. 


The complete rate levels for Tennessee, as agreed upon, are shown in the Ap- 
pendix to this order, together with a comparison of revenues under the present, 
suspended, and stipulated rates for each customer. 

It was agreed on the record that Tennessee would file revised tariffs or tariff 
sheets containing the rates as agreed upon, following the Commission’s order 
accepting the proposed settlement, to be effective on and after March 1, 1954. 

Furthermore, it was agreed that if the actual Federal Income Tax payable 
by Tennessee is fixed at less than the rate of 52 percent after December 31, 
1953, Tennessee would file revised rate schedules which will reflect such 
decrease, to be equitably apportioned among all of its rate schedules and would 
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make appropriate refunds from revenues collected under the agreed rates after 
March 1, 1954. 

In the settlement of Tennessee’s previous rate increase, Docket No. G—2052, it 
was required that Tennessee revise its rates and make appropriate refunds to 
reflect the final disposition of the matter of United Gas Pipe Line Company, 
Docket Nos. G—1142 and G-2019. The record herein indicates that Tennessee’s 
cost of service includes payments to United Gas Pipe Line Company under bond, 
subject to refund. Exhibit 2, Schedule C, T. 49. Therefore, we shall continue 
in effect in this settlement the condition made to the settlement in Docket No. 
G-2052. 

Finally, Tennessee requested that the parties agree on the record not to protest 
a filing of increased rates, after reasonable notice to interested parties, which 
would be designed for the sole purpose of recouping a production or gathering tax 
which might be enacted by the State of Texas as a substitute for the invalidated 
gathering tax, provided that the increase requested by Tennessee does not exceed 
the rate reductions agreed to; and provided, also, that Tennessee agreed to re- 
fund any such increase if such substitute tax should be invalidated. Although it 
was not a condition to this settlement, many of the parties who participated 
in this proceeding acquiesced in Tennessee’s request. 

Settlement of the proceedings on the basis described herein was agreed to by 
all parties present, on the record on February 10, 1954. In aeceding to such 
agreement, however, all parties made the reservation that the settlement was not 
to constitute a precedent which would be binding in any way in any subsequent 
case in which Tennessee or the other parties might be involved. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

(2) The rates and charges as contained in Tennessee’s FPC Gas Tariff, 
Fifth Revised Volume No. 1 and Third Revised Volume No. 2, filed August 31, 
1953, are not just, reasonable, or lawful under the terms and provisions of the 
Natural Gas Act and should be disallowed and denied, as hereinafter provided 
and ordered. 

The Commission orders: 

(A) The rates and charges contained in Tennessee’s FPC Gas Tariff, Fifth 
Revised Volume No. 1 and Third Revised Volume No. 2, be and the same are 
hereby disallowed and denied. 

(B) Within 30 days after the date of issuance of this order, Tennessee shall 
revise its FPC Gas Tariff, Fifth Revised Volume No. 1 and Third Revised Volume 
No. 2 by filing, in a form satisfactory to the Commission, new schedules of rates 
and charges for the sale and transportation of gas in interstate commerce, 
containing the rates as set forth in the Appendix to this order, to be effective on 
and after March 1, 1954. 

(C) In the event that the actual Federal income tax payable by Tennessee for 
the year 1954 is fixed at less than the rate of 52%, Tennessee shall file revised 
rate schedules which will reflect such decrease, to be equitably apportioned 
among all rate schedules and Tennessee shall make appropriate refunds from 
revenues collected under the rates hereby approved after March 1, 1954. 

(D) If United Gas Pipe Line Company (United) is required by any final 
order of the Commission, which is accepted by United or becomes final in any 
court review or otherwise, in the proceedings in Docket Nos. G-1142 and G—2019 
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to make any reduction in the rates to be charged or collected for natural gas 
sold by United to Tennessee, then Tennessee, unless otherwise ordered by the 
Commission, shall file with the Commission, within 60 days from the date such 
order becomes final, changes in its Rate Schedules satisfactory to the Commission 
to reduce the rates therein provided, so as to pass on to its resale customers 
such rate reduction ; and shall refund to its customers any amounts received by 
it in connection with such proceedings as shall be ordered by the Commission. 

(E) The Commission reserves the right to reject all or any part of the re- 
vised tariff or tariff sheets to be filed by Tennessee, and in lieu thereof to pre- 
scribe by further order appropriate rates, charges, classifications, rules, regula- 
tions, and practices, consistent with the settlement agreement. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted by or against Tennessee, or any other companies or persons. 


APPENDIX A 


Tennessee Gas Transmission Co.—stipulated rates, Docket No. G-2252 


Demand |Commodity 
Type of service Rate schedules charge pe charge 


mont. 
(per Mcf) 


(per Mcf) 


Contracted demand and general service: 
Southern Zone 
Central Zone _ _. 
Eastern Zone 
Northern Zone_... 
New York Zone 
Small General Service: 
Southern Zone 
Central Zone 
Storage Service: 
SURE Re cndendncnenddsbibinacctunecsne 
Northern Zone 
New York Zone 
Emergency and Interruptible Service: 
Southern Zone 
Central Zone. 
Eastern Zone... 
Northern Zone... 
New York Zone 
Transportation Service: 
Eastern Zone 


= 


coop 
en 


np 
wo 





SSSR SES 
aay 


Se 
9 


-o 


cd 


General Service (Developmental): 
Southern Zone 
Central Zone 


Northern Zone 
New York Zone 





SeBR8 
BRAGS 
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APPENDIX B 


Tennessee Gas Transmission Co., Docket No. G-2252, comparison of jurisdictional 
revenues under present, proposed and stipulated rates 


{On Basis of Adjusted Billing Units Shown in Company Rate Increase Filing of Aug. 31, 1953] 


Revenues Differ- 


ence 


Increase over 
present rates 


SALES FOR RESALE 


New York Zone: 
Iroquois Gas Corp. 
New York State 

Nat. Gas Co 
Northeastern Gas 
Trans. Co 
Repub Light, 
eat & Pow. Co.. 


No rthern Zone: 
The East Ohio Gas 
Co 


Equitable Gas Co_.| 
Ellis T. Meyers 


United Natural 
Gas Co. 

Lake Shore Pipe 
Line Co 


Eastern Zone: 
Godfrey L. Cabot, 
on 


Central Zone: 
Inland Gas Corp... 
Louisville Gas 


The City of More- 
head, Ky. . 
Te _ as ‘om Trans. 


United Fuel Gas _ 


Weste om Kentucky | 
Gas Co.. 


Southern Zone: 
Alabama-Tenn. 


The Town of Dick- 


East Tenn. Nat. 
Gas Co 
Lobelville Gas Co-. 
The City of Port- 
land, Tenn 
Springfield, Tenn... 
Tennessee Nat. 
Gas Lines, Inc... 


j 
| 





$15, 488, 154 
21, 379, 240 


19, 440, 157 


549, 338 
» S56, SS 889 


16, 042, 433 
10, 939, 012 


5, 827 


| 
| 


anaes 


953, 549 | 


44, 465, 154 


1, 839, 657 


351, 853 | 


87, 200, 537 


143, 961, 156 


Present Proposed 
rates 


$5, 410, 063 
7, 100, 466 
7, 167, 833 

191, 056 | 


19, "869, 418 


200, 121 


2 20, 814, 368 


582, 568 | 
36, 003 


4, 917, 096 

3, 449, 298 

33, 680 35, 422 

, 434 1, 239, 621 
} 


, 539 2, 006, O15 


, 933 
774 | 325, 534 


5, 931 


472, 133 | 
91, 396 
22, 379, 030 | 23, 5 
36, 295, 415 


06, 265 


38, 232, 051 


| 13, 772, 116 


$5, 666, 836 | $% 
| 
7, 443, 414 


7, 503, 997 | 
| 


1, 799, 130 | 


497, 315 


71, 189 | 


| 

Pro- | 
posed 

rates | 

i 


Stipulated 
rates 


, 612, 628 
7, 368, 586 342, 948 | 
, 435,957 | 336, 164 | 


198, 198 9, 065 


. 615, 369 O44, 95 


, 860, 947 
3, 411, 011 


35, 018 
225, 467 
, 983, 112 
, 778, 736 
322, 197 


13, 616, 488 


| 
, 760 


56, 185 


490, 876 
95, 033 , 869 


23, 265, 987 2, 159 


37, 728, 187 |1, 936, 636 





|233, 353, 203 


6, 647, 296 
7, 604, 582 
267, 957 
649, 993 


27, 362, 862 


1, 774, 979 | 


44, 397, 669 


8, 476, 440 
138, 512 


38, 978, 428 
25, 709 


61, 343 
198, 314 


11, 350, 830 





37, 974 | 


1, 992, 646 

69, 133 

6, 703,830 | 7,078, 364 
534, 430 


_ | 


10, 981, 503 | 11, 592, 259 


1, 798, 692 | 
35, 985 | 


8, 162, 643 
6, 679 


15, 936 | 
51, 522 
| 


2, 538, 284 | 


8, 654, 263 
7, 070 


54, 536 


2, 396, 820 


649 | 
| 469, 608 


562, 258 


1, 906, 993 | 
38, 091 | 


16, 869 


2, 690, 932 | 


61, 580,083 |3, 158, 846 


1, 696, 984 , 964 


1, 965, 716 5, 134 


68, 195 


| 
167, 334 | 8,8 


| 
6, 982, 504 | 374, 


on ¢ 


«i, 


556, 045 | 


11, 436, 868 | 


610, 756 


1,877,326 | 108, 


9 


37,606} 2,106 
620 
391 
933 
3,014 


152, 648 


8, 517, 839 | 
6, 980 | 


16, 655 | 
53, 842 


2, 651, 204 | 


491, 


301 | 


Stip 


late 


u- 
d 


rates 


268, 


268, 


65, 


12 


500, 


2 342, 


67, 


78, 


$256, 773 | $202, 565 
120 | 
124 | 


803 


, 423 


557 


109 


698 | 


204 | 


between 


| proposed 
| and stip- 


ulated 
rates 


$54, 208 
74, 828 
68, 040 


}, 213 
155, 391 
29, 667 
485 

136, 424 
90 

214 

694 

39, 728 
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AppEeNDIx B—Continued 


Tennessee Gas Transmission Co., Docket No. G—2252, comparison of jurisdictional 
revenues under present, proposed and stipulated rates—Continued 


[On Basis of Adjusted Billing Units Shown in Company Rate Increase Filing of Aug. 31, 1953] 










Revenues Increase over Differ- 















present rates ence 
| between 
Volumes | proposed 
Present Proposed | Stipulated Pro- Stipu- | and stip- 
rates rates rates posed lated ulated 
rates rates rates 


SALES FOR RESALE— 
continued 






Southern Zone—Con. 
Texas Gas Trans. 













SSE $5, 697, 524 | $1,180,209 | $1,251, 136 | $1, 231, 194 $70, 927 $50, 985 $19, 942 
The Town of 

Batesville, Miss_. 76, 060 19, 760 20, 917 20, 650 1, 157 890 267 
The City of Holly 

Springs, Miss_.-- 212, 214 51, 999 55, 121 54, 378 3, 122 2, 379 743 


The Cities of New 
Albany & Pon- 


I 291, 573 66, 281 70, 118 69, 097 3, 837 2, 816 1, 021 
The Cities of Rip- 

ley & Boonesville. 262, 547 59, 622 63, 095 62, 176 3, 473 2, 554 919 
United Gas Pipe 

Line Co..........| 1,023, 162 265, 817 281, 372 277, 789 15, 555 11, 472 3, 583 
The Town of | 

Chatham, La.... 28, 132 7, 736 7, 638 427 329 98 
The Village of 

Robeline, La_--- 6, 382 1, 755 1, 733 97 75 22 





































| 66, 827, 170 15, 120, 004 | 14,886,107 | 857,608 | 623,711 | 233,897 

. j= =e rr el 
t Total sales for | | 

ET 445, 900,085 |117, 467, 222 |123, 695, 567 |122, 134,915 |6, 228,345 |4, 667,693 | 1, 560, 652 

Transportation: 5 i i Ser ee : al) Res a " 

Eastern Zone_..._- 13, 124, 080 2, 157, 717 2, 240, 467 2, 181, 408 82, 750 23, 691 59, 059 

Northern Zone. ...- 27, 256, 763 5, 439, 041 5, 638,068 | 5, 515, 413 199, 027 76, 372 122, 655 

inidansesacs 40, 380, 843 7, 596, 758 7, 878, 535 7, 696, 821 281, 777 100, 063 181, 714 








Total sales for 
resale and 
Re 486, 280, 928 |125, 063, 980 |131, 574, 102 |129, 831, 736 |6, 510, 122 |4, 767,756 | 1, 742,366 




































Order authorizing issuance of common stock 
El Paso Electric Co. 
Docket No. E-6542 


February 25, 1954 





El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas, and qualified to do business as a foreign corporation in the State 
of New Mexico, with its principal place of business in El Paso, Texas, filed an 
application on January 25, 1954, as amended February 4, 12, 19 and 24, 1954, 
requesting among other things, an order, pursuant to Section 204 of the Federal 
Power Act, authorizing the issuance of 76,399 shares of no par value common 
stock and exempting such issuance from the competitive bidding requirements 
of Section 34.1a (b) and (c) of the Commission’s General Rules and Regulations 
upon findings as referred to in Section 34.la (a) (4). The applicant also seeks, 
by separate order to be issued on a subsequent date, authorization for the is- 
suance of 15,000 shares of no par value preferred stock and $5,000,000, principal 
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amount, of first mortgage bonds, series due 1984, to be sold at competitive bidding 
pursuant to the Commission’s General Rules and Regulations. 

The application states that the 76,399 shares of common stock proposed to be 
issued will be offered pro-rata to Applicant’s common stockholders at a price of 
$28.00 per share, pursuant to preemptive rights, on the basis of one share for each 
ten shares held of record on February 23, 1954, with an over subscription privilege 
subject to allotment. Rights to subscribe will be evidenced by transferable 
subscription warrants. 

Also, Applicant proposes to enter into a dealer manager agreement with Stone 
& Webster Securities Corporation (Stone & Webster), in connection with the 
proposed offering. According to the terms of that agreement Stone & Webster, 
among other things, will assist Applicant in the conduct of the proposed sub- 
scription offering and is authorized to purchase warrants (without over sub- 
scription privileges), exercise rights and sell, to the public or to selected security 
dealers, any shares of the proposed issuance so acquired. For such services 
Applicant proposes to pay a fee of $9,167.88 plus a sum equal to 6¢ per share on 
each of 76,399 shares subscribed for pursuant to the exercise of warrants. In 
addition, Applicant proposes to reimburse Stone & Webster for its reasonable 
out-of-pocket expenses estimated to be $7,500, and for all concessions (maximum 
of 75¢ per share), allowed to the selected security dealers for shares of the 
proposed issuance sold to them in accordance with the aforementioned dealer 
manager agreement. 

The application states that the proceeds from the proposed issuance of com- 
mon stock together with funds to be subsequently obtained from the afore- 
mentioned proposed issuance of preferred stock and first mortgage bonds, will 
be used, in part, to redeem $4,990,000 of its short term notes presently outstand- 
ing and the balance will be applied to Applicant’s 1954 construction program 
estimated to cost $5,714,000. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the Public Service Commission of New Mexico and to the Gov- 
ernors of each of those States. Notice of the application also was published 
in the Federal Register on February 3, 1954 (19 F. R. 631), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before February 17, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of such 
application has been received. 

The Public Service Commission of New Mexico by an order dated January 
27, 1954, among other things, approved the proposed issuance of common stock. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Texas. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
the States of Texas and New Mexico and consumed at points outside of the State 
in which generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter and Applicant is, therefore, a public utility within the mean- 
ing of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance and sale of 76,399 shares of common stock will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of common stock 
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is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through ownership of securities or otherwise between Applicant 
and Stone & Webster. 

(5) The fees proposed to be paid to Stone & Webster in connection with the 
proposed issuance of common stock do not appear to be unreasonable. 

(6) Under the circumstances of this case sufficient cause has been shown 
for exempting the proposed issuance of common stock from the competitive 
bidding requirements of Section 34.1a (b) and (c) of the Commission’s General 
Rules and Regulations. 

(7) The proposed issuance of common stock, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(8) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, 
upon the terms and conditions and for the purposes specified in the applica- 
tion, be and the same hereby are authorized, subject to the provisions of this 
order. 

(B) The proposed issuance and sale of common stock, referred to above, 
hereby are exempted from the competitive bidding requirements of Sections 
34.la (b) and (c) of the Commission’s General Rules and Regulations. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates, or determinations of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property, 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect to any securities to which this 
order relates. 

Commissioner Digby not participating. 


Order approving proposed settlement and requiring tariff revisions to be filed 


Atlantic Seaboard Corp. and Virginia Gas Transmission Corp. 
Docket Nos. G-1806 and G-—2054 
February 26, 1954 


This is a rate proceeding arising from rate increases filed by Atlantic Sea- 
board Corporation (Seaboard) and Virginia Gas Transmission Corporation 
(Virginia Gas).* The record herein has been certified to us for approval of a 


1 Subsequent to the filings, a merger was effected between Seaboard and Virginia Gas 
with Seaboard as the surviving company. ‘To the extent that this order places any obliga- 
tions on Virginia Gas, they are also simultaneously placed on Seaboard as successor to 
Virginia Gas’ tariffs. 
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proposed settlement, as stated on the record by Commission Staff Counsel in 
open hearing and as agreed to by all parties to the proceeding on the record. 
Upon consideration of the record, we approve the terms of the proposed settle- 
ment, permitting the agreed upon rate increases to become effective subject to 
the terms and conditions, agreed to by the parties, as hereinafter set forth. 

On September 7, 1951, Seaboard filed its FPC Gas Tariff, Fourth Revised 
Volume No. 1, and Virginia Gas filed its FPC Gas Tariff, Second Revised Volume 
No. 1, proposing rate increases which would have resulted in increased revenues 
of $3,036,976, based on estimated sales for the twelve-month period ending 
June 30, 1952. 

On. October 5, 1951, pending a hearing and the Commission’s decision upon the 
question of the lawfulness of the rates proposed by the September 7, 1951 filings, 
the Commission, in Docket No. G—1806, suspended the proposed tariffs until 
March 7, 1952, and until such further time thereafter as such proposed tariffs 
might be made effective in the manner prescribed by the Natural Gas Act. By 
order issued March 12, 1952, these suspended tariffs were permitted to become 
effective as of March 7, 1952, under bond and subject to refund, with interest, 
of the portion of the increased rates or charges which the Commission might 
find not justified. 

On August 15, 1952, Seaboard submitted for filing its FPC Gas Tariff, Fifth 
Revised Volume No. 1, and Virginia Gas submitted for filing its FPC Gas Tariff, 
Third Revised Volume No. 1, proposing rate increases which would have resulted 
in increased revenues of approximately $4,318,000 based on estimated sales for 
the year ending August 31, 1953, over and above the charges resulting from the 
tariffs in effect under bond in Docket No. G—1806. 

The Commission, by order issued September 12, 1952, as modified by order 
issued March 5, 1953, pending a hearing and Commission decision upon the 
question of the lawfulness of the rates proposed by the August 15, 1952 filings, 
suspended those filings in Docket No. G—2054 until February 15, 1953, and until 
such further time thereafter as those proposed tariffs might be made effective 
in the manner prescribed by the Natural Gas Act. By Commission order issued 
March 5, 1953, Seaboard’s FPC Gas Tariff, Fifth Revised Volume No. 1 and 
Virginia Gas’ FPC Gas Tariff, Third Revised Volume No. 1, were permitted 
to become effective as of February 15, 1953, under bond and subject to refund, 
with interest, of the portion of the increased rates and charges proposed therein 
which the Commission might find not justified. 

Pursuant to Commission order, a consolidated hearing was commenced on 
July 20, 1953, concerning the lawfulness of the rates proposed in Docket Nos. 
G-1806 and G-2054. A recess of one week was granted on that date and on July 
27 and 28, 1953, the companies submitted their case in chief. Thereafter, var- 
ious recesses and continuances were granted pending Commission determination 
of the issues in Docket No. G—2055, In the Matter of United Fuel Gas Company, 
which company supplies Seaboard and Virginia Gas. 

Upon reconvening of the hearing on February 8, 1954, a recess was granted 
until later that day, to permit the parties to confer respecting the possibility 
of agreement on or simplification of the issues involved in the proceedings. Final 
agreement was reached by the parties as to the rate increases to which Sea- 
board and Virginia Gas were entitled under each of the dockets herein, the 
rates to be observed by the companies under their tariffs, and the terms and 
conditions under which the settlement was acceptable to the parties. 

On the basis of extensive field examination of books, records and operations 
of Seaboard and Virginia Gas, the Commission’s Staff computed a net invest- 
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ment rate base of $36,701,932 in Docket No. G—1806 for the twelve-month period 
ended January 31, 1953, and a net investment rate base of $42,884,189 in Docket 
No. G—2054 for the twelve-month period ended February 28, 1954 (9 months ac- 
tual, 3 months estimated). Based on a 614% rate of return upon each of these 
rate bases, the Staff developed over-all total costs of service of $23,545,700 and 
$31,121,840 for the respective dockets. 

Using its costs of service, and classifying such costs between demand and 
commodity components, with volumes adjusted for heat content of 1150 Btu 
per cubic foot, the Staff derived rates as follows: 


Demand | Commod- 
charge ity charge 


DOCKET NO. G-1806 
West Virginia Zone 


Virginia, Maryland, and District of Columbia Zone_. 
Main-line customers 


West Virginia Zone 

Virginia, Maryland, and District of Columbia Zone > 
SN I io inser cccciaa tibiae cepa tia hteiivin nasa alitgttinil np bisniaaineitl 
Amere Gas Utilities Co 


The costs-of-service computations, the classification of costs, and the derived 
rates were presented to all parties to these proceedings in the conference. 
Application of the rates derived in Docket No. G—1806 shows net excess revenues 
in that docket of $407,527, to be refunded as shown in Appendix A, attached 
hereto, together with 6% interest. 

It was agreed, with respect to Docket No. G—2054, that within 10 days after 
acceptance of the settlement agreement by the Commission, Seaboard and 
Virginia Gas would file acceptable rate schedules containing the rates shown 
above, applicable from February 15, 1953, to all sales except those to Amere Gas 
Utilities Company for which Seaboard would file a rate schedule, subject to 
acceptance by the Commission, carrying a rate no higher than 40¢ per Mcf for 
the gas sold to that company by Seaboard. 

It was also agreed that the test year excess revenues in Docket No. G-—2054 
estimated at approximately $2,855,885, based on 9 months’ actual and 3 months’ 
estimated sales, set out in Appendix B, hereof, would be recomputed by Seaboard 
and Virginia Gas for the full refund period on the basis of actual sales from 
February 15, 1953. Further, that Seaboard and Virginia Gas would refund the 
amounts so recomputed plus interest at the rate of 6% per annum from the 
respective dates of receipt of the amounts making up the total computed, to the 
date of refund. 

It was further agreed that Seaboard and Virginia Gas would refund to their 
customers on an Mcf basis any amounts returned to Seaboard and Virginia Gas 
by reason of the recent invalidation by the United States Supreme Court of the 
Texas State Gathering Tax. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

(2) Within 10 days from the date of issuance of this order, Seaboard and 
Virginia Gas should file rate schedules acceptable to the Commission containing 
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rates of $1.80 per Mcf demand charge, 29.32¢ per Mcf commodity charge for sales 
for resale of natural gas in the West Virginia Zone, and $1.90 per Mcf demand 
charge and 30.32¢ per Mcf commodity charge for corresponding sales of natural 
gas in the Virginia, Maryland and District of Columbia Zone, to be applicable to 
sales on and after February 15, 1953; provided, however, that Seaboard should 
also file a rate schedule, subject to our acceptance, containing rates and charges 
no higher than 40¢ per Mcf for gas sales by it to Amere Gas Utilities Company 
on and after February 15, 1953; all such rates and charges to be applied on the 
basis of a heat content adjustment of 1150 Btu per cubic foot. 

(3) The rates and charges applicable to sales of natural gas for resale by 
Seaboard and Virginia Gas during the period March 7, 1952 through February 
14, 1953, were unjust and unreasonable in the net amount of $407,527, and for 
the purposes of this settlement and the circumstances of this proceeding, it is 
appropriate that such amount be refunded. 

(4) It is in the public interest that in allowing the rates in Docket No. G—1806 
and the rates derived by the Staff in Docket No. G—2054 to be effective as of 
March 7, 1952, and February 15, 1953, respectively, as hereinafter provided and 
ordered, the following conditions shall attach: 

(i) Seaboard and Virginia Gas, by April 1, 1954, shall refund with interest 
at 6% per annum the net excess revenues as computed by the Staff in Docket 
No. G-1806 in the amount of $407,527, in the manner set out in Appendix “A” 
attached hereto and made a part hereof. 

(ii) Seaboard and Virginia Gas, by April 1, 1954, shall recompute on basis 
of their actual sales each month since February 15, 1953, the difference in reve- 
nues collected under the rates and charges filed in Docket No. G—2054 and the 
rates and charges derived by the Staff in that docket and set out above, adjusted 
to a heat content of 1150 Btu per cubic foot, and shall refund, with interest at 
the rate of 6% per annum from the respective dates of receipt of the amounts 
making up the total so computed to the date of refund, the difference applicable 
to each customer. 

(iii) If Seaboard and Virginia Gas shall receive any refunds on their pur- 
chased gas costs by reason of the recent invalidation of the Texas Gathering 
Tax they shall submit to the Commission for approval a schedule of refunds to 
be made to their customers, without interest, in proportion to the volumes of 
natural gas purchased by those customers on a straight volumetric basis during 
the period from and after February 15, 1953. Further, if the invalidation of 
such tax results in a reduction of cost to Seaboard and Virginia Gas sufficient 
to permit its reflection in the rates charged by them, then Seaboard and Virginia 
Gas shall file a corresponding reduction in the commodity charges of their rate 
schedules, which shall, as nearly as possible, be equal to the reduction in costs 
occasioned by the invalidation of such tax. 

The Commission orders: 

(A) The increase in rates and charges embodied in Seaboard’s FPC Gas 
Tariff, Fourth Revised Volume No. 1, and Virginia Gas’ FPC Gas Tariff, 
Second Revised Volume No. 1, be and the same hereby (1) is disallowed with 
respect to sales to those companies for which refunds are provided in Appendix 
“A” hereof; (2) is allowed with respect to all other sales, upon the conditions 
set forth in paragraph (4) (i), above. 

(B) The increase in rates and charges embodied in Seaboard’s FPC Gas 
Tariff, Fifth Revised Volume No. 1, and Virginia Gas’ FPC Gas Tariff, Third 
Revised Volume No. 1, be and the same hereby is disallowed. 

(C) Seaboard’s FPC Gas Tariff, Fifth Revised Volume No. 1, and Virginia 
Gas’ FPC Gas Tariff, Third Revised Volume No. 1, containing the rates and 
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charges derived by the Staff in Docket No. G—2054, and set out above, adjusted 
to 1150 Btu per cubic foot heat content, shall be applicable to all sales of natural 
gas by those companies on and after February 15, 1953; and Seaboard and 
Virginia Gas, within the time set therein, shall file new rate schedules in con- 
formity with paragraph (2) above, and shall make refunds in conformity with 
paragraphs (4) (i) and (iii), above. 

(D) Seaboard and Virginia Gas, over the signatures of responsible officers, 
shall file with the Commission within 10 days from the date of the issuance 
of this order, in writing and under oath, an original and four conformed copies 
of their acceptance of this order, and by April 1, 1954, shall submit the details 
of their calculations resulting in the refunds ordered pursuant to Findings 
(4) (i) and (ii) and copies of releases from their customers with respect to 
such refunds. 

(E) Upon full compliance with the provisions of this order by Seaboard 
and Virginia Gas the proceedings in these dockets shall be terminated. 

(F) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against Seabvard and Virginia Gas. 


APppENDIx “‘A”’ 
DOCKET NO. G—1806 


Net excess revenues collected by Atlantic Seaboard Corp. and Virginia Gas 
Transmission Corp. during period March 7, 1952 to February 14, 1953, to be 
refunded with 6 percent interest 


PURCHASER 


Amount of 
West Virginia-Kentucky Zone: refund 


Amere Gas Utilities Co 
Cumberland and Allegheny Gas Co $18, 844 
Virginia Gas Distribution Corp. (by A. S. Corp.)-----------.-----. ~-~---- 


Virginia-Maryland Zone: 
City of Charlottesville, Va 
Commonwealth Natural Gas Corp 
Consolidated Gas Electric Light & Power Co. of Baltimore 
Lynchburg Gas Co 
The Manufacturers Light & Heat Co 
Roanoke Pipe Line Co 
Virginia Gas Distribution Corp. (by V. G. T. Corp.) -------------. ------- 
Washington Gas Light Co 281, 485 


388, 511 


Main Line Customers (Virginia-Maryland Zone) : 
Consolidated Gas Electric Light & Power Co. of Baltimore 
Washington Gas Light Co. of Maryland, Inc 
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APPENDIX “B” 


DOCKET NO. G-2054 






Estimated excess revenues collected by Atlantic Seaboard Corp. and Virginia 

Gas Transmission Corp. during period March 1, 1953 to February 28, 1954 
(based on 9 months actual 3 months estimate) to be refunded with 6 percent 
interest 
PURCHASER 







= » Estimated excess 
West Virginia-Kentucky Zone: collected 4 


Cumberland & Allegheny Gas Co___---------------------.--- $47, 047 
Virginia Gas Distribution Corp. (by A. S. C.)------------------ 2, 954 




































ised in ei ietthcccinnnsdncaetibn ccnp ateselead cana aes 
RE Ge Ure Cia cteabicietiecninctlissinasinnncataaptanintintamaatinananiuminaiiagsde 


I I Goes cersecesniditeceresncceente ncntecscbiincntcncdecnsibied a delice adnaeae ealieamaiae 350, 491 





Virginia-Maryland Zone: 


CRF OE GROIN, Win csi tet etn bichon 11, 324 
Cosmmmeipweektis Tint, Galt Cain ss nk cree 135, 115 
Consolidated Gas Electric Light & Power Co. of Baltimore_____--_ 620, 632 
Ce CD Ciacci ries nee cintel cbaticnstine emtanaaeilans al 10, 480 
Manufacturers Ties & Wie Cee anni a eccrine 174, 107 
BROMO PID: SAUD Ci isa ctetinttticinicrcinticcinrniaenaecbailediian 25, 795 
Virginia Gas Distribution Corp. (by V. G. T.)------------------ 187, 025 





Weaskimgiee ‘Gat Dae Qe ee eed 1, 340, 551 


Total zone. 


Main Line Customers ( Virginia-Maryland Zone) : 
Consolidated Gas Electric Light & Power Co___-_--------------- 155 
Washington Gas Light Co. of Maryland 


Total main-line customers 


Grand total 


Findings and order issuing certificate of public convenience and necessity 
Pacific Gas and Electric Co. 
Docket No. G-2291 


February 26, 1954 





On October 23, as supplemented December 28, 1953, Pacific Gas and Electric 
Company (Applicant), a California corporation with its principal office in 
San Francisco, California, filed application with the Federal Power Commis- 
sion for a certificate of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of: (1) a 
tap on its 20-inch pipeline near Milpitas, California, together with facilities 







1 Estimated amounts are to be recomputed by the companies to derive the actual refund 
due to each of the purehasers on the basis of actual purchases of gas on and after Feb. 
15, 1953. 
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to serve the Ford Motor Company Milpitas plant with natural gas; (2) a tap 
on its 22-inch pipeline near Livermore, California, together with facilities to 
serve the University of California Radiation Laboratory at Livermore with 
natural gas; and (3) a tap on its 22-inch pipeline near Warm Springs, California, 
together with facilities to serve the Harbison-Walker Company brick manu- 
facturing plant at Warm Springs with natural gas. Applicant proposes to 
provide this service on an interruptible basis. 

The record shows that Applicant’s pipelines, which it proposes to tap, trans- 
port natural gas originating in Texas and New Mexico to the proposed taps and 
beyond. Natural gas originating in Texas and New Mexico enters these pipe- 
lines from Applicant’s Milpitas-Topock line, for which a certificate of public 
convenience and necessity was issued by Commission order of February 28, 
1949, in Docket No. G-1092 (8 F. P. ©. 726). 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 16, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Pacific Gas and Electric Company, a California corporation, having its 
principal place of business at San Francisco, California, is engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of natural gas for resale to ultimate public consumption, and therefore 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its February 28, 1949 order in Docket 
No. G—1092, 8 F. P. C. 726. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Pacific Gas and Electric Company to construct and oper- 
ate such of the facilities hereinbefore described as are subject to the jurisdic- 
tion of the Commission, all as more fully described in the application in this 
proceeding. for the transportation of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Co. 
Docket No. G—2324 


February 26, 1954 


On December 2, 1953, Panhandle Eastern Pipe Line Company (Applicant), 
a Delaware corporation having its principal place of business at Kansas City, 
Missouri, filed an application for a certificate of public convenience and ne- 
cessity, pursuant to Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of two additional 330 horsepower compressor engines 
at Applicant’s Bartonville, Illinois, Compressor Station. A temporary certifi- 
cate was issued in this docket on December 24, 1953. 

The facilities herein involved will enable Applicant to increase its deliveries 
of gas to Central Illinois Public Service Company (Central Illinois) at Canton, 
Illinois, from 4,520 Mcf of gas per day to 8,000 Mcf per day, while at the same 
time insuring deliveries of 13,400 Mcf of gas per day to Illinois Power Com- 
pany at Galesburg, Illinois. No increase in the aggregate contract demand 
of Central Illinois is involved inasmuch as the deliveries to Central Illinois at 
Mattoon, Illinois, are to be reduced from 9,000 Mcf of gas per day to 5,520 
Mcf per day. 

Estimated cost of the proposed facilities is $170,000 and financing is to be 
out of Applicant’s cash on hand. 

Pursuant to due notice a public hearing was held in Washington, D. C. on 
February 19, 1954 respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Panhandle Eastern Pipe Line Company, a Delaware corporation, having 
its principal place of business at Kansas City, Missouri, is engaged in the trans- 
portation of natura] gas in interstate commerce and the sale in interstate 
commerce of natural gas for resale for ultimate public consumption, and there- 
fore is a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its October 17, 1945 order in Docket 
No. G—-254, 4 F. P. C. 1081. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as integral parts of Applicant’s existing pipe-line sys- 
tem, and the construction and operation thereof by Applicant are subject to 
the requirements of sub-sections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
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been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Panhandle Eastern Pipe Line Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—2338 
February 26, 1954* 


Algonquin Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, on December 17, 
1953, filed an application for a certificate of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of interconnecting, metering and regulating facilities between its ex- 
isting 26-inch pipeline and an existing S-inch line of the Consolidated Edison 
Company of New York (Consolidated) at a point in New York approximately one 
mile south of Peekskill, New York. 

The proposed facilities, consisting of approximately 100 feet of 4-inch con- 
necting line, a 4-inch tap and metering, regulating and appurtenant facilities, 
will enable Applicant to sell and deliver to Consolidated 10,000 Mcf of gas per 


*Amended by order issued September 22, 1955. 
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day on an emergency basis, thereby providing an alternate supply to be used as 
emergency stand-by, thus improving the reliability of service to Consolidated’s 
customers. The delivery of emergency gas is proposed to be made only if it does 
not impair service to Algonquin’s firm customers. 

Applicant proposes that the sale be made under its filed Rate Schedule E-1, 
Omergency Service. It proposes that Consolidated reimburse it in an amount 
not exceeding $30,000 for the cost of the facilities and in addition up to $1000 
per year for the maintenance of such facilities. This proposal and the proposed 
service are inconsistent with Applicant's filed tariff, including the form of service 
agreement therein. Applicant, by letter filed with the Commission on February 
12, 1954, has agreed to a condition requiring it to file a service agreement and 
revised tariff provisions which will resolve the inconsistency. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 16, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, a Delaware corporation having 
its principal place of business in Boston, Massachusetts, is engaged in the trans- 
portation and sale in interstate commerce of natural gas for resale for ultimate 
public consumption, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission In the Matter 
of Algonquin Gas Transmission Company, Opinion No. 206, at Docket No. G-1319. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant's existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 45 days from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Algonquin Gas Transmission Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
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natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
45 days from the date on which this order issues. 

(D) Deliveries by Applicant to Consolidated shall not exceed 10,000 Mcf of 
gas per day and are to be made only if they will not impair Algonquin’s deliver- 
ies to its firm customers. 

(E) The certificate issued to Applicant shall be void unless Applicant files 
within 45 days from the date of issuance of this order, revisions of its FPC 
Gas Tariff, Original Volume No. 1 and a service agreement covering the pro- 
posed service, satisfactory to the Commission. 


Order allowing withdrawal of notice of cancellation, permitting the filing of 
service agreements, suspending such service agreements and providing for 
consolidated hearing 


United Gas Pipe Line Co. 
Docket Nos. G—1142, G—2019, G-2210, and G-2378 


March 1, 1954* 


United Gas Pipe Line Company (United) on January 25, 1954, tendered for 
filing two proposed service agreements with Arkansas Louisiana Gas Company 
(Arkansas) for sale to the latter company of 50% of its natural gas require- 
ments in Shreveport, Louisiana, and vicinity. Billing for the proposed service 
agreements, for which a March 1, 1954 effective date is requested, would be made 
under applicable standard rate schedules, and would increase the cost of natural 
gas to Arkansas by approximately $347,000, or 45%, per year, based on esti- 
mated sales for 1954. 

United represents that one of the proposed service agreements is applicable 
to general service sales while the other relates to sales of natural gas resold 
to three special large industrial customers. 

The present contract between United and Arkansas, entered into in 1929, 
is an effective rate schedule on file with the Commission as United’s Rate Sched- 
ule FPC No. 69, and supplements thereto. It provides, through a single service 
at a single rate and without separate provision for sales of industrial gas, for 
the supply by United of 50% of Arkansas’ requirements of natural gas in the 
Shreveport area. The rate is 50% of the average rate collected by Arkansas 
in that area. 

At the time United filed its conversion tariff in 1952, it proposed to cancel 
this contract as non-jurisdictional. This cancellation notice was suspended by 


*Application for rehearing dismissed by order issued April 9, 1954. 
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the order issued August 1, 1952, in Docket No. G-2019, until January 3, 1953 
and until such further time as it may be made effective in the manner pre- 
scribed by the Natural Gas Act. To date, the operation of such notice of can- 
cellation has continued to be deferred and in its tender of January 25, 1954, 
United requests permission to withdraw that notice of cancellation. 

The tendered agreements propose to effect changes in the rates, classifications, 
practices, terms and conditions of the service rendered by United under its 
Rate Schedule FPC No. 69, as supplemented, and the notice of canceliation pres- 
ently under suspension in Docket No. G—2019. 

On the basis of the facts presented it has not been shown that the sales of 
gas under the proposed agreements would constitute separate and distinct trans- 
actions or that the changes proposed are lawful. 

United specifically requests that it be granted any special permissions that 
may be required with respect to its proposed filings. 

The Commission finds: 

(1) It is necessary and proper in the public interest and in aid of the en- 
forcement of the provisions of the Natural Gas Act that the Commission allow 
the withdrawal of the notice of cancellation of United’s Rate Schedule FPC 69, 
as supplemented which was suspended by order issued August 1, 1952 in Docket 
No. G—2019; that the Commission permit the filing of the proposed service agree- 
ments tendered January 25, 1954, and that said service agreements be suspended 
and the use thereof be deferred, as hereinafter provided, pending hearing and 
decision thereon. 

(2) It is reasonable and appropriate in the public interest in carrying out 
the provisions of the Natural Gas Act to consolidate for the purposes of hearing 
and decision thereon the proceedings involved in United’s proposed service 
agreements tendered for filing on January 25, 1954, described above, with the 
consolidated proceedings in Docket No. G—1142, et al., and to hold hearings in 
the proceedings so consolidated at such time and place as the Commission may 
direct by further order. 

The Commission orders: 

(A) The aforesaid proceedings as noted in finding (2) above, be and the same 
hereby are consolidated for purposes of hearing and decision. 

(B) The public hearing heretofore ordered to be reconvened upon a date to 
be fixed by further order of the Commission in the consolidated proceedings in 
Docket No. G—1142, et al., shall be concerned also with the lawfulness of the 
rates, charges, and classifications contained in United’s proposed service agree- 
ments tendered for filing on January 25, 1954, described above. 

(C) Pending such hearing and decision thereon, United’s proposed service 
agreements tendered for filing on January 25, 1954, and described above, be and 
the same hereby are suspended and the use thereof deferred until August 1, 
1954, and until such further time thereafter as said service agreements may be 
made effective in the manner prescribed by the Natural Gas Act. 

(D) United be and it hereby is permitted to withdraw its notice of cancella- 
tion of Rate Schedule FPC No. 69 filed July 3, 1952 and suspended by Com- 
mission order issued August 1, 1952 in Docket No. G—2019. 

(E) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s Rules of 
Practice and Procedure. 

Commissioner Digby not participating. 
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Findings and order omitting intermediate decision procedure and granting ap- 
plication for permission and approval for abandonment and issuing certificate 
of public convenience and necessity 


Arkansas-Oklahoma Gas Co.; Fort Smith Gas Corp. 
Docket Nos. G—2332 ; G-2333 
March 1, 1954 


Fort Smith Gas Corporation (Fort Smith) on December 11, 1953, filed with 
the Commission an application in Docket No. G—2333 for a certificate of public 
convenience and necessity to acquire by purchase certain gathering, transmis- 
sion and distribution facilities of Arkansas-Oklahoma Gas Company (Arkansas- 
Oklahoma). Concurrently, Arkansas-Oklahoma filed an application in Docket 
No. G—2332 for permission and approval under Section 7 (b) of the Natural 
Gas Act to abandon the facilities for which Fort Smith made application to 
acquire. 

Pursuant to the Commission’s order issued February 4, 1954, both matters 
were set down for hearing on February 15, 1954. Such hearing was held on 
February 15, 17, and 18, 1954. In accordance with Section 1.30 (c) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.30 (c)) counsel for 
the Applicants requested waiver of the intermediate decision procedure and 
staff counsel concurred in such waiver. 

Fort Smith proposes to acquire all of the transmission, gathering and dis- 
tribution facilities of Arkansas-Oklahoma consisting of the following properties 
as of December 31, 1952: 61.2 miles of gathering lines; 236.9 miles of trans- 
mission lines; 231.6 miles of distribution mains; 207,000 feet of customers’ 
services. 

In addition, it is represented that Fort Smith will acquire related materials 
and supplies, accounts receivable and other assets, subject to liabilities ap- 
plicable thereto, all as of the date of acquisition. 

Fort Smith will acquire such facilities at depreciated original cost of ap- 
proximately $1,938,000. 

The purchase price is to be financed through the issuance of $2,300,000 in 
414% first mortgage bonds to Northwestern Mutual Life Insurance Company of 
Milwaukee, Wisconsin. Fort Smith will utilize approximately $385,000 of this 
amount to retire its outstanding long-term debt. 

It appears that, although at the present time Arkansas-Oklahoma makes a 
sale for resale to Fort Smith subject to the jurisdiction of this Commission, upon 
certification of the acquisition of facilities to Fort Smith this Commission’s 
rate jurisdiction will cease. It is also noted that the Arkansas Public Service 
Commission by formal order issued as of December 29, 1953, approved the pro- 
posed transaction, and that the Chairman of the Arkansas Commission appeared 
at the hearing held in these dockets urging our approval. The Corporation 
Commission of the State of Oklahoma by order of January 5, 1954, also ap- 
proved the proposed transaction. 

Rate jurisdiction of this Commission would cease under the Natural Gas 
Act upon consummation of the proposal put forth by Fort Smith in Docket No. 
G—2333, and rates would then be subject to the jurisdiction of the Arkansas 
Public Service Commission. 

The Commission finds: 

(1) Arkansas-Oklahoma, a Delaware corporation having its principal place 
of business in Fort Smith, Arkansas, owns and operates, among other facilities, 
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gathering, transmission and distribution facilities located in the States of 
Arkansas and Oklahoma, and is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order dated July 3, 
1943, in Docket No. G—443, 3 F. P. C. 436, In the Matter of Southern United Gas 
Company, predecessor of Arkansas-Oklahoma. 

(2) Fort Smith, an Arkansas corporation having its principal place of busi- 
ness in Fort Smith, Arkansas, upon certification hereinafter ordered will trans- 
port natural gas in interstate commerce and by such transportation will be a 
“natural-gas company” within the meaning of the Natural Gas Act. 

(3) Arkansas-Oklahoma and Fort Smith having requested waiver of the in- 
termediate decision procedure and the requirements of the provisions of Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.30 (ce) (1)) having been satisfied, good cause exists for the Commission to 
omit the intermediate decision procedure in Docket Nos. G—2332 and G—2333. 

(4) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the proposed acquisition and operation thereof by Fort 
Smith are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(5) Fort Smith is able and willing properly to do the acts and to perform the 
service proposed and to conforra to the requirements, rules, and regulations of 
the Commission thereunder. 

(6) The proposed acquisition and operation of the facilities by Fort Smith, 
as hereinbefore described, are required by the public convenience and necessity 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(7) The facilities proposed to be abandoned by Arkansas-Oklahoma, as here- 
inbefore described, are used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
abandonment thereof by Arkansas-Oklahoma is subject to the requirements of 
subsection (b) of Section 7 of the Natural Gas Act. 

(8) Such abandonment by Arkansas-Oklahoma is permitted by the public 
convenience and necessity, and an order authorizing and approving the same 
should be issued as hereinafter ordered. 

The Commission orders: 

(A) The intermediate decision procedure in Docket Nos. G—2332 and G—2333 
be and the same is hereby omitted, in accordance with the provisions of Section 
1.30 (c) of the Commission’s Rules of Practice and Procedure (18 CFR 
1.30 (c)). 

(B) Arkansas-Oklahoma be and it is hereby granted permission and approval 
for the abandonment of the natural-gas facilities hereinbefore described, upon 
the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing Fort Smith to acquire and operate the facilities, herein- 
before described, for the transportation of natural gas in interstate commerce 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(D) The certificate issued in paragraph (C) hereof shall be accepted in writ- 
ing, and under oath by a responsible official of Fort Smith and the general terms 
and conditions set forth in paragraphs (1), (2), (4) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate and to the exercise of the rights granted thereunder. 
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(E) The time within which the facilities hereby authorized to be acquired 
shall be so acquired and placed in actual operation as provided by paragraph 
(2) of Section 157.20 of the Commission’s Rules of Practice and Procedure is 
hereby fixed at one month from the date on which this order issues. 

Commissioner Digby not participating. 


Order overruling examiner 
Colorado Interstate Gas Co. 
Docket No. G—2260 


March 8, 1954 


During the course of the hearing in the above rate proceeding, Staff Counsel 
objected to the receipt in evidence of certain exhibits and testimony on the 
ground that they dealt with identical issues raised in a prior rate proceeding 
involving Colorado Interstate Gas Company (Colorado Interstate), which con- 
tentions had been rejected by the Commission. Re Colorado Interstate Gas 
Company, Docket No. G—1115, Op. Nos. 235 and 235-A, 11 F. P. C. 324, 380, 
affirmed in all respects here relevant, sub nom Colorado Interstate Gas Co. v. 
F. P. 0., 209 F. 2d 717 (CA 10, October 29, 1953), 348 U. S. 492. 

The Presiding Examiner sustained the objection and excluded all testimony 
and evidence relating to the following two items: (1) the computation of Fed- 
eral income taxes based on a 3.17 cent wellhead depletion valuation and (2) 
allocation of total system cost of service between jurisdictional and non-juris- 
dictional business. 

Colorado Interstate appealed to the Commission from the Examiner’s ruling, 
and the Examiner certified the record and appeal to the Commission. Natural 
Gas Pipeline Company of America (Natural) joined in the appeal. Briefs or 
memoranda were filed by Colorado Interstate, Natural, City and County of 
Denver and Staff Counsel. 

On the record, Colorado Interstate had agreed to file exhibits reflecting the 
Federal income tax component of the cost of service on a five cent wellhead 
depletion valuation. In its brief, Colorado Interstate states “Colorado will not 
further press the question of a 3.17¢ per Mcf wellhead value in this proceeding. 
Since the 5¢ value will be reflected, there appears to be no further problem on 
this point.” Accordingly, we shall have in this record evidence of the tax lia- 
bility based on the five cent per Mcf valuation which accords with our findings 
and determination in Opinion Nos. 235 and 235—A. 

Respecting the matter of classifying and allocating costs between the jurisdic- 
tional and non-jurisdictional business, Colorado Interstate contends that there 
are changed conditions which warrant a different classification and allocation 
here from that found by us as proper in Opinion Nos. 235 and 235-A. Without 
deciding that conditions here changed or that there are any changes of such a 
nature as to warrant departure from the principles established by us in Opinion 
Nos. 235 and 235—A, we conclude that Colorado Interstate has shown sufficient 
variations in facts and circumstances to be entitled to make its present showing 
on this record. Colorado Interstate’s offer of proof and the surrounding circum- 
stances here distinguish the matter at hand from Northern Natural Gas Com- 
pany, Opinion No. 233, 11 F. P. C. 278, affirmed on this point, sub nom, Kansas 
Corporation Commission v. F. P. C., 206 F. 2d 690. 
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The Commission orders: 
The ruling of the Presiding Examiner excluding the exhibits and testimony 

proferred by Colorado Interstate is reversed. 

Commissioner Doty dissenting. 

Commissioner Digby not participating. 


Order authorizing issuance of short-term promissory notes 
Community Public Service Co. 
Docket No. E-6541 
March 4, 1954 


Community Public Service Company (Applicant), a corporation organized and 
existing under the laws of the State of Delaware, doing business in the States of 
New Mexico and Texas, and having its principal business office at Fort Worth, 
Texas, on January 18, 1954, filed an application with the Federal Power Com- 
mission for an order pursuant to Section 204 of the Federal Power Act authoriz- 
ing the issuance and renewal by Applicant of promissory notes not to exceed 
$3,000,000, principal amount, outstanding at any one time. 

As of the date of the filing of the application, Applicant had outstanding 
$2,200,000, principal amount, of short-term notes which were issued pursuant to 
the Commission’s order issued June 19, 1953, in Docket No. E-6503. Applicant 
proposes to renew these outstanding notes on their maturity dates for additional 
periods of 120 days, to borrow from Fort Worth banks additional sums aggre- 
gating $800,000, and to renew such additional short-term loans for periods not 
to extend in excess of 120 days beyond June 30, 1954. These short-term notes will 
bear interest at the prime rate in effect in Fort Worth, Texas, at the time of 
each borrowing. Applicant states that no finder’s fee or other fee, commission, 
or remuneration will be incurred or paid in connection with the notes. 

Applicant anticipates that these short-term obligations will be retired with the 
proceeds of an issuance of $3,000,000 of its First Mortgage Bonds, authority for 
the issuance of which it has since requested by application filed with the Com- 
mission on February 11, 1954 in Docket No. E-6545. 

The application indicates that the proceeds of the loans will be used to reim- 
burse the company’s treasury for previous construction expenditures. 

Written notice of the application has been given to the Public Service Com- 
mission of New Mexico, the Railroad Commission of Texas, and to the Governor 
of each of these states. Notice of the application has also been given by publica- 
tion in the Federal Register on January 28, 1954 (19 F. R. 501) stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before February 12, 1954. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order entered Decem- 
ber 22, 1952, In the Matter of Community Public Service Company, Docket No. 
E-6466. 

(2) The proposed issuance of the notes described above will constitute an 
issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
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ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of short-term notes in the aggregate amount of 
$3,000,000, as described above, will be in excess of 5% of the par value of other 
securities of the Applicant and therefore will not be exempt by Section 204 (e) 
from the requirements of Section 204 (a) of the Federal Power Act. 

(5) The proposed issuance of short-term notes as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility, and will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance of short-term promissory notes by Applicant and 
the renewals thereof maturing on or before October 31, 1954 in an aggregate 
face amount not in excess of $3,000,000 at any one time at the prime interest rate 
in effect at Fort Worth, Texas, at the time of issuance thereof upon the terms 
and conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved subject to the provisions of this order. 


(B) This authorization shall expire unless the transactions hereby authorized 
are consummated before June 30, 1954. 


Order authorizing issuance of preferred stock and first mortgage bonds 


El Paso Electrie Co. 
Docket No. E-6542 
March 4, 1954* 


El Paso Electric Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the State 
of New Mexico, with its principal place of business in El Paso, Texas, by appli- 
cation filed January 25, 1954, and amended February 4, 12, 19, 24, 1954, and 
March 2, 1954, requested, among other things, an order, pursuant to the pro- 
visions of Section 204 of the Federal Power Act, authorizing the issuance of 
15,000 shares of no par value preferred stock and $5,000,000, principal amount, of 
first mortgage bonds, series due 1984. By that application, Applicant also re- 
quested authorization for the issuance of 76,399 shares of no par value common 
stock, which authorization was granted by Commission order issued February 
25, 1954, in the above docket 13 F. P. C. 846. 

Applicant proposes, on or about March 8, 1954, to invite bids for the purchase 
of the proposed issuance of 15,000 shares of preferred stock and $5,000,000, prin- 
cipal amount, first mortgage bonds by newspaper publication and through dis- 
tribution of a form of bid together with a statement of terms and conditions 
relating to the bids. 

All bids, whether from a single bidder or group of bidders, must be in writing 
and for (1) the purchase of all of the shares of the proposed issuance of pre- 
ferred stock (preferred bid), or (2) the purchase of all of the proposed issuance 
of first mortgage bonds (bond bid), or (3) both. 


*Supplemental order issued March 17, 1954, infra, p. 890. 
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Each preferred bid shall specify (1) the dividend rate of the shares which 
shall be a multiple of 4¢ but not in excess of $5.00 per share per annum, (2) the 
price (exclusive of accrued dividends) to be paid to the Applicant for the pro- 
posed issuance of preferred stock, which shall not be less than $100 nor more 
than $102.75 per share, and (3) that the accrued dividends on said stock from 
January 1, 1954, to the date of payment therefor and delivery thereof will be 
paid to Applicant by the purchaser. In addition, every preferred bid must be 
accompanied by a certified or bank cashier’s check or checks in the aggregate 
amount of $75,000. 

Each bond bid shall specify (1) the coupon rate of the bonds which shall be 
a multiple of 44% but not in excess of 354% per annum, (2) the price (exclu- 
sive of accrued interest) to be paid to the Applicant for the proposed issuance 
of first mortgage bonds, which shall not be less than 100% nor more than 102%% 
of the principal amount thereof, and (3) that the accrued interest on said bonds 
from March 1, 1954, to the date of payment therefor and delivery thereof will 
be paid to the Applicant by the purchaser. In addition, every bond bid must 
be accompanied by a certified or bank cashier’s check or checks in the aggregate 
amount of $250,000. 

All bids must be presented to Applicant before 11: 00 a. m., E. S. T., March 16, 
1954, unless postponed. Unless the Applicant shall reject all bids (which it re- 
serves the privilege so to do), or exclude a bid or bids for reasons specified in the 
statement of terms, it will accept the preferred bid and bond bid which provide 
the lowest cost of money to it for the preferred stock and first mortgage bonds. 

The Applicant proposes to issue the first mortgage bonds, under its Indenture 
of Mortgage dated as of October 1, 1946, to State Street Trust Company, Trustee, 
as heretofore supplemented and as to be further supplemented by a Third 
Supplemental Indenture to be dated as of March 1, 1954. 

As indicated in the aforementioned Commission order authorizing the issuance 
of 76,399 shares of Applicant’s common stock the funds to be obtained from the 
proposed issuance of preferred stock and first mortgage bonds together with 
those derived from the issuance of common stock, will be used, in part, to re- 
deem $4,990,000 of Applicant’s short term notes presently outstanding and the 
balance will be applied to Applicant’s 1954 construction program estimated to 
cost $5,714,000. 

Written notice of the application has been given to the Railroad Commission 
of Texas and the Public Service Commission of New Mexico and to the Gover- 
nor of each of those States. Notice of the application also was published in the 
Federal Register on February 3, 1954 (19 F. R. 631), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before February 17, 1954. No protest or 
petition or request to be heard in cpposition to the granting of such application 
has been received. 

The Public Service Commission of New Mexico by order dated January 27, 
1954, among other things, approved the proposed issuance of preferred stock 
and first mortgage bonds. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set out in the aforementioned Commission order 
issued February 25, 1954, in the above docket. 

(2) The proposed issuance and sale of 15,000 shares of preferred stock and 
$5,000,000, principal amount, of first mortgage bonds will constitute issuances 
of securities within the purview of Section 204 of the Act. 
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(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of preferred stock 
and first mortgage bonds are, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of preferred 
stock and first mortgage bonds, as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of the Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by the Applicant of service as a public utility, and which will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of preferred stock and first mortgage 
bonds described above, upon the terms and conditions, and for the purposes speci- 
fied in the application, be and the same are hereby authorized, subject to the 
provisions of this order. 

(B) The proposed issuance and sale of preferred stock and first mortgage 
bonds at competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as con- 
templated by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have (1) approved the price 
per share of preferred stock to be received by the Applicant and the dividend 
rate to be paid, and (2) approved the price to be received by the Applicant for 
the first mortgage bonds and the interest rate thereof. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Order authorizing and approving acquisition and merger or consolidation of 
facilities 


West Penn Power Co. 
Docket No. E-6529 
March 5, 1954 


West Penn Power Company (West Penn), organized in Pennsylvania, with 
its principal business office in Pittsburgh, Pennsylvania, and a subsidiary of The 
West Penn Electric Company, a registered holding company, filed its application 
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on October 29, 1953, and amendment thereto on February 12, 1954, for an order 
pursuant to Section 203 of the Federal Power Act, authorizing it to acquire all 
of the transmission and distribution facilities of Natrona Light and Power 
Company (Natrona) situated in the Borough of Brackenridge and the Township 
of Harrison, Allegheny County, Pennsylvania, except that part of the trans- 
wission and distribution plant which is located on the plant site of Pennsylvania 
Salt Manufacturing Company and used solely for the purpose of distributing 
electric energy to its manufacturing operations. 

The purchase price of the facilities will be $508,000 in accordance with an 
agreement between the parties dated June 1, 1953, subject to adjustment for 
additions, retirements and depreciation from that date to the closing date, as 
provided in the agreement. Applicant states that the original cost of the 
facilities is $409,169.04 with a depreciation reserve of $102,997.00 and would result 
in an electric plant acquisition adjustment of $201,827.96 upon the payment of 
the proposed purchase price. West Penn proposes to amortize this adjustment 
over the period from the completion of the transaction to January 1, 1960, in 
a manner similar to amortization presently being carried out for an amount 
now in Account 100.5, Electric Plant Acquisition Adjustments, pursuant to the 
Commission’s order of July 24, 1945, which provided for amortization by monthly 
charges to Account 537, Miscellaneous Amortization, with the privilege of 
acceleration by the West Penn, either through charges to Account 537 or to 
Account 271, Earned Surplus. 

West Penn states that the property and rights to be transferred are to be 
operated and exercised by it from and after the date of their transfer, and that 
the proposed transfer will result in improved and more reliable service to 
Natrona’s customers because of West Penn’s large generating capacity, its inter- 
connections, and its resources of men and equipment. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania and the Public Service Commission of West Virginia 
and the Governors of each of those States. Notice was also published in the 
Federal Register on November 6, 1953 (18 FR 7016), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before November 20, 1953. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

The Pennsylvania Public Utility Commission by order of February 1, 1954, 
approved the acquisition by West Penn of the above electric facilities of Natrona 
as proposed by the company. 

The Commission finds: 

(1) West Penn, a corporation, owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is generated 
in West Virginia and consumed in Maryland or Pennsylvania, generated in 
Pennsylvania and consumed in Maryland or West Virginia, and generated in 
Maryland and consumed in Pennsylvania, which facilities are in addition to 
and do not include facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities used for the transmission of electric energy con- 
sumed wholly by the transmitter, and by reason of its ownership and operation 
of such facilities, is a public utility within the meaning of that term as used in 
the Federal Power Act. 

(2) By the proposed transaction Applicant will merge or consolidate its 
facilities subject to the jurisdiction of the Commission with the facilities of an- 


other person within the meaning and subject to the requirements of Section 203 
of the Act. 
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(3) The proposed merger or consolidation of facilities will be consistent with 
the public interest as expressed in the Act. 

(4) The foregoing transaction discloses an excess of purchase price over 
the depreciated original cost of facilities and property acquired in the approx- 
imate amount of $201,827.96 which should be disposed of by Applicant as here- 
inafter ordered. 

(5) The foregoing described transaction having been exempted from the 
requirements of the Public Utility Holding Company Act of 1935 by virtue of 
the operation of Section 9 (b) (1) thereof is not exempt from the requirements 
of Section 203 of the Federal Power Act by virtue of Section 318 thereof. 

The Commission orders: 

(A) The proposed transaction whereby West Penn will merge or consolidate 
its facilities with those to be acquired from Natrona hereinbefore referred to 
is authorized and approved upon the terms and conditions set forth in the ap- 
plication subject to the provisions of this order. 

(B) Applicant shall record the electric facilities and properties acquired from 
Natrona as provided in the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees and shall dispose of the amount properly 
classifiable in Account 100.5, Electric Plant Acquisition Adjustments, by amor- 
tization over the remainder of the period, terminating January 1, 1960, in which 
Applicant is amortizing its other acquisition adjustments, by equal monthly 
charges to Account 537, Miscellaneous Amortization, provided, however, that 
West Penn may accelerate such amortization by charges to Account 537, or to 
Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 


estimate or determination of cost or any valuation of property claimed or 
asserted. 


Order amending order issuing certificate of public convenience and necessity 


Transcontinental Gas Pipe Line Corp. 
Docket No. G-1539 
March 5, 1954 


Transcontinental Gas Pipe Line Corporation (Petitioner) on January 20, 1954, 
filed a petition to amend the Commission’s order issued December 14, 1950, 9 
F. P. C. 1327, issuing a certificate of public convenience and necessity. 

Petitioner specifically requests that paragraph (B) of the order issued De- 
cember 14, 1950, which limited the operation of the facilities thereby authorized 
to the transportation and delivery of natural gas on an interruptible basis to 
the Owens-Corning Fiberglas Corporation, for Petitioner’s own account, but not 
in excess of 4,000 Mcf per day, be amended so that such facilities may also be 
utilized for the transportation and delivery of natural gas on an interruptible 
basis to the Owens-Corning Fiberglas Corporation for the account of the Pied- 
mont Natural Gas Company, Inc. 
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The Commission finds: 
It is appropriate, in carrying out the provisions of the Natural Gas Act, that 
the order issued herein on December 14, 1950, issuing a certificate of public 
convenience and necessity to the Transcontinental Gas Pipe Line Corporation, 
be amended as hereinafter ordered. 

The Commission orders: 

Paragraph (B) of the Commission’s order issued December 14, 1950, be and 
the same is hereby amended by revising said paragraph to read as follows: 

(B) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on an interruptible basis to the Owens-Corning Fiberglas 
Corporation, either for Transcontinental Gas Pipe Line Corporation’s own 
account or for the account of the Piedmont Natural Gas Company, Inc., but not 
in excess of 4,000 Mcf per day. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-—2339 


March 5, 1954 





El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, filed an application on December 
21, 1953, for a certificate of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of the follow- 
ing natural gas pipeline facilities : 

(i) Approximately 13.3 miles of 12%-inch O. D. pipeline extending from the 
suction side of Applicant’s existing Tucson main line compressor station, located 
on the 26-inch and 30-inch California pipeline system in Pima County, Arizona, 
and continuing in a generally northeastwardly direction to a point in Pinal 
County, Arizona. 

(ii) Approximately 5.5 miles of an 85-inch O. D. pipeline extending from the 
termination of the 12%4-inch line designated in item (i) above, in a northwest- 
wardly direction to a point of delivery to the proposed Saguaro power plant 
located in Pinal County, Arizona, together with a sales-meter station for the 
purpose of metering gas delivered to the proposed Saguaro power plant. 

The proposed facilities will be utilized for the delivery and sale of interruptible 
natural gas to Arizona Public Service Company for use in its Saguaro electric 
power plant, which is now under construction. 

The estimated annual requirements (stated in Mcf at 14.73 psia) and estimated 
peak day requirements for the first 3 full years of operation expected to be made 
to Arizona Public Service Company for use in its Saguaro power plant are as 
follows: 





| Peak day requirements 
Estimated iiinaigtiplarieang ehdaiaaa 








| requirements| 
| Summer | Winter 
| 
| i 
April through December, 1954 | 3,774,172 | 24, 075 | 12, 087 
January through March, 1955 O00 BE taenthiininnn sti | 12, 037 
April through December, 1955 ion 9, 445, 077 50, 577 | 24, 075 
Calendar vear 1956_._........__- =e ; ; etka 11, 414, 115 | 50, 577 | 24, 075 
Calendar year 1957_..........-..... “ 12, 340, 800 50, 577 24, 075 
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The total estimated cost of the proposed facilities is approximately $479,879, 
which Applicant proposes to finance from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 23, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944, order in Docket No. G—288, 4 
FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as integral parts of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (8) (i), (8) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
shall be completed and in actual operation should be fixed at 4 months from the 
date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted hereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
4 months from the date on which this order issues. 
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Findings and order issuing certificate of public convenience and necessity and 
approving abandonment of interstate operation of facilities 


Arkansas Louisiana Gas Co. 
Docket No. G—2347 


March 5, 1954 


Arkansas Louisiana Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Shreveport, Louisiana, filed an application on 
January 4, 1954, for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 2,275 feet of 4-inch pipeline, together with a check meter in- 
stallation, and the abandonment of approximately 12,100 feet of its existing 
12-inch line “D” insofar as the interstate operation thereof is concerned, all of 
said facilities being in the immediate vicinity of Shreveport, Louisiana. 

The 12,100 feet of 12-inch pipeline is located in a subdivisional development 
area in the immediate vicinity of Shreveport’s new municipal airport, and Ap- 
plicant proposes to reduce the pressure on the 12-inch pipeline so that it may 
utilize that portion of said pipeline referred to for the distribution of natural 
gas to customers immediately adjacent thereto. 

The proposed 2,275 feet of 4-inch pipeline will be operated as a supply line 
in lieu of that portion of Applicant’s 12-inch line “D” which presently constitutes 
the source of supply to its 12-inch pipeline. 

The estimated cost of Applicant’s proposed facilities is approximately $7,044, 
which will be financed by Applicant out of its cash reserves. The original cost 
of the 12-inch pipeline will be transferred to its distribution plant account in 
the amount of $37,726.63. 

No service will be abandoned as a result of the proposed change in operation. 

After due notice, pursuant to the Commission’s order issued herein on Febru- 
ary 5, 1954, a public hearing was held in Washington, D. C., on February 24, 
1954, respecting the matters involved and the issues presented by the applica- 
tion. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Arkansas Louisiana Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order issued January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Company, Docket No. G—252, 3 FPC 910. 

(2) The proposed facilities hereinbefore described are to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant, are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by Ap- 
plicant are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) The pipeline facility hereinbefore described, which Applicant proposes to 
abandon insofar as its interstate operation is concerned, is subject to the juris- 
diction of the Commission, and the abandonment to the extent proposed by Ap- 
plicant is subject to the provisions of subsection (b) of Section 7 of the Natural 
Gas Act. 
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(6) The proposed abandonment of the pipeline hereinbefore described is 
permitted by public convenience and necessity, and permission and approval to 
abandon, to the extent requested, should be granted. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order shall 
be completed and in actual operation should be fixed at 4 months from the date 
on which this order issues. 

(8) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Arkansas Louisiana Gas Company, authorizing it to construct and 
operate the facilities hereinbefore described, all as more fully described in 
the application, subject to the terms and conditions of this order. 

(B) Applicant be and it is hereby granted permission and approval to 
abandon the interstate operation of the pipeline facility hereinbefore described 
and redesignate and use said facility as a distribution line, all as more fully 
described in the application in this proceeding. 

(C) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at 4 months from the date on which this order issues. 


Order amending license (major) 
Kadiak Fisheries Co. 
Project No. 1432 
March 8, 1954 


Application was filed July 23, 1952, by Kadiak Fisheries Company, licensee 
for major Project No. 1432, located on an unnamed creek, tributary to Dry 
Spruce Bay, in the Kodiak Recording District, Kodiak Island, Alaska, for 
amendment of the license for the project as hereinafter specified. 

The application seeks amendment of the license to change the major project 
to a minor project of not more than 100 horsepower installed capacity and to 
include in the project two reservoirs created by the construction of a low timber 
dam at the outlet of Lower Pond and at the outlet of Upper Pond, raising the 
surface of each pond level six feet—the original diversion dam, flume, and 
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intake having been destroyed by a flood; the extension of the present pipeline 
1,090 feet to the Lower Pond with a 12-inch I. D. wood pipe; two ditches each 
3 feet wide by 2 feet deep, one 850 feet in length and the other 950 feet in 
length, for diversion of water to the ponds; and the rebuilt powerhouse with 
installation of a 24-inch Pelton type water wheel rated at 100 horsepower and 
a 75-kw generator; and to exclude therefrom the diversion dam at the original 
upper end of the pipe line. 

The project as amended will occupy 31.57 acres of lands of the United States 
and consist of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined ; 

(b) Project structures, comprising two reservoirs created by a low timber 
dam at the outlet of Lower Pond and at the outlet of Upper Pond, and raising 
the surface of each pond level six feet; a 12-inch pipeline about 6,762 feet 
long; two ditches each 3 feet wide by 2 feet deep, one 850 feet long and the 
other 950 feet long; and a powerhouse containing a 24-inch Pelton type water 
wheel rated at 100 horsepower connected to a 75-kw generator. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and 
all rights, and interests the possession of which is necessary or appropriate in 
the maintenance and operation of the project. 


The said lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for amendment of 
license and which are described as follows: 

Exhibit K: (FPC No. 1432-2) showing project area and project boundary. 

Exhibit H: One sheet of general description of mechanical and electrical 
equipment, filed July 23, 1952. 

The principal effects of the amendment will be to change the major project 
to a minor project of not more than 100 horsepower installed capacity and 
increase the area of lands of the United States occupied by the project, thus 
increasing the annual charge for the use, occupancy, and enjoyment of such 
lands. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, and the Alaska Department of Fisheries have reported favorably on 
the application. 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not alter any of the 
basic facts upon which the license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The annual charges to be paid under the license as amended are reason- 
able as hereinafter fixed. 

(4) The exhibits described and designated in the third paragraph of this 
order—which supersede certain exhibits now part of the license for the proj- 
ect—conform with the Commission’s rules and regulations. 

(5) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it re 
lates to approval of plans by the Chief of Engineers and the Secretary of the 
Army and to public notice; 6, insofar as it relates to public notice and to the 
acceptance and expression in the license of terms and conditions of the Act which 
are hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation 
reserves: 10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemna- 
468918—61 58 
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tion is reserved; 15; 18, except inscfar as it relates to fishways; 19; 20; 22; 
and 23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) The exhibits described and designated in the third paragraph of this 
order are approved as part of the license for the project. 

(B) The license for major Project No. 1432, issued October 27, 1938, to 
Kadiak Fisheries Company, is hereby amended, effective as of February 1, 1954, 
to provide for the changes described in the second paragraph of this order, 
thus changing the major project to a minor project; a change in the annual 
charges; incorporation of certain exhibits showing and describing the proposed 
project; elimination of the terms and conditions of Part I of the Act referred 
to in finding (5) above, which are hereby waived to the extent therein specified ; 
subjecting the license to the terms and conditions set forth in Form L-7, en- 
titled “‘Terms and Conditions of License for Minor Project Affecting Lands of 
the United States”, which terms and conditions, designated Articles 1 through 
14, are attached hereto and made a part hereof; and subjecting the license to 
certain other special conditions set forth herein as additional articles; said 
amendment being: 

PARAGRAPH I. The “heading”, opening paragraph, and Article 1 of the li- 
cense are hereby amended by changing “MAJOR” to “MINOR” in the heading ; by 
changing “hereinafter” to “herein” in lines 1, 2, 4, 6, and 9 and by adding 
to the opening paragraph “except to the extent that the terms and conditions of 
Part I of the Act are herein waived; and subject to the terms and conditions 
set forth in Form L-7, entitled ‘Terms and Conditions of License for Minor 
Project Affecting Lands of the United States’, which terms and conditions, des- 
ignated Articles 1 through 14, are attached hereto and made a part hereof.”: 
and by deleting the designation “Article 1” from the paragraph so designated 


and changing “hereinafter” in line 5 to “herein”, so that they shall read as 


follows: 


FEDERAL PowER COMMISSION 
LICENSE FOR MINOR PROJECT ON LANDS OF THE UNITED STATES 
PROJECT NO, 1432—ALASKA 


KADIAK FISHERIES COMPANY 


Pursuant to the provisions of the Federal Power Act (herein referred to as 
the Act), the Federal Power Commission (herein referred to as the Commis- 
sion), HEREBY ISSUES to Kadiak Fisheries Company, of Seattle, Washington 
(herein referred to as the Licensee), THIS LICENSE for the purpose of 
constructing, operating, and maintaining certain project works, as herein de- 
scribed, on an unnamed creek which flows into Dry Spruce Bay and upon lands 
of the United States on Kodiak Island, Alaska, subject to the rules and regu- 
lations of the Commission and to the conditions, provisions, and requirements 
set forth herein and in the Act which is incorporated as a part hereof, except 
to the extent that the terms and conditions of Part I of the Act are herein 
yvaived ; and subject to the terms and conditions set forth in Form L-7, entitled 
“Terms and Conditions of License for Minor Project Affecting Lands of the 
United States”, which terms and conditions, designated Articles 1 through 14, 
are attached hereto and made a part hereof. 

This license is issued for a period of 20 years from the date of issuance 
hereof, and in consideration of such license and the benefits and advantages 
accruing thereunder to the Licensee it is expressly agreed by the Licensee that 
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the entire project, project area, and project works as herein designated and 
described, whether or not upon lands of the United States, shall be subject to 
all the terms and conditions of this license. 

PARAGRAPH II. Articles 2 through 23 of the license are hereby eliminated. 

PARAGRAPH III. The license for the project shall be amended to include 
therein the following additional special conditions designated Articles 15 and 16, 
respectively : 

Article 15. The Licensee shall commence construction of the project works 
authorized by this amendment on or before February 1, 1956, shall thereafter 
in good faith and with due diligence prosecute such construction, and shall 
complete the project works and place them in operation on or before Feb- 
ruary 1, 1957. 

Article 16. The Licensee shall pay to the United States the following an- 
nual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $5.00. 

(ii) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $31.57. 

PARAGRAPH IV. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this amendment of license. In acknowledgment of the acceptance of this 
amendment of license, it shall be signed for the Licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order amending order issuing certificate of public convenience and necessity 
Philadelphia Electric Co. 
Docket No. G—2001 
March 11, 1954 


Philadelphia Electric Company (Applicant) filed on January 11, 1954, as sup- 
plemented on February 9, 1954, an application to amend the Commission’s order 
issued September 11, 1952, 11 F. P. C. 1280, issuing a certificate of public con- 
venience and necessity to Applicant. 

Applicant specifically requests that paragraph (B) of the order issued Sep- 
tember 11, 1952, which limited the utilization of the facilities thereby author- 
ized to the transportation and delivery of natural gas on an interruptible basis 
to the United States Steel Company up to, but not in excess of, 23,500 Mcf per 
day, be amended so that such facilities may be utilized for the transportation 
and delivery of natural gas on a firm, temporary firm, and interruptible basis 
to the Fairless Works of the United States Steel Corporation’ up to a maximum 
volume of 23,500 Mcf per day, and of this volume Applicant, by its amendatory 
proposal, seeks authorization to deliver 2,643 Mcf per day of natural gas on a 


1The supplement to the application recites that, effective as of December 31, 1952, the 
“United States Steel Company was merged into the United States Steel Corporation.” 
Therefore the “United States Steel Company” will be referred to as the “United States 
steel Corporation” in amending the Commission's order herein referred to 
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firm basis, 1,357 Mcf per day on a temporary firm basis, and the balance of the 
23,500 Mcf (19,500 Mcf) per day, referred to above, on an interruptible basis. 

The Commission’s order issued December 11, 1953 In the Matter of Trans- 
continental Gas Pipe Line Corporation, et al., Docket No. G-1277 (Reopened), 
12 F. P. C. 762, authorized the Transcontinental Gas Pipe Line Corporation to 
make the following deliveries and sales of natural gas, in addition to those 
authorized by the Commission’s orders issued April 28, 1950, and November 
8, 1950, to the Philadelphia Electric Company, namely, 2,973 Mcf per day on a 
firm basis, and 1,541 Mcf per day on a temporary firm basis, subject to the fol- 
lowing condition: 

From the firm allocation listed above Philadelphia Electric Company 
is hereby required to make available to United States Steel Company the 
firm daily requirements of its Fairless Works up to a maximum of 2,643 
Mcf per day. From the temporary firm allocation listed above Phila- 
delphia Electric Company is hereby required to make available to United 
States Steel Company on a temporary firm basis the additional firm daily 
requirements of its Fairless Works in excess of 2,643 Mcf per day up to a 
maximum of 1,357 Mcf of such additional requirements; provided that the 
volume so made available by Philadelphia Electric Company to United 
States Steel Company on a temporary firm basis shall be reduced in direct 
proportion to any reduction in the temporary firm allocation to Philadel- 
phia Electric Company. If all or any part of the said temporary firm al- 
location shall be made available to Philadelphia Electric Company on a firm 
basis, Philadelphia Electric Company shall make available on a firm basis: 
to United States Steel Company for its Fairless Works a proportionate 
share thereof. 

The Commission finds: 

It is appropriate, in carrying out the provisions of the Natural Gas Act and 
in the public interest, that the order issued herein on September 11, 1952, grant- 
ing a certificate of public convenience and necessity to the Philadelphia Electric 
Company be amended, as hereinafter ordered. 

The Commission orders: 

Paragraph (B) of the Commission’s order issued September 11, 1952, in Docket 
No. G—2001 be and the same is hereby amended to read as follows: 

(B) The facilities herein authorized shall be used for the transportation and 
delivery of natural gas on a firm, temporary firm, and interruptible basis to the 
Fairless Works of the United States Steel Corporation up to a maximum volume 
of 23,500 Mcf per day. 


Order approving proposed settlement and allowing tariff revisions to take effect 
South Jersey Gas Co. 


Docket No. G—2080 


March 11, 1954 


This is a rate proceeding arising from a rate increase filed by South Jersey 
Gas Company (South Jersey). The record herein has been certified to us for 
approval of a proposed settlement, as stated on the record by Commission Staff 
Counsel in open hearing and as agreed to by all parties to the proceeding on 
the record. Upon consideration of the record, we approve the terms of the 
proposed settlement, permitting the agreed-upon rate increases to become effec- 
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tive subject to the terms and conditions, agreed to by the parties, as hereinafter 
set forth. 

On September 25, 1952, South Jersey filed with the Commission proposed 
First Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1. By 
this filing South Jersey proposed a rate increase for its sole sale for resale in 
interstate commerce, that to New Jersey Natural Gas Company (New Jersey 
Natural), which would have resulted in additional revenues of about $57,000 
based on then estimated sales for the year ending September 30, 1953. Based 
on actual sales for the 12 months ended August 31, 1953, the proposed increase 
would amount to $52,000. The rates provided in the settlement, agreed to by 
all the parties, would result in an increase in revenues of approximately $33,000 
on the basis of the actual sales during the latter period. 

On October 23, 1952, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by South Jersey, the pro- 
posed tariff sheet was suspended until March 26, 1953, and until such further 
time thereafter as such proposed tariff sheet might be made effective in the 
manner prescribed by the Natural Gas Act. 

By order issued March 31, 1953, the suspended tariff sheet was permitted to 
become effective as of March 26, 1953, under bond and subject to refund, with 
interest, of the portion of the increased rates or charges which the Commis- 
sion might find not justified. 

Conferences among representatives of South Jersey, New Jersey Natural and 
the Commission Staff were held on January 20, 1954, and February 1, 1954, in 
order to discuss informally the proposed rate increases in an effort to reach a 
settlement satisfactory to all parties. Final agreement was reached by the 
parties as to the total rate increase to which South Jersey was entitled, rates to be 
observed by South Jersey under its rate schedules, and certain conditions under 
which the settlement was acceptable to the parties. 

Pursuant to the Commission order issued February 4, 1954, a hearing was 
convened on February 23, 1954, at which there was presented the terms and 
conditions of the settlement. 

The Commission’s Staff computed a net investment rate base of $2,707,193 
for a test year consisting of the 12 months ending August 31, 1953. Using a 
6% rate of return upon this rate base, the Staff developed an overall total cost 
of service of $2,862,156, $293,869 of which was allocated to jurisdictional sales. 
This cost of service was presented to all parties to these proceedings in the 
conference and an agreement was reached upon rates which would yield revenues 
from South Jersey’s sales for resale in interstate commerce that would approxi- 
mate the aforesaid portion of the cost of service allocated to jurisdictional sales. 

The rate levels for South Jersey, as agreed upon by all parties, are as follows: 







Rate | Demand | Commodity 
Type of service schedule charge per| charge per 
Mef Mef 












Gees GUI VEEE. ncccésonsbabaddincndsccanccddbbstceutsedin $3.75 | 24.5 cents. 





On February 23, 1954, South Jersey filed with the Commission its Second 
Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, superseding 
First Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, and 
requested that such revised sheet be permitted to become effective as of Febru- 
ary 1, 1954. This second revised sheet gives full effect to the agreement reached 
between parties in this proceeding and provides for the rates set forth above. 
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The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropri- 
ate and in the public interest in carrying out the provisions of the Natural Gas 
Act and should be approved and made effective as hereinafter provided and 
ordered. 

(2) The public interest requires that in permitting Second Revised Sheet No. 
4 to South Jersey’s FPC Gas Tariff, Original Volume No. 1, as submitted on 
February 23, 1954, to become effective February 1, 1954, the following conditions 
shall attach: 

(i) South Jersey shall refund to New Jersey Natural the difference between 
the amounts collected under the rates in effect under bond and the amounts 
which would have been collected by the application of the rates and charges 
allowed to become effective herein to the billing units which accrued during 
the period in which rates were collected under bond plus interest at a rate of 
six percent per annum computed to the date of refund. 

(ii) If, as a result of any final order or orders of the Commission, which is, 
are, or have been accepted by Transcontinental or which become final in any 
court review or otherwise in*the pending proceedings at Docket No. G—2075 in- 
volving Transcontinental Gas Pipe Line Corporation (Transcontinental), or 
other proceedings arising therefrom, the rates to South Jersey, which are used 
herein as a part of the cost of service, are reduced, the demand and commodity 
components of the rate of South Jersey as agreed to by the parties herein, shall 
be reduced by the same amounts. If, as a result of the disposition of the above- 
described pending proceeding, involving Transcontinental, South Jersey receives 
a refund on its purchases of gas from Transcontinental, the refund as applicable 
shall be passed on to New Jersey Natural by prorating to New Jersey Natural 
an amount of the refund in proportion to the volume of gas sold to New Jersey 
Natural during the refund period as compared to the total purchases of South 
Jersey during that period from Transcontinental, less the volumes of gas pur- 
chased by South Jersey under Transcontinental’s Rate Schedule “EK”. 

(iii) In the event that the Federal Income Tax rate ultimately applicable to 
the calendar year 1954 is set at a rate lower or higher than 52%, South Jersey 
shall make an appropriate reduction or increase in its rate to New Jersey 
Natural to the nearest one tenth of a cent in the commodity component of the 
rate to reflect such reduced or increased tax cost, based upon the same test pe- 
riod employed in the settlement. Such reduced or increased rate shall be filed 
within thirty days after the reduced or increased tax rate is established and 
effective and appropriate refunds shall be made in the event of reduced rates. 

The Commission orders: 

(A) The increase in rates and charges embodied in South Jersey’s First Re- 
vised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, be and the same 
is hereby disallowed. 

(B) South Jersey’s Second Revised Sheet No. 4 to its FPC Gas Tariff, 
Original Volume No. 1, be and the same is hereby allowed to take effect as of 
February 1, 1954, upon the conditions described in finding (2) above. 

(C) South Jersey, over the signature of a responsible officer, shall file with 
the Commission within 10 days from the date of the issuance of this order, in 
writing and under oath, an original and four conformed copies of its acceptance 
of the terms and conditions of this order and within 30 days from the date of 
issuance of this order, shall submit the details of its calculation reflecting the 
refund ordered pursuant to findings (2) (i) and copies of releases from New 
Jersey Natural with respect to such refund. 
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(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against South Jersey. 


Order amending order issued January 21, 1954, and accepting and approving 
undertaking 


Colorado Interstate Gas Co. 
Docket No. G—2260 


March 12, 1954 


By order issued January 21, 1954, 13 F. P. C. 762, the Commission directed 
Colorado Interstate Gas Company (Colorado) to execute and file, within a 
specified time, its written undertaking to refund to those entitled thereto any 
portion of the increased rates and charges made effective as of January 1, 1954, 
subject to the terms and conditions of said order. On February 3, 1954, such 
an undertaking was filed by Colorado. 

Subsequently, before the undertaking had been approved, Colorado filed a 
motion on March 8, 1954, asking leave to substitute another undertaking in place 
of the undertaking filed on February 3, 1954. The new undertaking, which was 
filed with the motion, results from the following events. 

On August 8, 1952, in Docket No. G—1115, the Commission issued an order 
prescribing rates representing a reduction of certain rates which were then in 
effect. Review of the rate reduction order was sought by Colorado in the 
United States Court of Appeals for the Tenth Circuit and, pending review of 
the order, Colorado secured stays permitting the continued collection by Colo- 
rado of the rates which had been reduced. The stays were issued on condition 
that Colorado pay into an escrow account the difference between the rates pre- 
scribed by the Commission in Docket No. G—1115 and those continued in effect 
by the stays, subject to refund in accordance with the terms of the stay order. 

On review of the merits of the rate reduction order it was affirmed on Oc- 
tober 29, 1953, in all respects but one. The one matter was remanded to the 
Commission for further proceedings. Pending possible review of the decision 
of the Tenth Circuit by the Supreme Court of the United States, and further 
proceedings before the Commission, the impact on the level of rates prescribed 
in Docket No. G—1115 is presently unknown. 

Prior to the Tenth Circuit's decision, Colorado, on September 2, 1953, filed new 
schedules of rates and charges proposing increases in the rates continued in 
effect by the Court’s stay orders. The increased rates were suspended to the 
extent permitted by the Natural Gas Act and, on January 1, 1954, the suspended 
rates became effective subject to the terms and conditions of the order issued 
January 21, 1954, in Docket No. G—2260, as hereinbefore described. 

Thereafter, on February 18, 1954, Colorado filed in the Tenth Circuit its 
“PETITION FOR RELIEF FROM CONDITION OF STAY ORDERS ISSUED 
SEPTEMBER 8, 1952 AND OCTOBER 7, 1952.” By this petition Colorado asked 
to be relieved from and after January 1, 1954, from the requirement that it make 
deposits of the difference between the rates prescribed in Docket No. G—1115 and 
the rates continued in effect by the stay orders. In support of this request, 
Colorado relied on the fact that the presently effective rates are those proposed 
in Docket No. G—2260 and that the undertaking required by the Commission’s 
order made the continued deposits unnecessary. 
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Upon consideration of the petition, it appeared that continued deposits under 
the Court’s stays were necessary unless the undertaking in Docket No. G—2260 
authorized the Commission to require refund, as the Commission finds proper, 
of such part or all of the difference between the rates which became effective 
on January 1, 1954, in Docket No. G—2260, and the rates finally made effective in 
Docket No. G-1115. A substitute undertaking to make such refunds was filed 
on March 8, 1954, by Colorado, in Docket No. G—2260. 

Acceptance and approval of the substitute undertaking require amendment of 
the order issued January 21, 1954, in Docket No. G—2260. 

The Commission finds: 

It is appropriate and necessary in carrying out the provisions of the Natural 
Gas Act and in the public interest that the order issued January 21, 1954, be 
amended as hereinafter ordered, and that Colorado’s motion be granted accepting 
and approving the undertaking tendered on March 8, 1954, in lieu of the under- 
taking filed on February 3, 1954 pursuant to the requirements of said order 
issued January 21, 1954. 

The Commission orders: 

The order issued January 21, 1954, be and the same is hereby amended by 
striking Paragraphs (A), (B), and (C) of said order and by substituting there- 
for the following paragraphs designated (A), (B), and (C): 

“(A) Colorado shall refund to those entitled thereto and in such manner as 
may be required by final order of the Commission in Docket No. G-—2260 any 
portion of the increased rates or charges collected by Colorado after January 1, 
1954, in excess of the rates finally effective in Docket No. G—1115, as such finai 
order or orders in Docket No. G—2260 may find not justified, with interest at the 
rate of 6% per annum from the date of payment to Colorado to the date upon 
which the refund is made; shall bear all costs of any such refunding; shall keep 
accurate accounts in detail of all amounts received by reason of the increased 
rates and charges made effective January 1, 1954 for each billing period ; speci- 
fying by whom and in whose behalf such amounts were paid, and reporting in 
writing and under oath to the Commission monthly for each billing period and 
for each purchaser, the contract demand, actual demand, billing demand, and 
volumes of natural gas sales to each of such purchasers and the revenues result- 
ing therefrom as computed under the rates prescribed by the Commission by 
order issued August 8, 1952, in Docket No. G—1115, and under the rates allowed 
to become effective January 1, 1954, together with the differences in the revenues 
so computed.” 

“(B) The undertaking tendered by Colorado on March 8, 1954, in substitution 
for the undertaking tendered on February 3, 1954, to fulfill the obligations set 
forth in Paragraph (A) hereof, be and the same is hereby accepted and 
approved.” 

“(C) The Secretary shall return to Colorado the undertaking tendered on 


February 3, 1954 pursuant to the provisions of the order as issued on January 
21, 1954.” 


Order denying petitions to intervene 
Tennessee Gas Transmission Co., Northeastern Gas Transmission Co. 
Docket Nos. G-—2352 and G-—2353 
March 12, 1954 


On February 19, 1954, New York State Electric & Gas Corporation (New 
York State Electric) filed a petition to intervene in Docket No. G-2352. New 
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York State Electric represents that a major portion of the natural gas it re- 
ceives is supplied by New York State Natural Gas Corporation which in turn 
receives a major portion of its supply of natural gas from Tennessee Gas 
Transmission Company. New York State Electric does not allege that it re- 
ceives any natural gas directly from Tennessee Gas Transmission Company. 

On February 25, 1954, The Cincinnati Gas & Electric Company and The 
Union Light, Heat and Power Company filed a joint petition to intervene in 
Docket No. G-2353. The joint petition represents that both petitioners are 
principal customers of Central Kentucky Natural Gas Company which is sup 
plied by United Fuel Gas Company which, in turn, is supplied by Tennessee 
Gas Transmission Company. It is further stated that Cincinnati Gas & Elec- 
tric Company is a large customer of The Ohio Fuel Gas Company which is 
in part supplied by the United Fuel Gas Company. 

Permission to intervene in Docket No. G—2352 has been granted to New York 
State Natural Gas Corporation, United Fuel Gas Company and The Ohio Fuel 
Gas Company by an order issued concurrently herewith. 

It does not appear that New York State Electric or the joint petitioners, 
Cincinnati Gas & Blectric Company and The Union Light, Heat and Power 
Company represent any interest not already adequately represented by direct 
customers of Tennessee Gas Transmission Company. 

The Commission finds: 

The above-named petitioners have not shown that they have an interest in 
these proceedings of such nature that their participation as interveners and 
parties is or may be in the public interest, or that other good cause exists for 
the granting of their petitions. 

The Commission orders: 

(A) The aforesaid petition filed by New York State Electric & Gas Cor- 
poration seeking leave to intervene in Docket No. G—2352 hereby is denied. 

(B) The aforesaid joint petition filed by The Cincinnati Gas & Electric 
Company and The Union Light, Heat and Power Company seeking leave to 
intervene in Docket No. G—2353 hereby is denied. 


Order accepting surrender of license 
(transmission line) 


Gila Valley Power District 
Project No. 482 


March 12, 1954 


Application for surrender of license was filed January 29, 1954, by Wellton- 
Mohawk Irrigation and Drainage District, on behalf of the Gila Valley Power 
District, licensee for Project No. 482 occupying public lands of the United 
States. 

The license for the project was issued September 2, 1924, to Gila Valley 
Power District for a period of 50 years therefrom and was subsequently 
amended by Amendment Nos. 1, 2, and 3 dated August 21, 1925, December 16, 
1942, and November 24, 1944, respectively. 

The project consists of a 33,000-volt transmission line extending from station 
508+67 in the NW% section 12, T. 9 S., R. 22 W., Gila and Salt River Base 
and meridian, to a substation in the town of Wellton, Arizona. 
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The licensee has returned the license together with all amendments and has 
paid annual charges for occupancy of public lands of the United States through 
the calendar year 1952. 

The Commission finds: 

(1) The transmission line constituting Project No. 482 is not a primary 
line within the meaning of Section 3 (11) of the Federal Power Act and is 
not, therefore, within the licensing authority of the Commission. 

(2) The transmission line was abandoned May 30, 1952. 

(3) As a consequence of findings (1) and (2), above, acceptance of sur- 
render of license for the line is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission-line Project No. 482 is hereby 
accepted, effective as of January 1, 1953. 


Order approving proposed settlement and allowing tariff revisions to take effect 
Lake Shore Pipe Line Co. 
Docket No. G—2254 


March 15, 1954 


This proceeding arises under the Natural Gas Act and concerns a rate in- 
crease applied for by Lake Shore Pipe Line Company (Applicant). The record 
herein has been certified to us for consideration of a proposed settlement, as 
stated on the record by Commission Staff Counsel in open hearing, and as 
agreed to by all parties to the proceeding. Upon consideration of the record, 
we approve the terms of the proposed settlement, permitting the agreed upon 
rate increase to become effective, subject to the terms and conditions agreed 
to by the parties, as hereinafter set forth. 

On August 31, 1953, Applicant filed with the Commission proposed Fourth 
Revised Sheets Nos. 4, 5, 6, and 7 to its FPC Gas Tariff, Original Volume No. 1, 
proposing a rate increase for its sales in interstate commerce of natural gas 
for resale, which would have resulted in additional annual revenues of ap- 
proximately $131,413, based upon Applicant’s estimated sales during 1954, which 
was used as a test period in developing the proposed settlement under con- 
sideration here. The rates agreed to by all the parties represent an estimated 
annual increase of approximately $48,138, on the basis of estimated 1954 sales. 
Percentage-wise, the agreed-to-rates provide for an increase of about 5.8%, 
whereas the proposed rates involved a 15.7% increase. Thus, acceptance of the 
proposed settlement allows Applicant slightly more than one-third of its applied- 
for increase. 

On September 24, 1953, the Commission, acting pursuant to Section 4 of the 
Natural Gas Act, ordered a hearing to commence February 15, 1954, concerning 
the lawfulness of Applicant’s August 31, 1953 rate-increase proposal, and, 
pending such hearing and a decision thereon, suspended the proposed tariff 
sheets involved until March 1, 1954, and until such further time thereafter 
as the sheets might be made effective in the manner prescribed by the Natural 
Gas Act. 

On February 15, 1954, the hearing was convened, at which appearances were 
entered on behalf of Applicant, the Commission Staff, and two interveners, 
viz, The Lake Shore Gas Company and the City of Ashtabula, Ohio. The hearing 
was recessed from time to time, on motion of Applicant, to permit the parties 
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to confer concerning the possibilities of settling the issues involved. The 
hearing reconvened on February 18, 1954, when there was presented in the 
record a proposed settlement, which the parties to the proceeding had developed 
and agreed to in conferences held February 15, 16, 17, and 18, 1954. 

The proposed settlement includes Fifth Revised Sheets Nos. 4, 5, 6, and 7 to 
Applicant’s FPC Gas Tariff, Original Volume No. 1, proposed to be effective as 
of eight a. m. on March 1, 1954. Such revised tariff sheets embody rates con- 
sisting of a monthly demand charge of $3.85 per Mcf of billing demand and a 
commodity charge of 25.5 cents per Mcef, in lieu of the currently effective rates 
consisting of a demand charge of $3.10 and commodity charge of 26.42 cents, and 
in lieu of the proposed rates consisting of $4.40 demand charge and 27.10 cents 
commodity charge. 

The Fifth Revised Sheets Nos. 4, 5, 6, and 7 to Applicant’s FPC Gas Tariff, 
Original Volume No. 1, were filed by Applicant on February 25, 1954, with the 
request that the same be made effective as of March 1, 1954, in accordance with 
the terms of the settlement agreement, subject to the Commission accepting 
and making effective as of that date In the Matter of Tennessee Gas Trans- 
mission Company, Docket No. G—2252, the rates agreed upon in the proposed 
settlement submitted on February 10, 1954, in that proceeding, particularly the 
rates ($2.60 demand and 21.75 cents commodity) proposed for TGT’s sales to 
Applicant. On February 25, 1954, the Commission issued an order, approving 
the settlement proposed in that proceeding and requiring TGT to file new rate 
schedules containing the agreed-upon rates, to be effective as of March 1, 1954. 

The data of record reveal that the overall rate increase embodied in the revised 
rates, as agreed to by the parties to this proceeding and as recommended by the 
Commission Staff, was arrived at by applying principles approved by the Com- 
mission in prior rate proceedings, using the calendar year 1954 as a test period. 

Applicant, in its August 31, 1953, filing, and in its proposed exhibits served on 
February 1, 1954, used the 12 months ending March 31, 1954, as a test period. 
The appropriateness of this period was questioned by the Commission Staff be- 
cause, though Applicant had commenced operations in late 1952, full scale 
operations were not achieved until in September 1953. During the conferences 
Applicant revised its claimed rate base, cost of service, and allocation of costs 
between jurisdictional and non-jurisdictional business, using 1954 as a test period. 
Applicant’s estimates for such period, and the adjustments proposed by the 
Staff, were based principally upon Applicant’s actual experience since September 
1953, to the extent that its operations in that period appeared reasonably repre- 
sentative of what might be expected in the future. 

A revised net investment rate base of $1,835,121 was claimed by Applicant 
for the test year 1954. Applying a 644% rate of return upon this rate base, 
Applicant developed a revised overall cost of service of $2,177,451, of which 
$1,056,247 was allocated to jurisdictional sales. Such revised rate base, cost of 
service and allocation of costs as claimed by Applicant, the adjustments pro- 
posed by the Staff and accepted by Applicant for purposes of settlement, and 
the adjusted amounts used as a basis for developing the agreed-upon rates 
were presented in the record at the hearing on February 18, 1954 (Exh. 2). 

The rate base as agreed upon for purposes of settlement totals $1,861,177, and 
consists of the sum of net plant investment and working capital requirements. 
The net plant investment was determined by using the average of actual balance 
of plant in service at the beginning of 1954 and the estimated balance at the 
end of the year (includes an allowance for Applicant’s estimated plant construc- 
tion during the year), less reserves for depreciation and amortization. The 
working capital, including cash requirements, prepayments, materials and sup- 
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plies, and also an allowance for prepaid regulatory commission expense, was 
computed in the usual manner, except that no deduction was made for Federal 
income tax accruals.” 

The total cost of service, including return at the rate of 64% on the rate 
base, amounts to $2,113,368, as agreed upon for purposes of settlement. This 
gives effect to reductions proposed by the Staff, totaling $64,083, to the cost of 
service claimed by Applicant. The adjustments include reductions of $4,112 
in transmission expenses, $28,238 in administrative and general expenses, $28,774 
in taxes, and $2,959 in the allowed return. 

The adjustment for return results from reducing from 644% to 644% in the 
rate of return allowed. Applicant had claimed the higher rate, but for purposes 
of settlement agreed to 644%. An analysis of Applicant’s current financial con- 
dition and its cost of capital makes it clear that a company of the size and 
circumstances of Applicant cannot attract capital on as favorable terms as the 
large natural-gas companies. The record shows that Applicant has an unduly 
high ratio (91.5%) of debt to total capitalization, and that, with agreed-to 
rates under consideration made effective, Applicant is not expected to be able 
to meet its cash requirements during 1954 without refinancing part of its short- 
term debt obligations. As of December 31, 1953, Applicant’s capital structure 
consisted of $240,000 capital stock and capital surplus, $77,917 earned surplus 
deficit, and $1,735,000 of debt ($1,450,000 of 444% First Mortgage Bonds, due 
4/1/77, and $285,000 of 5% Notes, due 4/1/62). Additionally, it has a $75,000 
bank loan due later in 1954. 

In the proceedings In the Matters of Lake Shore Pipe Line Company, et al., 
Docket Nos. G—1236, et al., as a basis for a certificate authorizing the services 
now being rendered by it, Applicant represented that its then proposed financing 
would result in a capitalization consisting of 74.2% of debt, 10.8% of common 
stock, and 15.5% of preferred stock. However, as the record here discloses, 
Applicant pursued a different financing route, resulting in the unduly high ratio 
of debt to its total capitalization. A much more sound capital structure would 
exist if the $285,000 of 5% notes due in 1962, which apparently were issued to 
and are now held by Applicant’s stockholders, had been issued in the form of 
capital stock. In the circumstances existing, we find that the proposed settle- 
ment on the basis of a 644% return is reasonable. Our action here is not to be 
construed as approving what appears to be an improvident financial structure. 
Applicant’s full-scale operation began only during September 1953 and we 
cannot disregard its current tight financial position. Nevertheless, it has an 
obligation to take proper steps on its own to rectify the present unsatisfactory 
relationship between debt and equity financing. 

The allocation of the cost of service as agreed upon for purposes of settle- 
ment resulted in a cost of $884,155 being assigned to Applicant’s jurisdictional 
business. The rates as agreed upon, based upon Applicant’s estimated opera- 
tions for 1954, will yield estimated revenues from Applicant’s sales for resale 
in interstate commerce of approximately the amount of the cost of service al- 
located to such jurisdictional sales. 

The record indicates that Applicant’s supplier, Tennessee Gas Transmission 
Company (TGT), plans to file for a rate increase on or about May 1, 1954. As 
a part of the proposed settlement in the instant proceeding, the parties agreed 
that Applicant should be permitted, when TGT files for such anticipated increase 
later this year, to file revised tariff sheets to reflect an increase in Applicant’s 


2The Staff’s investigation developed that Applicant, at the end of 1953, had an oper- 
ating loss carry-over of approximately $77,917, by reason of which it is estimated Applicant 
will not incur any income taxes for approximately two years. 
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rate identical to TGT’s applied for increase; and, ultimately, that Applicant 
be permitted to revise its tariff sheets to reflect whatever increase, if any, that 
the Commission in any final order might accept or make effective with respect 
to TGT’s rates. This provision is deemed reasonable in the circumstances. 

The Commission finds: 

(1) The proposed settlement of this rate proceeding upon the basis hereto- 
fore described, subject to the terms and conditions hereinafter ordered, is ap- 
propriate and in the public interest in carrying out the provisions of the Natural 
Gas Act, and should be approved and made effective as hereinafter provided and 
ordered. 

(2) The public interest requires that, in permitting Fifth Revised Sheets 
Nos. 4, 5, 6, and 7 to Applicant’s FPC Gas Tariff, Original Volume No. 1, to 
become effective March 1, 1954, the following conditions shall attach: 

(i) If, as a result of any orders entered by the Commission In the Matter 
of Tennessee Gas Transmission Company, Docket No. G—2052, and/or In the 
Matter of Tennessee Gas Transmission Company, Docket No. G—2252, Applicant’s 
supplier, Tennessee Gas Transmission Company (TGT), shall file revised rate 
schedules which are made effective and result in any reduction on or after 
March 1, 1954, in the rate of $2.60 per each Mef of billing demand per month 
and the commodity charge of 21.75¢ per Mcf (at 15.025 psia), Applicant shall 
file with the Commission changes in its rate schedules to reduce its rates to 
be identical to the reduction in the demand and/or commodity components re- 
flected in the rates of TGT, and to be effective on the same date as the revised 
and reduced rates of TGT become effective. 

(ii) If, as a result of any Commission orders entered in the aforesaid pro- 
ceedings in Docket Nos. G—2052 and G—2252, TGT shall make any refunds to 
Applicant, applicable to sales from and after May 20, 1953, then Applicant shall 
refund to its utility customers such portions of the TGT refunds as relate to 
Applicant’s sales to its utility customers. 

(iii) Any increase in the cost of natural gas purchased by Applicant from its 
supplier, TGT, above the rates of $2.60 per each Mcf of billing demand per month 
and a commodity charge of 21.75¢ per Mcf (at 15.025 psia) which may be pro- 
posed by TGT to be effective during the calendar year 1954 for deliveries to 
Applicant, will be available to Applicant upon the following terms and conditions: 

(a) Applicant may file revised tariff sheets with the Commission reflecting an 
identical increase in the demand component of its then effective rate as that 
proposed by TGT and/or an identical increase in the commodity component of 
its then effective rate as that proposed by TGT, together with such other re- 
vised sheets to Applicant’s then effective FPC Gas Tariff as would necessarily 
change as the result of an increase in the demand and/or commodity charges. 

(b) The revised tariff sheets of Applicant will bear the same proposed 
effective date as that proposed by TGT. 

(¢) The requirements of Section 154.63 (b) (3) of the Commission’s General 
Rules and Regulations [18 CFR 154.63 (b) (3)] shall be considered satisfied by 
including in the rate-increase filing reference to data submitted in this proceeding. 

(d) The increase in rates as proposed by Applicant will follow the same 
procedural route as the filing of TGT, that is, suspension dates, bond dates and 
effective dates. 

(e) The filing by Applicant will be revised to reflect only the increase, if any, 
which may be ordered by the Commission in any final order which is accepted by 
TGT resulting from the proceedings related to the proposed increase, or which 
may become final in any court review or otherwise. In this event, Applicant 
will file revised tariff sheets to reflect the identical increase in the demand and 
commodity components as described in subparagraph (a) hereof. 
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(3) The increased rates and charges contained in Fourth Revised Sheets Nos. 
4, 5, 6, and 7 to Applicant’s FPC Gas Tariff, Original Volume No. 1, filed on 
August 31, 1953, and suspended by the Commission’s order issued September 24, 
1953, are not just, reasonable, or lawful under the Natural Gas Act; and, 
accordingly, the aforesaid rates and charges should be disallowed as hereinafter 
provided and ordered. 

The Commission orders: 

(A) The increased rates and charges contained in Applicant’s Fourth Revised 
Sheets Nos. 4, 5, 6, and 7 to its FPC Gas Tariff, Original Volume No. 1, be and the 
same are hereby disallowed. 

(B) Applicant’s Fifth Revised Sheets Nos. 4, 5, 6, and 7 to its FPC Gas Tariff, 
Original Volume No. 1, be and the same are hereby allowed to take effect as of 
8:00 a. m. on March 1, 1954, upon the terms and conditions described in finding 
(2) above. 

(C) Applicant, over the signature of a responsible officer, shall file with the 
Commission, within 10 days from the date of the issuance of this order, in 
writing and under oath, an original and 4 conformed copies of its acceptance of 
the terms and conditions of this order. 

(D) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Applicant. 


Order authorizing issuance of first mortgage bonds 
Pacific Power & Light Co. 
Docket No. E-6546 


March 16, 1954 


Pacific Power & Light Company (Applicant), incorporated under the laws of 
the State of Maine, authorized to do business as a foreign corporation in the 
States of Oregon, Washington and Idaho,’ with its principal business office in 
Portland, Oregon, filed its application on February 12, 1954, as amended Febru- 
ary 26, 1954, requesting authorization, pursuant to Section 204 of the Federal 
Power Act, for the issuance of $8,000,000, principal amount, of first mortgage 
bonds, series due 1984. 

Applicant proposes to issue the $8,000,000, principal amount, of first mortgage 
bonds under its Mortgage and Deed of Trust, dated as of July 1, 1947, to Guar- 
anty Trust Company of New York and Oliver R. Brooks, as Trustees, as hereto- 
fore supplemented and as to be further supplemented by the Fourth Supplemen- 
tal Indenture to be dated as of April 1, 1954. 

Applicant proposes on or about March 18, 1954, to invite bids for the pur- 
chase of the proposed issuance of $8,000,000, principal amount of first mortgage 
bonds, by newspaper publication and through distribution of a form of bid to- 
gether with a statement of terms and conditions relating to the bids. 

All bids must be in writing and shall specify (1) the coupon rate of the bonds 
which shall be a multiple of 44%, (2) the price (exclusive of accrued interest) 
to be paid to the Applicant for the proposed issuance of first mortgage bonds, 
which shall not be less than 100% nor more than 102%% of the principal 


1The application does not show that the Applicant is now engaged in public service in 
the State of Idaho. 
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amount thereof, and (3) that the accrued interest on said bonds from April 1, 
1954, to the date of payment therefor and delivery thereof will be paid to the 
Applicant by the purchaser. 

In addition, every bid, whether from a single bidder or group of bidders, must 
be for the purchase of all of the 1984 series bonds to be sold and must be ac- 
companied by a certified or bank cashier’s check or checks in the aggregate 
amount of $400,000 (5% of the principal amount of the proposed $8,000,000 
issuance). 

All bids must be presented to the Applicant before 12: 00 noon, E. 8. T., March 
29, 1954, unless postponed. Unless the Applicant shall reject all bids (which it 
reserves the privilege so to do), or exclude a bid or bids for reasons specified 
in the statement of terms and conditions, it will accept the bid which provides 
the lowest cost of money to it. 

The application indicates that the proceeds from the proposed issuance of first 
mortgage bonds will be used, in part, to discharge all of the Applicant’s out- 
standing unsecured promissory notes totaling $4,000,000 which were issued to 
obtain funds to carry on its 1953 construction program and the remainder 
thereof will be applied to its 1954 construction program estimated to cost 
$6,392,000. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Public Service Commission of Washington and the 
Public Utilities Commission of Idaho and to the Governors of each of those 
States. Notice of the application has also been given by publication in the Fed- 
eral Register on February 20, 1954 (19 F. R. 1023), stating that any person de- 
siring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before March 8, 1954. No protest or peti- 
tion or request to be heard in opposition to the granting of such application has 
been received. 

The Public Utilities Commissioner of Oregon by order dated February 23, 
1954, authorized the Applicant to issue and sell the proposed issuance of first 
mortgage bonds at a price to be fixed by supplemental order. The Public Service 
Commission of Washington by order dated March 5, 1954, authorized the pro- 
posed issuance of first mortgage bonds subject to approval, by supplemental 
order, of the price to be received by the Applicant for said bonds and the inter- 
est rate thereof. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Maine. It owns and operates facilities, among others, for the transmis- 
sion and sale at wholesale of electric energy which is transmitted between the 
States of Oregon and Washington and consumed at points outside of the State 
in which generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate commerce, 
or facilities for the transmission of electric energy consumed wholly by the 
transmitter and Applicant is, therefore, a public utility within the meaning of 
that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance and sale of $8,000,000 principal amount, of first 
mortgage bonds will constitute an issuance of securities within the purview 
of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State Commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of first mort- 
gage bonds is, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 
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(4) The proposed issuance and sale through competitive bidding of first 
mortgage bonds, as hereinafter authorized, will be for a lawful object, within the 
corporate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility, and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be 
consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the Appli- 
cant for the first mortgage bonds and the interest rate thereof, by a further 
order. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Order authorizing issuance of promissory notes 
Minnesota Power & Light Co. 
Docket No. E-6549 
March 16, 1954 


Minnesota Power & Light Company (Applicant), incorporated in Minnesota, 
with its principal business office in Duluth, Minnesota, filed an application on 
March 2, 1954, with amendment thereto on March 8, 1954, pursuant to Section 
204 of the Federal Power Act, requesting authorization for the issuance of not 
to exceed $7,000,000 principal amount of short-term promissory notes. 

The application states that Applicant, as of the date of the application, had 
outstanding $2,000,000 principal amount of short-term notes, and prior to March 
15, 1954, expected to borrow an additional $900,000, or a total of $2,900,000, 
representing less than 5% of the par or fair market value of its other outstand- 
ing securities. 

Applicant proposes to issue, from time to time, on various dates prior to 
April 1, 1956, and in various amounts, and to deliver to Mellon National Bank 
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and Trust Company, Pittsburgh, Pennsylvania, notes up to an aggregate amount 
of $7,000,000 principal amount. The application sets forth that the notes will 
bear interest at the prime commercial bank rate in effect at the time of issue 
(presently 31%,% per annum) and will mature within one year from date of 
issue. The notes will not be resold to the public. No commitment fee in re- 
spect to unborrowed funds will be paid, and no finder’s fees, commission or 
remuneration is to be paid to any person for negotiating the transaction. 

Applicant states that proceeds from the notes to be issued will provide funds 
to refund the $2,900,000 principal amount of notes outstanding after March 15, 
1954, and to meet expenditures in connection with the company’s construction 
program, which will require an estimated $5,600,000 in the year 1954 and a 
minimum of approximately $3,500,000 in the year 1955, the bulk of which will 
be spent on transmission and distribution facilities. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission and Governor of Minnesota. Notice of the application has 
also been given by publication in the Federal Register on March 6, 1954 (19 
F. R. 1294), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
March 15, 1954. No protest or petition or request to be heard in opposition 
to the granting of said application has been received. 

The Commission finds: 

(1) Applicant is a public utility within the meaning of Section 204 of the 
Federal Power Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered November 10, 1950, 
In the Matter of Minnesota Power & Light Company, Docket No. E-6324. 

(2) Applicant is a licensee under Part I of the Federal Power Act and sub- 
ject as such to the jurisdiction of the Commission within the provisions of the 
Act. 

(3) Applicant is a public service corporation, owns and operates licensed 
projects, and develops, transmits and distributes power for sale or use in public 
service in Minnesota. 

(4) Part of the power developed and transmitted by Applicant enters into 
interstate commerce and is distributed in public service and consumed in Wis- 
consin. 

(5) Minnesota has not authorized and empowered a commission or other 
agency or agencies within said State to regulate and control the amount or 
character of securities to be issued by Applicant. 

(6) The proposed issuance of notes, as described above, will constitute an 
issuance of securities subject to regulation under Part I of the Act and Section 
20.1 of the Commission’s rules. 

(7) The proposed issuance of promissory notes, as described above will con- 
stitute an issuance of securities within the provisions of Section 204 of the Act. 

(8) The proposed issuance of promissory notes described above will be in 
excess of 5% of the par value of the other securities of Applicant and therefore 
will not be exempt by virtue of Section 204 (e) from the requirements of 
Section 204 (a). 

(9) The Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that section from the requirements of 
Section 204 of the Act. 

(10 The proposed issuance of promissory notes, described above, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of the 
468918—61——_59 

















890 FEDERAL POWER COMMISSION 





Applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance by the Applicant of service as a public 
utility and which will not impair its ability to perform that service and is 
reasonably appropriate for such purposes. 

(11) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance by Applicant of promissory notes maturing within 
one year from the date of issue, whether an original issue or renewal, from 
time to time on various dates prior to April 1, 1956, in an aggregate principal 
amount of not in excess of $7,000,000 upon the terms and conditions and for the 
purposes specified in the application, is hereby authorized, subject to the pro- 
visions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated on or before April 1, 1956. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Supplemental order authorizing issuance of preferred stock and first mortgage 
bonds 


El Paso Electric Co. 
Docket No. E-6542 
March 17, 1954 


By order issued March 4, 1954, in the above entitled matter, the Commission 
authorized El Paso Electric Company (Applicant) to issue and sell through 
competitive bidding 15,000 shares of no par preferred stock and $5,000,000, 
principal amount, of first mortgage bonds, series due 1984, subject to the pro- 
visions, among others, as set forth in paragraph (B) of that order reading as 
follows: 


(B) The proposed issuance and sale of preferred stock and first mortgage 
bonds at competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and section 34.2 (k) (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegram as contemplated by section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have (1) approved the 
price per share of preferred stock to be received by the Applicant and the 
dividend rate to be paid, and (2) approved the price to be received by the 
Applicant for the first mortgage bonds and the interest rate thereof. 


Application on March 16, 1954, filed an amendment pursuant to the require- 
ments of the Commission’s order issued March 4, 1954, setting forth, among 
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other things, (1) that it proposes to accept, as providing the lowest cost of money 
to it, the bid of Union Securities Corporation to purchase the 15,000 shares of the 
proposed issuance of preferred stock for $100.40 per share, the dividend rate 
per share to be paid by the Applicant will be $4.12, (2) that it proposes to accept, 
as providing the lowest cost of money to it, the bid of Merrill, Lynch, Pierce, 
Fenner & Beane to purchase the proposed issuance of $5,000,000 principal amount, 
of first mortgage bonds, series due 1984, for the price of $101.872 with an interest 
rate of 34 percent per annum. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of 
paragraph B of the Commission's order issued March 4, 1954, in the above docket, 
and under the respective bids it proposes to accept for purchase of the proposed 
issuance of preferred stock and first mortgage bonds (1) the price per share of 
preferred stock to be received by the Applicant and the dividend rate to be paid, 
and (2) the price to be received by the Applicant for the first mortgage bonds 
and the interest rate thereof, are reasonable. 

(2) The proposed issuance and sale of preferred stock and first mortgage 
bonds as hereinafter authorized and approved will be for a lawful object, within 
the corporate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price per share of preferred stock to be received by the Applicant 
and the dividend rate to be paid by the Applicant and the price to be received by 
the Applicant for the first mortgage bonds and the interest rate thereof under 
the respective bids referred to above, are approved as reasonable. 

(B) The proposed issuance and sale of preferred stock and first mortgage 
bonds, referred to above, upon the terms and conditions and for the purposes 
specified in the application, as supplemented by the amendment referred to above, 
be and the same hereby are authorized, subject only to the provisions of para- 
graphs (C), (D) and (E) of the Commission’s order issued March 4, 1954, in 
this matter. 

Commissioner Doty not participating. 


Order authorizing issuance of securities 
Community Public Service Co. 


Docket No. E-6545 
March 18, 1954* 


Community Public Service Company (Applicant), a corporation organized 
and existing under the laws of the State of Delaware, doing business in the 
States of New Mexico and Texas, and having its principal business office at Fort 
Worth, Texas, on February 11, 1954, filed an application, with amendment 
thereto on March 1, 1954, for an order pursuant to Section 204 of the Federal 
Power Act authorizing the issuance of $3,000,000, principal amount, of its first 
mortgage bonds, series D, due 1984. 

The bonds are proposed to be issued under Applicant’s Indenture of Mortgage 
and Deed of Trust to the City National Bank and Trust Company of Chicago, 


*Supplemental order issued April 7, 1954, infra, p. 943. 
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Trustee, dated November 1, 1944, as heretofore supplemented, and to be supple- 
mented by the Fourth Supplemental Indenture under date of March 1, 1954. 

Applicant proposes, on or about March 26, 1954, to invite bids for the purchase 
of the securities by newspaper publication of a “Public Invitation” for bids for 
the purchase of the bonds and by distribution of a “Public Invitation for Bids 
for the Purchase of $3,000,000 First Mortgage Bonds Series D, % due 1984” 
setting forth the terms and conditions relating thereto. The sealed written 
proposals for the purchase of the bonds must be submitted to the Applicant 
before 11: 00 a. m., E. 8. T., April 6, 1954, and must be accompanied by a certified 
or cashier’s check or checks in the aggregate amount of $150,000, representing 
5% of the principal amount of the securities. Bidders will be required to 
specify the interest rate to be borne by the bonds and the price, exclusive of 
accrued interest, to be paid Applicant. The interest coupon rate is to be stated 
in multiples of 4% of 1% and the price to be paid for the bonds is to be stated as 
a percentage of the principal amount which shall be not less than 100% nor more 
than 102%% thereof. Applicant will accept the bid which provides the lowest 
annual cost of money to it, with the reservation of the right, however, to reject 
all bids. 

Applicant states that the proceeds of the proposed bonds will be used, in part, 
to discharge outstanding short-term notes in excess of $2,200,000 heretofore 
issued by Applicant pursuant to authorization by the Commission in Docket Nos. 
E-6503 and E-6541. Funds remaining after discharge of these short-term 
obligations will be used to reimburse Applicant’s treasury for construction 
expenditures heretofore made. 

Written notice of the application has been given to the Public Service Com- 
mission of New Mexico, the Railroad Commission of Texas, and to the Gov- 
ernor of each of these states. Notice of the application has also been given by 
publication in the Federal Register on February 18, 1954 (19 F. R. 963) stating 
that any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before March 5, 1954. No 
protest or petition or request to be heard in opposition to the granting of said 
application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order entered De- 
cember 22, 1952, In the Matter of Community Public Service Company, Docket 
No. B-6466. 

(2) The proposed issuance and sale of $3,000,000, principal amount, of Appli- 
cant’s first mortgage bonds will constitute an issuance of securities within the 
purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of first mortgage bonds as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 
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The Commission orders: 
(A) The proposed issuance of first mortgage bonds, upon the terms and con- 
ditions and for the purposes specified in the application, be and the same hereby 
is authorized and approved, subject to the provisions of this order. 

(B) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall 
have mailed them and advised the Commission by telephone and telegraph as 
contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the coupon rate and the price to 
be received by Applicant for such bonds by further order. 

(C) This authorization to issue first mortgage bonds for the purposes specified 
in the application shall expire unless the transaction hereby authorized is con- 
summated within 90 days after the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of the 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates, or determination of cost, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Doty not participating. 


Order amending order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket No. G—1566 


March 18, 1954 


On March 1, 1954, Arkansas Louisiana Gas Company (Applicant) filed a 
petition to amend the order issued April 4, 1951, issuing a certificate of public 
convenience and necessity in this proceeding, 10 F. P. C. 875. 

Applicant seeks to amend the certificate to change the authorization for the 
construction and operation of 2,200 feet of 44-inch line within the Red River 
Arsenal, Bowie County, Texas, to 1,150 feet of 4%4-inch line. 

In its petition to amend, Applicant states that at the time the certificate here 
was issued, Applicant and the Government were still negotiating for the pro- 
posed service; that subsequent to the issuance of the certificate, an executed 
contract was made with the Government reducing the length of pipe required for 
the service to 1,150 feet. Construction of the facilities was completed on No- 
vember 30, 1953. 

The Commission finds: 

It is necessary and apprupriate to amend the certificate of public convenience 
and necessity in this proceeding as hereinafter ordered. 
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The Commission orders: 
(A) The order issued April 4, 1951, issuing a certificate of public convenience 
and necessity in this proceeding, 10 F. P. C. 875, be and the same is hereby 
amended, changing the authorization for the construction and operation of 
2,200 feet of 4%4-inch pipeline within the Red River Arsenal, Bowie County, 
Texas, to 1,150 feet of 41%4-inch pipeline, extending from Applicant’s line CM-14 
to a meter station within the arsenal. 


(B) In all other respects, said order issued April 4, 1951, is to remain in 
full force and effect. 


Commissioner Doty not participating. 


Order omitting intermediate decision procedure and approving proposed 
settlement 


Southern Natural Gas Co. 
Docket No. G—2141 


March 18, 1954 





This is a rate proceeding arising from a rate increase filing made by Southern 
Natural Gas Company (Southern Natural) on March 2, 1953. By order issued 
March 30, 1953, the Commission suspended until September 2, 1953 such proposed 
increase, except those rates covered by Clause 3.2 (b) (1) and (2) in First 
Revised Sheets Nos. 5, 9 and 13 relating to the rates for the sale of natural gas 
for resale for industrial use only. By order issued September 28, 1953, on motion 
of Southern Natural, the suspended rates were permitted to go into effect as of 
@ September 2, 1953 under bond to refund any part of the increase found not 
‘ justified. 

Pursuant to the order of the Commission, hearing was ordered to commence 
on November 12, 1953. On motion of Southern Natural, the hearing was re- 
cessed to grant all parties an opportunity to confer either for purpose of settling 
the rate controversy or to limit the issues. Conferences were held on November 
12, 13, and 16, 1953. Thereupon the hearing continued with Southern Natural 

introducing its case-in-chief. On resumption of the hearing on February 15, 
Se 1954, further conferences were held on February 15, 16, 17 and 18, 1954. On 
” the last named date, the parties reached a settlement of this rate increase pro- 
ceeding, except as hereinafter noted. 

In its rate increase filing, Southern Natural requested an increase of 4 cents 
per Mcf in the commodity charges of all of its resale rate schedules. Its cost 
of service, as allocated to jurisdictional sales,’ including a 6% percent rate of 
return, showed a deficiency in revenues of 5.05 cents per Mcf. Staff’s cost of 
service, as allocated to jurisdictional sales, including a 6 percent rate of return, 
showed that Southern Natural’s revenue deficiency was not more than 3.76 cents 
per Mcf for jurisdictional sales. The cost of service as allocated to jurisdictional 
business introduced by the Georgia Public Service Commission showed a defi- 
ciency of 2.57 cents per Mcf. All parties used the same test year, the 12 months 

ending April 30, 1953, adjusted for known changes. 















1Since Southern Natural makes both direct sales (non-jurisdictional) and sales for 
resale (jurisdictional), and since this proceeding concerns only the rates for the sales for 


resale, an allocation of Southern Natural’s total cost of service between these two categories 
must be made. 
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The settlement agreed upon provides an increase of 3.354 cents per Mcf. This 
was based on a revenue deficiency on jurisdictional sales of $5,000,000 per year 
related to the annual volume of jurisdictional sales during the test year. The 
4 cents per Mcf increase proposed in the rate filing would have resulted in ad- 
ditional revenues to Southern Natural of $5,955,803, for the year ending April 
30, 1953. The comparison of charges to Southern Natural’s customers on the 
basis of the filed rates and the agreed upon rates is shown on Table A attached 
hereto. 

The following parties joined in the provisions of the settlement: Southern 
Natural Gas Company; Georgia Public Service Commission; Alabama Public 
Service Commission; Alabama Municipal Gas Association (representing 21 
Alabama communities); the cities of La Grange, Hogansville, Grantville and 
Manchester, Georgia; Atlanta Gas Light Company; Gas Light Company of 
Columbus; South Carolina Natural Gas Company; Alabama Gas Corporation ; 
City of Birmingham, Alabama ; and Staff of the Commission. 

The Cotton Manufacturers Association of Georgia and the Mississippi Valley 
Gas Company did not join in the settlement because no provision is there made 
for refunds on the rates for resale for industrial use only which were not 
suspended. 

On March 8, 1954, Southern Natural and the Cotton Manufacturers Association 
filed a joint letter agreement dated March 3, 1954, wherein Southern Natural 
requests permission to make the 3.354 cents per Mcf increase agreed to in the 
settlement effective as of September 2, 1953, to sales for resale for industrial use 
only under Clause 3.2 (b) (1) and (2) of Southern Natural’s First Revised 
Tariff Sheets Nos. 5, 9 and 13, and to refund to its resale customers amounts of 
money equal to the difference between the 4 cents per Mcf increase actually 
collected from those customers since September 2, 1953, and the amounts which 
would have been collected if the 3.354 cents per Mcf increase had been in effect as 
of that date. On its part the Cotton Manufacturers Association withdraws all 
its objections to the proposed settlement, and, jointly, both parties request that 
the record in this proceeding be reopened and their letter agreement be made a 
part thereof. 

Mississippi Valley Gas Company by letter dated March 1, 1954, states that it 
has been informed of the terms of agreement to be effected and filed with the 
Commission by Southern Natural and the Cotton Manufacturers Association with 
respect to sales for resale for industrial use only, and that in view of that 
agreement and upon its receipt by the Commission it withdraws all its objec- 
tions to the settlement heretofore expressed on the record. 

Attached hereto as Table B is a tabulation of the approximate amount of 
refund due to each of Southern Natural’s customers as a result of the 3.354 cents 
per Mcf increase agreed to by the parties to this proceeding. 

Staff Counsel made an oral motion on the record to omit the intermediate 
decision procedure on the ground that due and timely execution of the Commis- 
sion’s functions imperatively and unavoidably so required. All the parties to the 
proceeding, except the Cotton Manufacturers Association and the Mississippi 
Valley Gas Company, concurred in that motion. The objections of the latter two 
parties have now been withdrawn by the letters referred to above. It is ap- 
propriate, therefore, that the intermediate decision procedure be omitted in this 
proceeding. 

One of the provisions of the settlement herein was that in the next rate pro- 
ceeding Southern Natural would present specific data with respect to the ques- 
tion of zone rates and differentials between zones; and that if by November 
1, 1954, Southern Natural has not filed further proceedings involving its rates, 
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any party to this proceeding may request hearing in this docket on all matters 
relating to zone rates and differentials between zones. 

The record herein, including the letters referred to above as hereinafter pro- 
vided, is before us for approval of the proposed settlement, as stated on the 
record by Commission Staff Counsel in open hearing and supplemented by the 
aforementioned letters, and as now agreed to by all parties to the proceedings 
on the record. Upon consideration of the record we approve the terms of the 
proposed settlement, permitting the agreed upon rate increase to become effective 
subject to the terms and conditions agreed to by the parties. 

The Commission finds: 

(1) It is appropriate for the purposes of this proceeding that the record herein 
be reopened and the letters of March 1 and 3, 1954, referred to above, be received 
as a part thereof. 

(2) The proposed settlement of the rate proceedings on the basis heretofore 
described, and subject to the terms and conditions hereinafter ordered, is ap- 
propriate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter ordered. 

(3) It is appropriate that the rates and charges for sales for resale for in- 
dustrial use be made effective as of September 2, 1953, in view of the letter 
agreement respecting refunds for sales for resale for industrial use. 

The Commission orders: 


(A) The intermediate decision procedure in this proceeding be and the same 
hereby is omitted. 

(B) The record herein is reopened and the letters (1) of March 1, 1954 from 
Mississippi Valley Gas Company and (2) of March 3, 1954 from Southern Nat- 
ural and Cotton Manufacturers Association, referred to above, be and the same 
hereby are received and made a part of the record in this proceeding. 

(C) The increase in rates and charges of 4 cents per Mcf in the commodity 
charges as embodied in Southern Natural’s filing of March 2, 1953, be and the 
same hereby is disallowed. 

(D) The proposed settlement of the instant rate proceedings be and the same 
is hereby approved on the following basis: 

(1) Southern Natural’s First Revised Sheets Nos. 5, 9, 13, 28, 31, 34 and 36—-B, 
Second Revised Sheets Nos. 16, 20 and 24, and Original Sheets Nos. 15-B, 36-F 
and 36-K shall be superseded by corresponding revised sheets reducing the 
commodity charges contained therein by 0.646 cents per Mcf in each case. 
These revised sheets shall be filed as hereinafter provided and made effective 
as of September 2, 1953, with respect to all classes of sales for resale. 

(2) Southern Natural shall refund to each resale customer, with interest at 
6 percent per annum from the date of receipt to the date of refund, amounts of 
money equal to the difference between the amounts collected from each cus- 
tomer under bond, and the amounts which would have been collected if the 
rates provided for in paragraph (D) (1) above had been in effect from Sep- 
tember 2, 1953. Such refunds shall be made on or before May 1, 1954. 

(3) Southern Natural shall refund within 60 days after receipt thereof, on 
the basis to be approved by the Commission, any refund received by Southern 
Natural from United Gas Pipe Line Company at Docket No. G—2019. 

(4) Southern Natural shall file, unless otherwise ordered by the Commission, 
within 60 days from the date of the final order at Docket Nos. G—1142 and 
G-2019, changes in its rates herein approved reflecting any reduction in 
United’s rates to Southern Natural. 

(5) Southern Natural, unless otherwise ordered by the Commission, shall 
reflect any decrease in the 52 percent Federal income tax rate, which was the 
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tax rate used in this proceeding, by making appropriate refunds and by re- 
vising its rates. 

(6) Southern Natural shall file the revisions to its rate schedules as set 
forth in paragraph (D) (1) above within 15 days from the date of the issuance 
of this order. 

(7) Southern Natural shall submit on or before May 15, 1954, details of the 
calculations resulting in the refunds made pursuant to rates herein allowed to 
become effective as of September 2, 1953, together with copies of releases from 
all such customers with respect to such refunds. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Southern Natural. 

Commissioner Doty not participating. 


Docket No. G-2141 


Tasie A.—Southern Natural Gas Co. Comparison of Approximate Revenues, 
12 Months Ended Apr. 30, 1953 
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G-2141, G-1907 


TasLe B.—Southern Natural Gas Co. Approximate refunds resulting from 
settlement rates Sept. 2, 1953, to Feb. 28, 1954 


NAME OF PURCHASER ae 
Atlanta Gas Light Co $364, 810 
Gas Light Co. of Columbus 23, 057 
Alabama Gas Corp 155, 457 
Mississippi Valley Gas Co 
South Atlantic Gas Co 
South Carolina Natural Gas Co 
Cochran, City of. 
Fort Valley, City of. 
Grantville. Town of 
Hawkinsville, City of 
Hogansville, City of 
LaGrange, City of 
Manchester, City of 
Perry, City of 
Talbotton, Town of 
Tallapoosa, Town of 
Warner Robins, City of 
Alabama Water Co 
Ashville, Town of 
Calera, Town of 
Childersburg, Town of 
Columbiana, Town of 
Cordova, Town of 
Dadeville, City of 
Demopolis, City of 
Eden, Town of 
Fultondale, Town of 
Gordo, Town of 
Graysville, Town of 
Hokes Bluff, Town of 
Jacksonville, City of 
Jasper, City of 
Lafayette, City of 
Lanett, City of 
Livingston, Town of 
Marion, City of. 
Montevallo, Town of 
Oak Ridge, Town of 
Oneonta, City of 
Pell City, Town of 
Phenix City, City of 
Pickens Co. Gas District 
Piedmont, City of 
Pleasant Grove, Town of 
Ragland, Town of 
Rainbow City, Town of 


2 Amounts shown are subject to recomputation by company for actual BTU adjustment 
and 6% interest from date of payment to date of refund. 
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TABLE B.—Southern Natural Gas Co. Approrimate refunds resulting from 
settlement rates Sept. 2, 1953, to Feb. 28, 1954—Continued 


Approximate 
refund * 


Sylacauga, City of $3, 195 
Tallassee, Town of 

Trussville, Town of 

Union Springs, City of. 

Uniontown, Town of 

West Point, City of 

York, Town of 

Brent, Town of 

Chilton County Gas District 

De Kalb-Cherokee Co. Gas District 
Greensboro, City of 

Helena, Town of 

Carthage, Town of 

North Central Natural Gas District 
Vicksburg, City of 

Trauscontinental Gas Pipe Line Corp 


NAME OF PURCHASER 


624, 493 


1 Amounts shown are subject to recomputation by company for actual BTU adjustment 
and 6% interest from date of payment to date of refund. 


Order approving proposed settiement and requiring tariff revisions to be filed 
Alabama-Tennessee Natural Gas Co. 
Dockets Nos. G—2253 and G—2336 
March 18, 1954 


These are rate proceedings arising from an application for rate increase and 
a proposal to institute a penalty provision for unauthorized over-runs, both 
filed by Alabama-Tennessee Natural Gas Company (Alabama-Tennessee). The 
record of the proceedings held herein has been certified to the Commission for 
approval of a proposed settlement, as stated on the record by Commission Staff 
Counsel and as agreed to by all parties to the proceedings. Upon considera- 
tion of the record, we approve the terms of the proposed settlement, permitting 
the agreed-upon rate increase to become effective, subject to the terms and con- 
ditions agreed to by the parties as hereinafter set forth. 

On August 31, 1953, Alabama-Tennessee filed its Sixth Revised Sheet No. 4 
and Third Revised Sheet No. 7-A to its FPC Gas Tariff, Original Volume No. 
1, proposing increased rates and charges which would have resulted in esti- 
mated increase in revenues of approximately $120,204, based on sales for the 
twelve-month period ending June 30, 1953. 

By order issued September 24, 1953, at Docket No. G—2253, the Commission 
suspended and deferred the use of the aforementioned tariff sheets until March 
1, 1954, and until such further time thereafter as said proposed tariff sheets 
might be made effective in the manner prescribed by the Natural Gas Act, 
and ordered that a public hearing concerning the lawfulness of said proposed 
tariff sheets be held on February 24, 1954. 

On November 17, 1953, Alabama-Tennessee filed its Fourth Revised Sheet No. 
7-A, Second Revised Sheet No. 7-B, and Original Sheets Nos. 7-C, 7-D, 7-B, 
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and 7-F to its FPC Gas Tariff, Original Volume No. 1, proposiag to change 
its Rate Schedules G—-1 and. SG—1 by instituting a penalty of $10.00 per Mcf 
of gas taken without prior approval in excess of 1% over the contracted maxi- 
mum daily delivery obligation. A penalty of $1.00 per Mcf of gas was proposed 
for unauthorized over-runs of up to 1% of the maximum contractual obligation. 

By order issued December 17, 1953, at Docket No. G—2336, the Commission 
suspended and deferred the use of said tariff sheets filed on November 17, 1953, 
until May 17, 1954, and until such further time thereafter as said proposed 
tariff sheets might be made effective in the manner prescribed by the Natural 
Gas Act, and ordered that a public hearing concerning the lawfulness of said 
proposed tariff sheets be held January 18, 1954. 

Upon joint motion of the Cities of Athens, Decatur, Florence, Hartselle, 
Huntsville, Sheffield, and Tuscumbia, Alabama; Corinth and Iuka, Mississippi; 
and Selmer, Tennessee, the Commission, by order issued January 13, 1954, con- 
solidated the proceeding in Docket No. G—2336 with the proceeding in Docket 
No. G—2253 for purpose of hearing, and directed the consolidated hearing be 
held on February 24, 1954. 

After due notice, and pursuant to the order of the Commission, the hearing 
in these consolidated proceedings commenced on February 24, 1954, with repre- 
sentatives of Alabama-Tennessee, all interveners, and the Commission Staff 
appearing. Following the entering of appearances, the hearing was recessed 
from day to day to February 26, 1954, to allow all participants in the pro- 
ceedings opportunity to confer informally in an effort to reach a settlement of 
the issues satisfactory to all parties. 

On February 26, 1954, final agreement was reached by the parties and stated 
on the record as to the total rate increase to which Alabama-Tennessee was 
entitled and the rates to be charged by Alabama-Tennessee under its rate sched- 
ules, with certain conditions under which the settlement was acceptable to the 
parties. 

Testimony, together with attached Exhibits 1 to 14, inclusive, prepared by 
Alabama-Tennessee in advance of the hearing, and filed with the Commission 
on January 15, 1954, was incorporated in the record of these proceedings by 
reference to the Commission’s files (Item G). For the purposes of such testi- 
mony and exhibits, Alabama-Tennessee employed as a test period the actual 12- 
month experience ended December 31, 1953. The company’s exhibits show that 
the rates under suspension in Docket No. G-—2253 would produce revenues 
amounting to $92,688 less than the cost of serving its jurisdictional business. 

However, the record shows that the rate base and expenses shown in 
Alabama-Tennessee’s prepared exhibits did not reflect any allowance for the 
facilities which it received authorization to construct by order of the Commis- 
sion issued December 23, 1953, In the Matter of Alabama-Tennessee Natural Gas 
Company, Docket No. G—2222, 12 F. P. C. 1449. Those facilities were installed 
in January 1954, and were placed in service on or about February 1, 1954. 

The parties agreed that a more representative cost of service for the pur- 
poses of these rate proceedings could be developed by including in the rate base 
the new facilities authorized in Docket No. G—2222, and by giving effect to 
the additional costs and the additional billing units and revenues related to 
those facilities. 

The parties further agreed that the availability provision of Alabama-Ten- 
nessee’s Rate Schedule SG—1 should be modified so as to make that service 
available to customers with requirements of not more than 1,500 Mcf of gas 
per day instead of 1,000 Mcf, as presently included in this rate schedule. 

The rate levels agreed upon by the parties to be charged by Alabama- 
Tennessee are $2.70 per Mcf of billing demand and 21¢ commodity charge for 
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all gas delivered under Rate Schedule G—1, and a straight uniform rate of 
40.5¢ per Mcf of gas delivered during the month under Rate Schedule SG-1. 

The net increase in revenues to Alabama-Tennessee over the revenues re- 
ceived under its present rates, as a result of the agreed upon change in rate 
level and modification of the volume limitation on availability of Alabama- 
Tennessee’s Rate Schedule SG—1, is $103,281, as compared to the increase of 
$179,337 which would have been effected under the suspended rates (Exh. 4). 

It was agreed, as a part of the proposed settlement, that in lieu of the 
proposed penalty provision suspended in Docket No. G-2336, Alabama-Tennessee, 
by installation of flow-controllers, limit the hourly rate of flow to 6% of the 
maximum daily contract volume specified in the service agreements with its 
resale customers. 

It was further agreed on the record that Alabama-Tennessee would file with 
the Commission, within 30 days after issuance of this order, its FPC Gas Tariff, 
First Revised Volume No. 1, incorporating the rates agreed upon and the terms 
of the proposed settlement, to be effective on and after March 1, 1954. 

It was agreed, further, that in the event Tennessee Gas Transmission Com- 
pany (Tennessee) is required to make refunds to its customers in accordance 
with paragraphs (C) and (D) of the Commission’s order issued in Docket No. 
G-—2252 on February 25, 1954, or for any other reason, Alabama-Tennessee 
shall make appropriate refunds to its customers of the refunded amounts re 
ceived from Tennessee in direct proportion to the volumes of gas sold to such 
customers during the period to which the refund applies. 

Furthermore, it was agreed that in the event the Federal income tax rate 
payable by Alabama-Tennessee is more or less than 52% during the calendar 
year 1954, then Alabama-Tennessee shall file with the Commission, within 30 
days from the date of such change in the tax rate, revised schedules of rates 
for general service reflecting the increase or decrease in Federal income tax 
payments, such revised filings to be made effective with the effective date of 
such change in tax rates with appropriate refund if the effective rate is less 
than 52%. 

Settlement of the proceedings on the basis described herein was agreed to 
by all parties on the record on February 26, 1954. In acceding to such agree- 
ment, however, all parties made the reservation that the settlement was not 
to constitute a precedent which would be binding in any way in any subsequent 
proceeding in which Alabama-Tennessee or other parties may be involved. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appro- 
priate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter provided 
and ordered. 

(2) The rates and charges as contained in Alabama-Tennessee’s Sixth Re- 
vised Sheet No. 4 and Third Revised Sheet No. 7-A to its FPC Gas Tariff, 
Original Volume No. 1, filed August 31, 1953, in Docket No. G—2253, are not 
just, reasonable, or lawful under the terms and provisions of the Natural Gas 
Act, and should be disallowed and denied, as hereinafter provided. 

(3) The proposed modification of the provisions in Alabama-Tennessee’s Rate 
Schedules G-1 and SG-1 to provide an over-run penalty provision as contained 
in Fourth Revised Sheet No. 7—-A, Second Revised Sheet No. 7—B, and Original 
Sheets Nos. 7-C, 7-D, 7-E, and 7-F to its FPC Gas Tariff, Original Volume 
No. 1, filed with the Commission November 17, 1953, in Docket No. G—2336, 
should, in view of the terms of proposed settlement, be disallowed and denied 
as hereinafter provided and ordered. 
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The Commission orders: 

(A) The rates and charges contained in Alabama-Tennessee’s Sixth Revised 
Sheet No. 4 and Third Revised Sheet No. 7—A to its FPC Gas Tariff, Original 
Volume No. 1, filed August 31, 1953, in Docket No. G—2253, be and the same are 
hereby disallowed and denied. 

(B) The changes proposed in Alabama-Tennessee’s Rate Schedules G—1 and 
SG-1 as contained in Fourth Revised Sheet No. 7-A, Second Revised Sheet No. 
7-B, and Original Sheets Nos. 7-C, 7-D, 7—-E, and 7-F to its FPC Gas Tariff, 
Original Volume No. 1, filed November 17, 1953, in Docket No. G—2336, be and 
the same are hereby disallowed and denied. 

(C) Within 30 days after the date of issuance of this order, Alabama-Tennes- 
see shall file a new FPC Gas Tariff, First Revised Volume No. 1, in a form satis- 
factory to the Commission, conforming to the settlement agreed upon and con- 
taining the rates hereinbefore set forth, to be effective on and after March 1, 
1954. 

(D) In the event that the actual Federal income tax payable by Alabama-Ten- 
nessee for the calendar year 1954 is more or less than 52%, Alabama-Tennessee 
shall file, within 30 days from the date of such change in tax rate, revised sched- 
ules of rates for general service, reflecting the increase or decrease in Federal 
income tax payments, such revised filings to be made effective with the effective 
date of such change in tax rates with appropriate refund if the effective rate 
is less than 52%. 

(E) In the event that Tennessee Gas Transmission Company is required to 
make refunds to its customers in accordance with paragraphs (C) and (D) of 
the Commission’s order issued in Docket No. G-2252 on February 25, 1954, or 
for any other reason, Alabama-Tennessee shall make appropriate refunds to its 
customers of the refunded amounts received from Tennessee Transmission Com- 
pany in direct proportion to the volume of gas sold to such customers during the 
period to which the refund applies. 

(F) The Commission reserves the right to reject all or any part of the revised 
tariff or tariff sheets to be filed by Alabama-Tennessee, and in lieu thereof to 
prescribe by further order appropriate rates, charges, classifications, rules, regu- 
lations, and practices, consistent with the settlement agreement. 

(G) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted by or against Alabama-Tennessee, or any other companies 
or persons. 

Commissioner Doty not participating. 


Findings and order permitting and approving abandonment and issuing certifi- 
cate of public convenience and necessity 


Northern Natural Gas Co. and Independent Natural Gas Co. 
Docket No. G—2334 


March 18, 1954 


On December 14, 1953, Northern Natural Gas Company (Northern) and Inde- 
pendent Natural Gas Company (Independent), both Delaware corporations hiv- 
img their principal places of business at Omaha, Nebraska, filed a joint appli- 
cation, pursuant to the provisions of Section 7 of the Natural Gas Act, whereby 
Independent, a wholly owned subsidiary of Northern, requests permission and 
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approval to abandon by sale to Northern all of its facilities now owned and 
operated by it, and Northern seeks a certificate of public convenience and neces- 
sity authorizing it to acquire and operate such facilities. 

The facilities involved include Independent’s Grayco Compressor Station in 
Gray County, Texas, approximately 21 miles of 20-inch pipeline extending from 
said compressor station northwardly to a point of interconnection with facili- 
ties of Northern in Carson County, Texas, and appurtenant facilities. Through 
such facilities Independent presently compresses, transports and sells to North- 
ern approximately 36,000 Mcf of natural gas per day, purchased by Independent 
from Phillips Petroleum Company, and, in addition, compresses and transports 
for the account of Northern approximately 10,000 Mcf of natural gas per day, 
presently being purchased by Northern from Phillips Petroleum Company. Ap- 
plicants state in their joint application that the proposed acquisition will result 
in elimination of duplicating items of expense, with consequent savings to 
Northern and its customers. Applicants further state that, upon approval by 
the Commission of the proposed acquisitions, Northern will assume all of the 
outstanding liabilities of Independent, outstanding common stock of Independent 
will be surrendered and cancelled, and Independent will be dissolved. 

The record shows that Independent’s total utility plant, based on original cost 
as recorded on the books of Independent, is $2,214,320.85 as of September 30, 
1953, consisting of $1,745,034.86 of gas plant in service, and $469,285.99 of con- 
struction work in progress. Depreciation reserves are stated to be $1,634,887.74 
as of the same date, or 93.7 per cent of the original cost of gas plant in service. 
The consolidated balance sheet shows that after elimination of intercompany 
current accounts, the investment of Northern in the common stock of Independ- 
ent will exceed the net assets or equity of Independent by $39,737.52, which 
excess investment is to be charged to the earned surplus of Northern. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1954, respecting the matters involved and the issues presented by the 
joint application. No protest to the application has been received. 

The Commission finds: 

(1) Independent Natural Gas Company, a Delaware corporation having its 
principal place of business at Omaha, Nebraska, is engaged, by virtue of its 
operations hereinbefore described in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of natural gas for resale 
for ultimate public consumption, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 6, 1942, in Docket No. G-379, 3 FPC 824. 

(2) Independent’s facilities proposed to be abandoned, as heretofore described, 
are used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and the abandonment thereof by 
Independent is subject to the requirements of subsection (b) of Section 7 of 
the Natural Gas Act. 

(3) Public convenience and necessity permits the proposed abandonment, and 
an order permitting and approving the same should be issued as hereinafter 
ordered. 

(4) Northern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at Omaha, Nebraska, owns and operates, among other 
facilities, a natural gas transmission pipeline system located in the States of 
Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota, and 
by such operation is engaged in the transportation and sale for resale of nat- 
ural gas in interstate commerce, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
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Gas Act as heretofore found by the Commission in its order of April 6, 1943, 
In the Matter of Northern Natural Gas Company, Docket No. G—280, 3 FPC 967, 
and its order of January 18, 1950, In the Matter of Northern Natural Gas Com- 
pany, Docket No. G-1183. 

(5) The facilities to be acquired and operated by Northern are proposed to 
be used in the transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Northern’s existing 
pipeline system, and such acquisition and operation are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) Northern is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and to 
the requirements, rules, and regulations of the Commission thereunder. 

(7) The proposed acquisition and operation by Northern of the facilities de- 
scribed in the joint application herein are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter condi- 
tioned and ordered. 

The Commission orders: 

(A) Independent be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Northern Natural Gas Company, authorizing acquisition and opera- 
tion of Independent’s facilities as described in the joint application herein, 
subject to the rules and conditions of this order. 

(C) The certificate hereby issued shall be accepted in writing and under oath 
by a responsible official of Northern and the general terms and conditions set 
forth in paragraphs (1) and (4) of Section 157.20 of the Commission’s Rules 
and Regulations, including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (B) hereof, and to the exer- 
cise of the rights granted thereunder. 

(D) This certificate is not transferable in any manner and shall be effective 
only so long as Northern continues the operations hereby authorized in accord- 
ance with the provisions of the Natural Gas Act, as well as any applicable rules, 
regulations, or orders of the Commission. 

Commissioner Doty not participating. 


Order confirming and approving rate schedules 
Bonneville Project, Columbia River, Washington-Oregon 
Dockets Nos. IT-6087, IT-6088, IT-6089, IT-6090, E-6331 


March 18, 1954 


On Noyember 23, 1953, the Assistant Secretary of the Interior, acting for 
the Bonneville Power Administration (Bonneville) and the Administrator 
thereof, filed for confirmation and approved by the Federal Power Commission, 
pursuant to the provisions of the Bonneville Act (50 Stat. 731), as amended, 
rates and charges for electric energy provided in contracts between Bonneville 
and Portland General Electric Company (IT-6087), Pacific Power and Light 
Company (IT-6089), Mountain States Power Company (IT-6090), and the 
Washington Water Power Company (E-6331). A similar contract with Puget 
Sound Power and Light Company (IT-6088) was filed on January 7, 1954. 
These contracts are proposed to supersede similar five-year contracts with 
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these companies, which were approved as to the rates and charges provided 
therein by order of the Commission issued January 23, 1952 in these dockets. 

The contracts, which are for a fixed term of twenty years, state that Bonne- 
ville is unable to supply, at least in the immediate future, the full firm pur- 
chased power requirements of the five utilities, and that the amounts of power 
and energy sold to the companies are accordingly limited. The quantities of 
electric energy to be made available to the companies during each month of 
the term of the contracts will be determined by a supply schedule to be pre- 
pared each year by the Administrator upon the stated basis of the available 
supply of energy for firm and peaking purposes, the firm power and peaking 
requirements of the utilities, and other pertinent factors. Pursuant to the 
contracts, energy in the amount of 401,952 mkwh is guaranteed for the 1953— 
1954 year (subject to revision by the annual supply schedule),* and provision 
is made for annual increases to a maximum of 3,637,920 mkwh in 1958-1959, 
followed by annual declines thereafter to zero in 1965-1966. 

The proposed contracts establish a schedule of specific priorities for the 
allocation of power expected to be available to Bonneville for distribution to 
its various classes of customers during the term of the contracts. The con- 
tracts also provide that Bonneville may withdraw from the companies, upon 
five years’ notice, capacity and energy anticipated to be required by public 
bodies, cooperatives, or Federal agencies. 

Section 6 of the contracts provides, in part, that “. . . in conformity with 
the policy of conserving available power supply so that the needs of domes- 
tic, rural and small commercial and industrial consumers will continue to be 
served . . .”, Bonneville will not, with certain exceptions, supply firm power 
for resale by any purchaser for additional service to existing or to new in- 
dustrial customers if such service would result in an increase of 10,000 kw 
or more in any one year in the purchaser’s demand, and that Bonneville will 
not make additional firm power commitments to direct industrial customers 
until such time as the total allocations to the private companies can be supplied 
as firm power.’ 

The proposed rates and charges consist of Bonneville’s C-4 Rate Schedule 
($17.50 per kw-year) applied on a monthly basis to the allotted demand. 
When utilization of the allotted demand is restricted, however, the amount to 
be billed at this rate will be a calculated demand, obtained by assuming that 
all the energy actually delivered was taken at base load. Demand actually 
taken in excess of the calculated demand will be billed at $0.75 per kw per 
month, in accordance with Bonneville’s F-4 Rate Schedule. If and when 
Bonneville is able to supply the companies’ full purchased power requirements 
the C-4 Rate Schedule will apply without modification. 

Deliveries of power and energy will be made by Bonneville at several inter- 
connection points, and the contracts provide as compensation for diversity in 
the flow of power at the several points of delivery the following monthly di- 
versity charge per kw of billing demand: 


Cents 
Mountain States: Power: Gotnpeini iio od ee ee 1. 500 
Pacific Pewer dnd: Eight Compengiiouu. i... nnn nunse 0. 845 
Portiand General Misctric Cotapinys on on Le 1.185 
Puget Sound Power & Light Company--__-.-~--~-_-------------------- 0. 680 
The Washington Water Power Company..__.................~.....-+---+= 0. 075 


1The 1953-1954 supply schedule submitted after the tender of the contracts shows that 
the energy available for delivery for this period will amount to 1,945,300 mkwh. 

2 The contracts further provide that Bonneville will solicit the cooperation of the prefer- 
ence customers in limiting the addition of large industrial loads. 


468918—61——_60 
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Written notice of the filing of the aforesaid rate schedules was given by pub- 
lication in the Federal Register on December 16, 1953 (18 F. R. 8254) stating 
that any person desiring to comment or to make representations with reference 
thereto should submit the same on or before January 4, 1954. 

In response thereto the Northwest Public Power Association (Association), 
on February 8, 1954, submitted for filing a petition to intervene in these pro- 
ceedings.’ In this proposed filing the Association alleges that the rate pro- 
visions of the contracts discriminate in favor of the private companies and 
adversely affect the interests of preference customers in that the prescribed 
joint application of Bonneville’s C-4 and F-4 Rate Schedules permits the Ad- 
ministrator to waive the 100% ratchet on the computed feature of the C-4 
Rate Schedule. 

Rate Schedule C-4 provides for the supply by Bonneville of the full purchased 
power requirements of an electric utility. However, because of the existing 
power shortage in the area and Bonneville’s prior obligations to its other cus- 
tomers, the amount of firm and non-firm power which Bonneville is able to supply 
to the private utilities are both limited and variable. Under these circumstances, 
application of the 100% ratchet feature of the computed demand (defined as 
the purchaser’s load less its net owned capability and that purchased from 
others) of the C-4 rate would result in compelling the private utilities to pay 
the full C-4 rate for energy which they do not receive and which Bonneville is 
unable to supply. The proposed waiver of the ratchet provision during periods 
of limited availability of power will merely relieve these purchasers of the 
obligation to pay for energy which they are not furnished and will not consti- 
tute preferential treatment for the private utilities. It appears, therefore, that 
the protests of the Association are without merit. 

Pursuant to Section 5 (a) of the Bonneville Act, which requires review of 
rates at intervals of not more than five years, the Bonneville Power Adminis- 
tration is presently making studies to determine what changes, if any, should 
be made in the existing rate schedules applicable to sales of Bonneville power. 
The next periodic rate adjustment date is December 20, 1954. Because of the 
long term of the proposed contracts, rate schedules designed to supersede those 
considered herein should be submitted prior to December 20, 1954 for con- 
firmation and approval by the Commission. 

The Commission finds: 

(1) It is appropriate for the purposes of the Bonneville Act that the pro- 
posed rates and charges for the disposition of Bonneville energy, as set forth in 
the contracts referred to above, be confirmed and approved for the interim 
period ending December 19, 1954. 

(2) Orderly administration of the provisions of the Bonneville Act providing 
for the confirmation and approval of proposed rate schedules will be facilitated 
by the filing of new rate schedules superseding those approved hereby, together 
with supporting cost studies and related data, at least 90 days prior to December 
20, 1954. 

The Commission orders: 


The rates and charges in the contracts between Bonneville and the companies 
named above be, and they are hereby confirmed and approved for application 
during the interim period ending December 19, 1954. 

Commissioner Doty not participating. 


*The “Petition to Intervene,” as such, was not accepted for filing inasmuch as neither 
the Bonneville Act of 1937 (50 Stat. 731) nor the Administrative Procedure Act (60 Stat. 


237) makes provision for such intervention in Commission proceedings under the Bonne- 
ville Act. 
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Order authorizing merger or consolidation of facilities 
Kentucky Utilities Company and Dixie Power & Light Company 
Docket No. E-6543 


March 19, 1954 
















































Kentucky Utilities Company (Kentucky Utilities), incorporated under the 
laws of the State of Kentucky, qualified to do business as a foreign corporation 
in the State of Tennessee, with its principal business office in Lexinzton, Ken- 
tucky, in an application filed February 8, 1954, pursuant to the provisions of 
Section 203 of the Federal Power Act, requested in the alternative that such 
application be dismissed for want of jurisdiction or that the Commission by 
appropriate order authorize it to merge or consolidate its facilities with all of 
those of its two wholly-owned subsidiaries, Dixie Power & Light Company 
(Dixie), and South Fulton Light and Power Company (Fulton). Dixie and 
Fulton, both incorporated under the laws of the State of Tennessee, having 
their respective principal business offices at that of the parent company, joined 
in Kentucky Utilities’ application. 

The facilities proposed to be merged or consolidated by Kentucky Utilities 
consist of (1) transmission and distribution properties which are presently 
used by Dixie to furnish electric service to the public in and around Tazewell 
and New Tazewell, Tennessee, and (2) transmission and distribution properties 
which are presently used by Fulton in rendering similar service to the public 
in and around South Fulton, Tennessee. Both of these service areas are adja- 
cent to the territory now served by Kentucky Utilities. 

Kentucky Utilities states that as the owner of all of Dixie’s outstanding capi- 
tal stock consisting of 100 shares of common stock, par value $100 per share, 
and all of Fulton’s outstanding capital stock consisting of 20 shares of common 
stock, par value $100 per share, it proposes to effect the merger or consolida- 
tion of the respective facilities presently owned by Dixie and Fulton through 
liquidating dividends and thereafter the dissolution, in accordance with the 
laws of Tennessee, of both subsidiaries with Kentucky Utilities remaining as 
the surviving corporation. 

The application indicates that the respective properties of Dixie and Fulton 
are entered in the accounts of those companies at the original cost thereof and 
the proposed merger will not result in the creation of acquisition adjustments. 
The original cost as of December 31, 1953, of the facilities to be acquired from 
Dixie is stated to be $238,620 with an applicable reserve for depreciation of 
$62,385 and those from Fulton to be $82,885 with an applicable reserve for de- 
preciation of $18,966. 

Kentucky Utilities’ total investment in Dixie and Fulton was recorded at 
$146,350 as of December 31, 1953. This amount is equivalent to the total of the 
Common Stock and Capital Surplus accounts of the two subsidiaries. In the 
recording of the mergers, the Common Stock and Capital Surplus accounts of 
the subsidiaries will be cancelled against Kentucky Utilities’ investment, and 
Dixie’s Earned Surplus of $35,118 and Fulton’s Earned Surplus of $45,360, 
will be transferred to Kentucky Utilities’ Earned Surplus. 

The application states that Kentucky Utilities is presently supplying all of 
the energy requirements of Dixie and Fulton and that those companies are op- 
erated as an integrated part of Kentucky Utilities’ system. 

Kentucky Utilities sets forth, among other things, that the proposed merger 
or consolidation will be in the public interest because of the resulting elimina- 
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tion of corporate duplication and consequent simplification of its own corporate 
structure. 

The Securities and Exchange Commission in an order dated April 19, 1949, 
among other things, exempted Kentucky Utilities, pursuant to the provisions of 
Section 3 (a) (2) of the Public Utility Holding Company Act, from the provi- 
sions of that Act which would otherwise be applicable to it because of its owner- 
ship of all of the outstanding securities of, among others, Dixie and Fulton. 

Written notice of the application has been given to the Railroad and Public 
Utilities Commission of Tennessee and the Public Service Commission of Ken- 
tucky and to the Governors of each of those States. Notice was also published 
in the Federal Register on February 17, 1954 (19 F. R. 916-917), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before March 3, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of such 
application has been received. 

The Commission finds: 

(1) Kentucky Utilities is a corporation organized and existing under the laws 
of the State of Kentucky. It owns and operates facilities, among others, for 
the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Kentucky, Illinois, Ohio, Tennessee and Virginia and 
consumed at points outside of the State in which generated, all of which facilities 
are in addition to and do not include facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of elec- 
tric energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter and Kentucky Utilities is, therefore, 
a public utility within the meaning of that term as used in Section 208 of the 
Federal Power Act. 

(2) Dixie is a corporation organized and existing under the laws of the State 
of Tennessee. It owns and operates facilities, among others, for the transmis- 
sion of electric energy which is generated in Kentucky and consumed in Tennes- 
see, all of which facilities are in addition to and do not include facilities used for 
the generation of electric energy, facilities used in local distribution or only for 
the transmission of electric energy in intrastate commerce, or facilities for the 
transmission of electric energy consumed wholly by the transmitter and Dixie is, 
therefore, a public utility within the meaning of that term as used in Section 203 
of the Federal Power Act. 

(3) By the proposed transaction Kentucky Utilities will, within the meaning 
of Section 208 of the Act, merge or consolidate its facilities subject to the juris- 
diction of the Commission with (1) facilities of Dixie, subject to the jurisdiction 
of the Commission, and (2) those of Fulton, another person within the meaning 
and subject to the requirements of Section 203 of the Federal Power Act. 

(4) By the proposed transaction Dixie will, within the meaning of Section 203 
of the Act, merge or consolidate its facilities subject to the jurisdiction of the 
Commission with those of Kentucky Utilities. 

(5) The proposed merger or consolidation of the facilities of Dixie and Fulton 
by Kentucky Utilities will be consistent with the public interest as expressed in 
the Federal Power Act. 

(6) The proposed merger or consolidation of the respective facilities of Dixie 
and Fulton by Kentucky Utilities is exempt from the requirements of Securities 
and Exchange Commission approval under the Public Utility Holding Company 
Act and is therefore not exempt from the requirements of Section 203 of the 
Federal Power Act by virtue of Section 318 thereof. 

(7) The period of public notice given in this matter is reasonable. 
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The Commission orders: 

(A) The proposed merger or consolidation of the respective facilities of Dixie 
and Fulton by Kentucky Utilities, described above, be and the same hereby is 
authorized and approved upon the terms and conditions as set forth in the ap- 
plication subject to the provisions of this order. 

(B) Kentucky Utilities shall record the respective electric facilities and prop- 
erties of Dixie and Fulton, described above, as provided in the Commission’s Uni- 
form System of Accounts Prescribed for Public Utilities and Licenses. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 

(D) Kentucky Utilities request that its application for authorization to 
merge or consolidate its facilities with all of those of Dixie and Fulton be dis- 
missed by this Commission for want of jurisdiction be and the same is hereby 
denied. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost of any valuation of property claimed or 
asserted. 

Commissioner Doty not participating. 


Order approving proposed settlement and requiring tariff revisions to be filed 
East Tennessee Natural Gas Co. 
Docket No. G—2312 


March 25, 1954 


This is a rate proceeding arising from a rate increase filed by East Tennessee 
Natural Gas Company (East Tenn). The record herein has been certified to us 
for consideration of a proposed settlement, as stated by Commission Staff Coun- 
sel on the record in open hearing, and as agreed to by all parties to the proceed- 
ing on the record. Upon consideration of the record, we approve the terms of 
the proposed settlement, permitting the agreed-upon rate increase to become 
effective subject to the terms and conditions, as agreed to by the parties, as here- 
inafter set forth. 

On October 14, 1953, East Tenn filed with the Commission its First Revised 
Sheets Nos. 4, 5, 7 and 8 of its FPC Gas Tariff, Second Revised Volume No. 1, 
proposing the following increased rates: 

Rate Schedule G—1: 53.5 cents per Mcf. 

Rate Schedule G-2: Demand—$4.00 per month per Mcf of billing demand. 
Commodity—25.5 cents per Mcf. 

In addition, by said filing East Tenn proposed to change the availability of its 
G-1 and G-2 Rate Schedules, so that Rate Schedule G—1 would apply to those 
purchasers using not more than 1,000 Mcf in any one day, rather than 3,000 
Mcef. 

For the year ended August 31, 1953, the proposed changes would have resulted 
in increased revenues of $501,728 over the revenues that would result from the 
rates made effective under bond on May 2, 1953. 
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By order issued November 13, 1953, the Commission suspended the proposed 
tariff changes until April 15, 1954, pending a hearing and decision thereon, and 
fixed a date for hearing to commence on February 1, 1954. On motion of East 
Tenn, the hearing was postponed to March 3, 1954, on condition that East Tenn 
would not move to place the proposed tariff changes into effect prior to May 15, 
1954. 

Hearing in this proceeding commenced on March 8, 1954. Following the en- 
tering of appearances, the hearing was recessed from day to day until March 
5, 1954, to allow all interested parties full opportunity to discuss informally the 
proposed rate increase in an effort to reach a settlement satisfactory to all 
parties. 

On March 5, 1954, final agreement was reached and stated on the record by 
the parties to the proceeding as to the total rate increase to which East Tenn 
was entitled, the rates to be observed by East Tenn under its various rate sched- 
ules, certain other changes in the tariff provisions, and the terms and conditions 
under which the settlement was acceptable to the parties. 

By order issued March 4, 1954, we affirmed the decision of the Presiding Ex- 
aminer In the Matter of East Tennessee Naturai Gas Company, Docket No. 
G—2078, 13 F. P. C. 549. By that decision and order East Tenn was ordered 
to place in effect certain rates therein enumerated. 

In this proceeding the calendar year 1953 was used as the test period, ad- 
justed for known changes, which consisted largely of an increase in the cost of 
gas purchased by East Tenn from its supplier. 

In the conferences preceding the settlement agreement three different cost of 
service determinations for East Tenn’s resale sales were presented to the con- 
ferees. These same cost studies were placed in the record of these proceedings. 
East Tenn presented a cost of service determination indicating that its cost of 
service for resale sales was $4,953,173, as compared with revenues of $4,540,459 
(Ex. 13) which would be produced by the suspended rates. The Staff presented 
a cost of service determination which indicated that East Tenn’s cost of service 
for resale sales was $4,007,112 (Ex. 17), and the intervenors’* presented a cosb 
of service determination showing a cost of service for resale sales amounting to 
$3,798,433 (Ex. 20). With these studies before them the conferees agreed that 
rates which would produce total revenues for resale sales for the test year of 
$3,982,447 (Ex. 18) would be reasonable. The following rates were agreed upon 
to produce such revenues of $3,982,447 : 

Rate Schedule G—1: 44.5 cents per Mcf. 

Rate Schedule G-2: Demand—$3.00 per month per Mcf of billing demand. 
Commodity—23.5 cents per Mcf. 

Rate Schedule I-1: 26 ceats per Mcf. 

The revenues under the agreed-upon rates are approximately $558,012 less 
than the revenues which would have been produced under the suspended rates 
during the same period. The agreed-upon rates represent an increase of 
$304,643 over the rates provided in our order issued March 4, 1954, in Docket 
No. G-2078. 


1The following interveners took part in the conference, introduced exhibits and agreed 
to the settlement : Chattanooga Gas Company ; Tennessee Gas Company ; Cleveland Natural 
Gas Company; Knoxville Utilities Board; Tullahoma Natural Gas Company; Cities of 
Fayetteville, Athens, Gallatin, Harriman and Lewisburg, Tennessee. The Railroad and 
Public Utilities Commission of the State of Tennessee, by counsel, concurred in the 
settlement. 
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It was agreed as part of the settlement that East Tenn would file revised 
tariff sheets containing the rates agreed upon, within 30 days following the 
Commission’s order accepting the proposed settlement, to be effective on and 
after May 15, 1954. 

Furthermore, it was agreed that if the actual Federal Income Tax payable 
by East Tenn is fixed at less than the rate of 52 percent after December 81, 
1953, East Tenn would file revised rate schedules which will reflect such de- 
crease, and would make appropriate refunds from revenues collected under the 
agreed rates after May 15, 1954. 

It was agreed that in the event East Tenn’s supplier, Tennessee Gas Trans- 
mission Company, makes refunds to its customers in accordance with para- 
graphs (C) and (D) of the Commission's order issued on February 25, 1954, in 
Docket No. G—2252, or for any other reason, East Tenn would make appropriate 
and equitable refunds to its customers of the refunded amounts received from 
Tennessee Gas Transmission Company. 

Further, it was agreed that certain tariff changes embodied in Exhibit 14 in- 
troduced into the record in this proceeding would be made by East Tenn involv- 
ing principally the following: 

(a) The limitation or availability of G—-1 rate schedule would be increased 
from 3,000 Mcf to 4,000 Mcf. 

(b) The unauthorized over-run penalty of $10 per Mcf would be waived under 
the conditions therein enumerated. 

(c) The manner of processing applications by East Tenn’s customers to East 
Tenn for additional volumes of gas. 

The Commission finds: 

(1) The proposed settlement of this rate proceeding on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appro- 
priate and in the public interest in carrying out the provisions of the Natural 
Gas Act and should be approved and made effective as hereinafter provided and 
ordered. 

(2) The rates and charges as contained in First Revised Sheets Nos. 4, 5, 7 
and 8 of East Tenn’s FPC Gas Tariff, Second Revised Volume No. 1, filed Oc- 
tober 14, 1953, are not just, reasonable, or lawful under the terms and provisions 
of the Natural Gas Act and should be disallowed and denied, as hereinafter 
provided and ordered. 

The Commission orders: 

(A) The rates and charges contained in First Revised Sheets Nos. 4, 5, 7 and 
8 of East Tenn’s FPC Gas Tariff, Second Revised Volume No. 1, be and the 
same are hereby disallowed and denied. 

(B) Within 30 days after the date of issuance of this order, East Tenn shall 
revise First Revised Sheets No. 4, 5, 7 and 8, and Original Sheets Nos. 10 and 
11 of its FPC Gas Tariff, Second Revised Volume No. 1, by filing in a form sat- 
isfactory to the Commission, together with the tariff changes contained in Ex- 
hibit 14 in this proceeding, new schedules of rates and charges, to be effective 
on and after May 15, 1954, containing the following rates: 

Rate Schedule G—1: 44.5 cents per Mcf. 

Rate Schedule G-2: Demand—$3.00 per month per Mcf of billing demand. 
Commodity—23.5 cents per Mcf. 

Rate Schedule I-1: 26 cents per Mcf. 

(C) In the event that the actual Federal income tax payable by East Tenn 
for the year 1954 is fixed at less than the rate of 52 percent, East Tenn shall 
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file revised rate schedules which will reflect such decrease, and shall make 
appropriate refunds from revenues collected under the rates hereby approved 
after May 15, 1954. 

(D) In the event that Tennessee Gas Transmission Company is required to 
make refunds to its customers in accordance with paragraphs (C) and (D) of 
the Commission’s order issued February 25, 1954, in Docket No. G—2252, or for 
any other reason, then Hast Tenn shall make appropriate refunds to its cus- 
tomers of the refunded amounts received from Tennessee Gas Transportation 
Company in direct proportion to the volume of gas sold to such customers during 
the period to which the refund applies. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against East Tenn. 


Order approving proposed settlement and requiring filing of tariff revisions 
Central Kentucky Natural Gas Co. 
Docket Nos. G—-1791, G—2056 


March 26, 1954 





This rate proceeding arises from revision filed by Central Kentucky Natural 
Gas Company (Central Kentucky) in its FPC Gas Tariff on August 17, 1951, 
February 6, 1952, and August 15, 1952, which have the effect of increasing the 
rates charged Central Kentucky’s wholesale customers. A proposed settlement 
of the rates and issues, as stated by Commission Staff Counsel and agreed to by 
all parties represented, has been submitted to us for our consideration and 
approval. 

Upon consideration of the record, we find that (1) the terms of the proposed 
settlement are fair and reasonable and (2) the agreed-upon rates should be 
permitted to become effective subject to the terms and conditions hereinafter 
set forth. 

The first rate increase proposed by Central Kentucky, as embodied in its FPC 
Gas Tariff, Second Revised Volume No. 1 filed August 17, 1951, and First Revised 
Sheet Nos. 7 and 8 to said tariff filed February 6, 1952, would have increased 
wholesale sales revenues by approximately $2,036,000 based on estimated sales 
for the year ended June 30, 1952. This proposed increase in rates was suspended 
by orders issued September 12, 1951, and February 15, 1952, in Docket No. G—1791, 
and became effective under bond as of February 17, 1952, by order issued 
February 29, 1952. 

The second rate increase proposed by Central Kentucky, as embodied in its 
FPC Gas Tariff, Third Revised Volume No. 1 filed August 15, 1952, would have 
additionally increased wholesale sales revenues by approximately $1,085,000, 
based on estimated sales for the twelve-month period ending August 31, 1953. 
This proposed increase in rates was suspended by order issued September 12, 
1952, in Docket No. G—2056, and became effective under bond as of February 15, 
1953, by order issued March 6, 1953. 

Central Kentucky has filed an additional revision to its tariff for a third rate 
increase which was suspended by order issued October 13, 1953, in Docket 
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No. G—2276, and which may be put in effect as of March 1, 1954. Therefore this 
proceeding is concerned with the amount and form of Central Kentucky’s whole- 
sale rates for a past period of time—February 17, 1952, through February 14, 
1953, in Docket No. G—1791, and February 15, 1953, through February 28, 1954, 
in Docket No. G-2056—and with the rates commencing March 1, 1954, to be used 
as the underlying rates in accounting for the revenues collected under bond in 
Docket No. G—2276. 

Procedurally, the order issued June 19, 1953, consolidated the matters in 
Docket Nos. G—1791 and G—2056 for hearing. On August 5 and 6, 1953, Central 
Kentucky presented its case-in-chief and the proceeding was recessed indefinitely 
because of the pendency of the rate proceeding in Docket No. G—2055 involving 
Central Kentucky’s affiliate and principal gas supplier, United Fuel Gas Company. 
This proceeding was reconvened on March 2, 1954, and was immediately recessed 
to permit conferences between the parties looking toward settlement or limitation 
of issues. The proposed settlement now presented to us was agreed to by all 
parties, stated on the record by Commission Staff Counsel on March 3, 1954, and 
the intermediate decision procedure waived by concurrence of all parties. 

The net investment rate base used in the proposed settlement, computed by 
the Staff on the basis of its field examination of books, records and operations of 
Central Kentucky, is $15,262,951 in Docket No. G—1791 for the 12-month period 
ending January 31, 1953, and $15,676,517 in Docket No. G—2056 for the 12-month 
period ending February 28, 1954 (9 months actual, 3 months estimated). Based 
on a 644% rate of return upon each of these rate bases and computing Federal 
income taxes on the basis of participation in the savings realized by the filing 
of Columbia System’s consolidated tax return, the Staff developed over-all total 
costs of service of $16,262,659 and $19,006,873 for the respective dockets. Such 
total costs of service were allocated to wholesale sales using principles and pro- 
cedures heretofore found proper by the Commission, resulting in costs of service 
allocated to wholesale sales of $14,266,952 for Docket No. G—1791 and $16,573,617 
for Docket No. G-2056. The rates to reflect these cost of service determinations 
were agreed to of record by the parties. 

In Docket No. G—1791, for the period of February 17, 1952, through February 
14, 1953, the agreed-upon rate for $1.56 per Mcf of billing demand and 20.47¢ 
per Mcf of natural gas delivered. Application of the above rate to the sales 
made during the period involved when compared to the revenues actually re- 
ceived by Central Kentucky results in net excess revenues of $849,792.72, to 
be refunded as shown in Appendix A, attached hereto, together with interest 
at 6% from the date of payment to Central Kentucky to the date of refund. 
Central Kentucky is to file a new rate schedule, acceptable to the Commission, 
containing the rate stated above to apply to the Docket No. G—1791 refund 
period (February 17, 1952, to February 15, 1953) as hereinafter ordered. 

In Docket No. G—2056, for the period of February 15, 1953, through February 
28, 1954, for the purpose of determining refunds, and thereafter for the purpose 
of determining an underlying rate for accounting for the revenues collected 
in Docket No. G—2276, a demand-commodity rate of $1.25 per Mcf of billing 
demand, determined on the basis of the maximum single day’s actual delivery 
during the 12-month period ending with the current billing month and a com- 
modity charge of 25.7¢ per Mcf was agreed upon. This rate results in slightly 


20On February 26, 1954, Central Kentucky filed a motion to place in effect, as of March 
1, 1954, the rates suspended in Docket No. G—2276, or, in the alternative, somewhat lower 
rates in substitution therefor. 
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higher demand charge revenue than allocated demand costs but is not unrea- 
sonable under the circumstances in this docket. Central Kentucky is to file 
an optional underlying rate effective March 1, 1954, consisting of a straight 
commodity charge of 36.75¢ per Mcf to be available on a 12-month basis to 
customers purchasing natural gas exclusively from Central Kentucky (a) in 
amounts less than 5,000 Mcf on a single day during any 12-month period 
commencing on a March 1, and (b) for a one-year period only, to any customer 
purchasing natural gas in Central Kentucky’s Southern Division, extending 
from Inez to Lexington, Kentucky, including lateral lines extending therefrom. 

Application of the above-stated demand-commodity rate to the sales made 
during the period involved in Docket No. G—2056 (February 15, 1953 to Feb- 
ruary 28, 1954) when compared to the revenues actually received by Central 
Kentucky results in estimated net excess revenues of $638,994 based on 9 
months’ actual and 3 months’ estimated sales, as shown in Appendix B, at- 
tached hereto. Such excess revenues are to be recomputed by Central Kentucky 
to reflect actual sales for the full refund period and refunds are to be made 
accordingly, together with interest at 6% from the date of payment to Central 
Kentucky to the date of refund. 

Central Kentucky is to file appropriate rate schedules, acceptable to the Com- 
mission, reflecting the rates stated above for the Docket No. G—2056 refund 
period and as the underlying rates from and after March 1, 1954. 

The Commission finds: 

The proposed settlement, stated on the record and hereinabove described, is 
just and reasonable and in the public interest in carrying out the provisions 


of the Natural Gas Act and should be approved and made effective as here- 
inafter ordered. 


The Commission orders: 

(A) The increased rates and charges for the sale of natural gas for resale 
by Central Kentucky contained in its FPC Gas Tariff, Second Revised Volume 
No. 1, and First Revised Sheet Nos. 7 and 8 thereto, and the increased rates 
and charges contained in Third Revised Volume No. 1 be and hereby are 
disallowed. 

(B) Within 20 days from the date of issuance of this order, Central Ken- 
tucky shall file a rate schedule acceptable to the Commission containing the 
rate of $1.56 per Mcf of billing demand and 20.47¢ per Mcf commodity charge 
to be applicable for sales, subject to the Commission’s jurisdiction, during the 
period from February 17, 1952, through February 14, 1953. 

(C) The rates and charges collected by Central Kentucky for sales of natural 
gas for resale during the period February 17, 1952, through February 14, 1953, 
exceed the agreed-upon rates and charges for this period in the amount of 
$849,792.72 and this sum of money shall be refunded as set forth in Appendix 
A, attached hereto, together with interest at 6%, within 30 days from the date 
of issuance of this order. 

(D) Within 20 days from the date of issuance of this order, Central Ken- 
tucky shall file a rate schedule acceptable to the Commission (1) containing 
the rate of $1.25 per Mcf of billing demand applied to the maximum single 
day's actual delivery during the 12-month period ending with the current billing 
month, and a commodity charge of 25.7¢ per Mcf to be applicable for sales, 
subject to the Commission’s jurisdiction, during the period from February 15, 
1953, through February 28, 1954, and thereafter; and (2) an optional straight 
commodity rate of 36.75¢ per Mcf, effective March 1, 1954, to be available on 
an annual basis to customers purchasing natural gas exclusively from Central 
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Kentucky in amounts less than 5,000 Mcf on a single day during any 12-month 
period commencing on Macch 1: Provided, however, that such rate shall be 
available to customers purchasing natural gas from Central Kentucky’s South- 
ern Division for a one-year period extending from March 1, 1954. Exercise 
of the option to purchase natural gas on the straight commodity rate is to 
be made by any customer entitled to such option within 30 days from the date 
of issuance of this order. 

(E) Central Kentucky shall, within 30 days from the date of issuance of this 
order, refund to its respective resale customers the difference between the total 
amounts charged for actual sales during the period February 15, 1953, through 
February 28, 1954, and the total amounts which would have been charged for 
actual sales during such period under the demand-commodity rate schedule set 
forth in paragraph (D) hereof, together with interest on the total amounts of 
each such refund at the rate of 6 per cent a year from the date of payment to 
Central Kentucky to the date of repayment by it to each of said purchasers. 

(F) Within 10 days from the date of issuance of this order, Central Kentucky 
shall file with the Commission, in writing and under oath, an original and four 
conformed copies of its acceptance of this order, and, within 60 days from the date 
of issuance of this order, shall submit to the Commission, in writing and under 
oath, the amount of refunds to each customer calculated separately for each of 
the refund periods involved, together with a detailed statement showing the 
method of calculation of such refunds, submit a release from each of its cus- 
tomers with respect to such refunds, and shall serve a copy of such report upon 
each customer receiving such refunds. 

(G) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending 
or arising in the future which in any way involve Central Kentucky. 
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Order making effective proposed rate schedules upon filing of undertaking 
to assure refund of excess charges 


Amere Gas Utilities Co. 
Docket No. G—2329 


March 26, 1954 


On November 18, 1953, Amere Gas Utilities Company (Amere) filed with the 
Commission its Third Revised Sheet No. 4 and Second Revised Sheet No. 6 to its 
FPC Gas Tariff, First Revised Volume No. 1. Such revised sheets contained 
proposed increased rates and charges for sales of natural gas to Bluefield Gas 
Company, which is the only wholesale customer of Amere to which the increased 
rates and charges are applicable. 

On December 14, 1953, pending hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Amere, the Commission 
issued an order suspending the aforementioned revised sheets “until March 1, 
1954, and until such further time thereafter as said proposed tariff sheets may be 
made effective in the manner prescribed by the Natural Gas Act.” 

The proceeding instituted for the purpose of determining the lawfulness of 
such increased rates has not been concluded, nor a decision rendered therein. 

Section 4 (e) of the Natural Gas Act provides that whenever a new rate 
schedule is filed, the Commission shall have authority to enter upon a hearing 
concerning the lawfulness of the same; and that, pending such hearing and the 
decision thereon, the Commission may suspend the operation of the new rate 
schedule, “but not for a longer period than five months beyond the time when 
it would otherwise go into effect.” The section further provides: 

If the proceeding has not been concluded and an order made at the ex- 
piration of the suspension period, on motion of the natural-gas company 
making the filing, the proposed change of rate, charge, classification, or 
service shall go into effect. Where increased rates or charges are thus made 
effective, the Commission may, by order, require the natural-gas company 
to furnish a bond, to be approved by the Commission, to refund any amounts 
ordered by the Commission, to keep accurate accounts in detail of all amounts 
received by reason of such increase, specifying by whom and in whose behalf 
such amounts were paid, and, upon completion of the hearing and decision, 
to order such natural-gas company to refund, with interest, the portion of 
such increased rates or charges by its decision found not justified. 

On March 11, 1954, Amere filed a motion pursuant to the provisions of Section 
4 (e) of the Natural Gas Act, requesting that the change of rates contained in 
Third Revised Sheet No. 4 and Second Revised Sheet No. 6 go into effect at the 
expiration of the suspension period, to-wit, on March 1, 1954. However, under 
Section 4 (e) of the Natural Gas Act, such change of rates may not be made 


effective prior to the date of filing of the motion requesting that the change in 
rates be made effective. 


The Commission finds: 
It is appropriate in carrying out the provision of the Natural Gas Act to pre- 


scribe terms and conditions with respect to refunds by Amere as hereinafter 
provided. 


The Commission orders: 
(A) Upon the execution by Amere of the agreement and undertaking de- 
scribed in paragraph (C) below and acceptance thereof, evidenced by letter ad- 
dressed to Amere by the Secretary of the Commission, the rates, charges, and 
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classifications set forth in the aforesaid Third Revised Sheet No. 4 and Second 
Revised Sheet No. 6 to Amere’s FPC Gas Tariff, First Revised Volume No. 1, 
shall be made effective as of March 11, 1954, subject to further orders of the 
Commission in this proceeding. 

(B) Amere shall refund to those entitled thereto all or the portion of the 
difference between the increased rates and charges made effective as of March 
11, 1954, and those in effect immediately prior thereto, found by the Commission 
in this proceeding not justified, with interest at the rate of 6% per annum from 
the date of payment to Amere until refunded; shall bear all costs of any such 
refunds; shall keep accurate accounts in detail of all amounts received by rea- 
son of the increased rates or charges effective as of March 11, 1954, for each 
billing period, specifying by whom and in whose behalf such amounts were paid, 
and shall report in writing and under oath to the Commission monthly for each 
billing period the billing determinants of natural gas sales to such purchaser 
and the revenues resulting therefrom, as computed under the rates in effect im- 
mediately prior to March 11, 1954 and under the rates allowed by this order to 
become effective, together with the difference in the revenues so computed. 

(C) As a condition of this order, within 15 days from the date of issuance 
of this order, Amere shall execute and file with the Secretary of this Commis- 
sion its written agreement and undertaking to comply with the terms and con- 
ditions of paragraph (B) hereof, signed by a responsible officer of the corpora- 
tion, evidenced by proper authority from the board of directors, as follows: 


In conformity with the requirements of the order adopted ~_---------~ 
ete acannon , in Docket No. G—2329, Amere Gas Utilities Company hereby agrees 
and undertakes to comply with the terms and conditions of paragraph (B) 
of said order and has caused this agreement and undertaking to be executed 
and sealed in its name by its officers, thereupon duly authorized in accord- 
ance with the terms of the resolution of its Board of Directors, a certified 








copy of which is appended hereto, this ~----~- gree , 1954. 
AMERE GAs UTILITIES COMPANY, 
By ’ 
President. 


Attest: 


Secretary. 


(D) If Amere shall, in conformity with the terms and conditions of para- 
graph (B) of this order, make the refunds as may be required by order of the 
Commission, the undertaking shall be discharged, otherwise it shall remain in 
full force and effect. 


Findings and order issuing certificates of public convenience and necessity, ter- 
minating proceedings as to limitations upon deliveries of natural gas, and re- 
quiring delivery of gas to a new customer 


Atlantic Seaboard Corporation, G-1850, G-2062, G-2286; The Ohio Fuel Gas 
Company, G-1787, G-1911, G-1931, G-1936, G—1948, G-2198, G-2288; The 
Manufacturers Light and Heat Company, Natural Gas Company of West Vir- 
ginia, and Home Gas Company, G-1893 ; Central Kentucky Natural Gas Com- 
pany, G-1905; The Manufacturers Light and Heat Company, Natural Gas 
Company of West Virginia, Cumberland and Allegheny Gas Company, and 

Home Gas Company, G-2059; United Fuel Gas Company, G—1952, G-2285; The 
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Manufacturers Light and Heat Company, G—2192, G—2289; United Fuel Gas 
Company and Central Kentucky Natural Gas Company, G-2194; Home Gas 
Company, G—2287. 

March 26, 1954 


Pursuant to order of the Commission, hearings were held January 18-22, 
25-26, 1954, in these consolidated and reopened proceedings, following which 
the intermediate decision procedure was waived and briefs filed. 

The applications involved in these nineteen dockets fall into two categories. 
The first category consists of eight “new dockets” (Nos. G—2192, G-2193, G-2194, 
G-—2285, G-2286, G-2287, G-2288 and G—2289) in which, except for Docket No. 
G-2193, operating subsidiaries of Columbia Gas Systems, Inc., seek cer- 
tificates of public convenience and necessity authorizing the construction and 
operation of facilities required to handle the additional substantial volumes of 
gas to be available to the Columbia System companies beginning with the 1954- 
55 winter, particularly the gas to be received through the facilities of Gulf 
Interstate Gas Company (Gulf Interstate) which were certificated in the 
Commission’s Opinion No. 251 and accompanying order issued May 20, 1953, 
in Docket No. G—2058, 12 F. P. C. 116. The Applicant in Docket No. G—2193, 
i. e., The Ohio Fuel Gas Company, is not at this time seeking authorization 
of the facilities covered by this application, but desires that consideration thereof 
be deferred to a later date. This application will therefore be dismissed with- 
out prejudice to a further application covering the facilities therein described. 

The second category of applications consists of eleven “old dockets” (Nos. 
G-1787, G-—1850, G-—1893, G-1905, G-—1911, G-—1931, G-—1936, G—1943, G—1952, 
G-2059 and G-2062) in which certificate authorizations have already been issued 
upon the basis of prior hearings. However, jurisdiction was retained as to 
these dockets pending a determination, following the consolidated and recon- 
vened hearings herein, as to whether the gas supplies available to the Co- 
lumbia System companies in the years following the 1953-54 winter season will 
be adequate to satisfy all the requirements of customers dependent in whole or 
in part upon the pooled gas supply of such companies for their supply of natural 
gas and, if not, the limitations upon transportation and deliveries and the serv- 
ice rules and regulations to be made applicable to such transportation and 
deliveries. These allocation issues are, of course, applicable to both the “old” 
and “new” dockets. 

A careful consideration of the evidence adduced and the briefs and argu- 
ments of counsel discloses that the availability of substantially greater volumes 
of gas, including that to be received from Gulf Interstate, improved storage po- 
sition, improved deliverability from storage, the probability of “spot” purchases 
from southwest suppliers, and other factors, make it unnecessary at this time 
to impose any limitations upon transportation and deliveries or to prescribe 
service rules restricting the use of gas by the Columbia System companies. As 
counsel for the Columbia System applicants point out in their reply brief, “There 
is no emergency in sight if the facilities sought are constructed so as to make 
the Gulf Interstate gas available, and there is no claim of undue discrimination 
in distributing gas supplies.” Should the need arise in the future for alloca- 
tions and service rules restricting the use of gas, appropriate action can then 
be taken either upon complaint or upon the Commission’s own motion. 

The three remaining issues presented are: First, the propriety of conditioning 
the certificate hereinafter granted Atlantic Seaboard Corporation in Docket 
No. G—2286 to require the sale and delivery to Shenandoah Gas Company of a 
maximum daily volume of 4,000 Mcf of natural gas. Second, the desirability, on 
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the basis of the record in the instant consolidated proceedings, of conditioning the 
certificates hereinafter granted in an effort to cause an equitable distribution 
between the Columbia System companies of the increased cost of Gulf Inter- 
state gas. Third, certification of facilities applied for by the Columbia System 
applicants in the “new dockets”. 

(1) The Presiding Examiner’s decision and order filed March 11, 1954, issued 
March 12, 1954, In the Matter of Shenandoah Gas Company, Docket No. G—1448, 
which is subject to review by the Commission on appeal, or to review by the 
Commission on its own motion, grants Shenandoah’s 7 (c) certificate application 
in the event that the certificate hereinafter granted to Atlantic Seaboard Cor- 
poration in Docket No. G—2286 is conditioned to require that there be made 
available on a firm basis to Shenandoah a maximum daily volume of 4,000 Mcf 
of natural gas. Shenandoah was permitted to intervene in Docket No. G—2286 
and the record on which the Presiding Examiner rendered his decision in 
Shenandoah’s case constitutes part of the record before the Commission in the 
instant consolidated proceeding. It is clear that the public convenience and 
necessity require that there be made available to Shenandoah from Atlantic 
Seaboard Corporation’s line up to 4,000 Mcf of natural gas, provided that the 
Presiding Examiner’s decision and order becomes the final decision and order 
of the Commission. 

(2) In granting certificate authorization to Gulf Interstate in Docket No. 
G-—2058, the Commission foresaw the problem raised during the course of the 
recent hearings as to equitable distribution between the Columbia System 
companies of the increased cost of Gulf Interstate gas, it being stated in the 
following excerpt from Opinion No. 251 that— 


The record before us does not show whether the increased cost of gas made 
available through the facilities of Gulf Interstate will be shared equally by 
the Columbia Companies or whether a disproportionate share of such cost 
will fall upon any particular company or group of companies within the 
system. Consequently we cannot make a final determination with respect 
to the ultimate public convenience and necessity respecting added facilities 
required by the Columbia System companies until there has been presented 
for our consideration appropriate applications and a full showing as to the 
proposed method for distributing the volumes of gas to be made available to 
them by reason of the proposed project in this docket and their proposed 
method for distributing such costs. 


Gulf Interstate will engage solely in the transportation of natural gas for the 
account of United Fuel Gas Company, the latter being the owner of all gas to be 
transported through the 850-mile Gulf Interstate system. This system will 
extend from gas producing areas in Louisiana to two points in Kentucky where 
deliveries are to be made through connections with the facilities of United Fuel 
and Central Kentucky Natural Gas Company, both being operating companies 
in the Columbia System. And as previously pointed out in the Commission’s 
Opinion No. 251, the Gulf Interstate line will make available to the Columbia 
System, at the outset, up to 300,000 Mcf per day and 109,500,000 Mcf annually. 
The initial design capacity of the system will be approximately 375,000 Mcf per 
day, and by the addition of five more compressor stations and the installation of 
additional compressor units in the five stations now under construction, Gulf 
Interstate expects ultimately to increase daily delivery capacity to approximately 
565,000 Mcf. 

Of interest here also is the fact that (1) justification for Gulf Interstate’s 
system was that this line would transport natural gas needed to alleviate 
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contemplated shortages throughout the Columbia System that could net be met 
from any other presently available seurce, and (2) the Columbia, System oper- 
ates a pooled supply of natural gas which, according to the evidence, has proved 
beneficial to the companies dependent thereon. In fact, it is because of the 
benefits of flexibility of operation of the pooled supply, particularly during 
emergency periods, that vigorous opposition has been expressed to the imposition 
of allocations or service rules restricting the use of gas. 

Compared with the average cost of the Columbia System’s other gas supplies, 
the Gulf Interstate gas will be high-cost gas. Because of this and the further 
fact that the Gulf Interstate gas will be treated as part of the pooled supply, 
counsel for the staff and for some of the intervenors request that the certificates 
hereinafter granted be conditioned, or that some other method be adopted at 
this time, to assure equitable distribution between the Columbia System com- 
panies of the increased cost of the Gulf Interstate gas. In this connection it is 
pointed out, among other things, that all the increased gas cost will be initially 
concentrated in United Fuel Gas Company and will therefore be included in its 
operating costs. Accordingly, it is suggested that since. Central Kentucky Nat- 
ural Gas Company and Atlantic Seaboard Corporation are served almost entirely 
by United Fuel Gas Company, they and their customers will bear a dispropor- 
tionate share of the increased gas cost. 

The cost of the Gulf Interstate gas presents a problem of which the Com- 
mission is mindful and one which must be’ met by appropriate action. But it 
cannot be dealt with piecemeal or upon a record such as now before the Com- 
mission. To deal with it adequately, a full hearing must be held with reference 
thereto at which ample opportunity is afforded to all parties to make, by evidence 
and argument, a complete showing upon which decision can be reached. The 
logical time to consider this problem is when United Fuel Gas Company and 
other Columbia System companies file increased rates. The Commission will 
then have ample authority under Sections 4 and 5 of the Natural Gas Act to find 
rates or proposed rates “unjust, unreasonable; unduly discriminatory, or prefer- 
ential” and to determine and fix the “just and reasonable” rates. In this con- 
nection it appears, among other things, that any equitable distribution of Gulf 
Interstate gas costs may have to be accompanied by a sharing of all Columbia 
System costs in order to avoid unjust and unlawful discrimination. 

(3) The certificate authorizations requested in. the “new” dockets are as 
follows: 


Docket No. G-2192, The Manufacturers Light and Heat Company 

The facilities for which certificate authorization is sought in this docket are 
necessary (1) to the activation and operation of a new underground storage 
field located in Wetzel and Marshall Counties, West Virginia, to be known as the 
“Victory Storage Field”, and (2) to connect this new storage pool with Manufac- 
turers’ existing facilities. This pool will enable Manufacturers to maintain its 
storage program and utilize additional volumes of gas to be made available 
through Gulf Interstate’s deliveries commencing on or about November 1, 1954. 
The facilities proposed to be constructed are estimated to cost $3,747,446 and are 
comprised of : 

(a) 12.7 miles of 20-inch transmission line in Doddridge and Wetzel Counties, 
West Virginia, terminating at Carnegie Compressor Station. 

(b) 21 miles of 16-inch transmission line from Carnegie Compressor Station to 
the proposed Victory Storage Compressor Station. 

(c) 1,760-hp compressor station, to be known as Victory Storage Compressor 
Station, together with two measuring and regulating stations, and appurtenant 
pipelines of various sizes totaling 38.7 miles in length. 
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(d) Two measuring and regulating stations in the proposed Victory Storage 
Field in Liberty District, Marshall County, West Virginia, and in Proctor Dis- 
trict, Wetzel County, West Virginia. 

(e) Approximately 3.5 miles of 8-inch, 2.0 miles of 10-inch, 5.6 miles of 12-inch, 
and 10.5 miles of 16-inch main storage field lines in the proposed Victory Storage 
Field (a total of 21.6 miles of main storage field lines). 

(f) Approximately 10.7 miles of 4-inch and 6.4 miles of 6-inch field well lines 
in Victory Storage Field (a total of 17.1 miles of field well lines). 


Docket No. G-2194, United Fuel Gas Company and Central Kentucky Natural 
Gas Company 


Gulf Interstate will make two deliveries in the State of Kentucky. Such gas 
will enter the Columbia System through the facilities of United Fuel Gas Com- 
pany and Central Kentucky Natural Gas Company. Deliveries to Central Ken- 
tucky will be through a proposed interconnection where its existing Line E, 
feeding the Cincinnati, Ohio, area, crosses over the Gulf Interstate 30-inch line 
near Means, Kentucky. Deliveries to United Fuel will be made at the terminus 
of the Gulf Interstate 30-inch line near the Leach Measuring Station of United 
Fuel located on the Kentucky side of the Big Sandy River. Accordingly, in 
their joint application— 

(a) Central Kentucky seeks authority to construct and operate 200 feet of 
14-inch gas transmission pipeline to tie its 14-inch Line E with Gulf Interstate’s 
30-inch main. 

(b) United Fuel proposes what is in effect an extension of Gulf Interstate’s 
30-inch line from the terminus of the Gulf Interstate line, across the Big Sandy 
River, eastward into West Virginia, a distance of approximately 58 miles to the 
Lanham Compressor Station of United Fuel. In addition, United Fuel seeks 
authorization to construct a 6,000-hp compressor station at Ceredo, West Vir- 
ginia, and two 20-inch connecting lines, each about one-half mile in length, ex- 
tending from the compressor station to United Fuel’s Line BM-66. The 
compressor station is now under construction pursuant to temporary certificate 
issued November 12, 1953. 

The estimated cost of the facilities proposed to be constructed by Central Ken- 
tucky and United Fuel is $9,114,222. 


Docket No. G-2285, United Fuel Gas Company 


This application requests authorization to construct and operate a new 
4,400-hp compressor station, to be known as Ripley Compressor Station, to be 
used in connection with the activation and operation of Storage Pool X-59. It 
is estimated to cost $2,240,000. 


Docket No. G—2286, Atlantic Seaboard Corporation’ 


Atlantic Seaboard Corporation, like Central Kentucky and United Fuel, is 
part of the Charleston Group of the Columbia System, and obtains all, or sub- 
stantially all, of its gas supplies through two direct connections with the facili- 
ties of United Fuel. Atlantic Seaboard’s application seeks certificate authoriza- 
tion to construct and operate the following facilities estimated to cost 
$14,619,300 : 

(a) Approximately 116.6 miles of 26-inch loop lines looping seven segments of 
the present Cobb-Rockville 26-inch line for a distance of 105.8 miles, and also 
looping 10.6 miles of Atlantic Seaboard’s 20-inch line near Baltimore, Maryland. 


The application in Docket No. G-2286 was filed jointly by Atlantic Seaboard and Vir- 
ginia Gas Transmission Corporation. Pursuant to appropriate authorizations, Atlantic 
Seaboard acquired, as of December 31, 1953. al) the assets and liabilities of Virginia Gas 
Transmission Corporation and the latter has been dissolved. 
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(b) An additional 1,100-hp compressor unit at the Cleveland Compressor Sta- 
tion in Upshur County, West Virginia. 

(c) Two additional 1,100-hp compressor units at the Lost River Compressor 
Station in Hardy County, West Virginia. 

(d) A new 1,100-hp compressor station, designated as Station “Q”, to be 
located on Atlantic Seaboard’s gas transmission line near Baltimore, Maryland. 


Docket No. G-2287, Home Gas Company 


Pursuant to prior authorizations, Home Gas Company has been replacing its 
multiple 6-inch system of lines, which extend a distance of 147 miles from Quack- 
enbush Hill to Port Jervis, New York, with a single 12-inch high pressure line, 
two sections of which remain to be completed. It is for the purpose of obtain- 
ing certificate authorization to construct and operate the two uncompleted sec- 
tions, estimated to cost $2,160,500, that Home Gas Company filed its application. 
One section, 24.3 miles in length, extends from the Westover Header, Town of 
Maine, to a point near the Town of Tioga, New York. The other, 25.4 miles in 
length, extends from a point near Deposit to Port Dickinson, New York. After 
completion and activation of the two remaining sections of the single 12%-inch 
line, it is the intention of Home Gas Company to operate this high pressure line 
as its main system between Quackenbush Hill and Port Jervis and to retire 
the existing multiple 6-inch system. 

Docket No. G—-2288, The Ohio Fuel Gas Company 

This application covers five separate projects: 

(a) Project No. 1—14.4 miles of 20-inch pipeline to complete the loop on Line 
A between Crawford and Mt. Sterling Compressor Stations in Pickaway and 
Madison Counties, Ohio, to provide additional capacity for service to certain mar- 
kets in western Ohio, including the Dayton, Springfield and other smaller mar- 
kets served at either retail or wholesale. 

(b) Project No. 2—7.5 miles of 16-inch pipeline replacing a portion of the exist- 
ing 12%-inch Line D between Berlin Heights and Norwalk, Ohio, which will 
be abandoned. 

(c) Project No. 3—6.6 miles of 16-inch pipeline looping its existing facilities 
near Kenton, Ohio, to provide additional capacity for service in the Lima-Ken- 
ton area of Ohio. 

(d) Project No. 4—Approximately 11 miles of 20-inch and 10.5 miles of 16-inch 
pipeline in Seneca, Hancock and Wood Counties, Ohio, extending from Line 
D-345 to a point of connection with Line T near North Baltimore, Ohio, and in 
connection therewith, abandon approximately 13.8 miles of 10%-inch and 
85¢-inch pipeline from the existing Line D-—40 in Seneca and Hancock Counties, 
Ohio, between existing Lines D-36 and “T” and “T—50”. 

(e) Project No. 5—13.3 miles of 16-inch pipeline in Wood County, Ohio, re- 
placing Line T between North Baltimore and Bowling Green. This project, 
together with Project No. 4, will provide additional capacity to transport gas 
into the Toledo-Findlay-Fostoria area in Ohio. 

The estimated cost of the five projects is $2,668,000. In addition, the cost of 
retirements is estimated at $104,000 with a total salvage value of $139,400, and 
a credit to fixed capital of $246,600. 


Docket No. G-2289, The Manufacturers Light and Heat Company 


Certificate authorization of eight projects is sought in this application. The 
first five involve a total of approximately 52.37 miles of pipeline of various sizes. 
The facilities are to be constructed in general “tri-state area” around Pittsburgh, 
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Pennsylvania, and the northeast panhandle of West Virginia, and will constitute 
replacements of existing facilities. The other three projects are designed to re- 
inforce Manufacturers’ transmission system in and around eastern Pennsylvania, 
near the Maryland State line, and are proposed because of anticipated increased 
deliveries into Manufacturers’ system in that area from Atlantic Seaboard Cor- 
poration and from Texas Eastern Transmission Corporation commencing in the 
1954-1955 winter. 

(a) Job No. 1—3.65 miles of 12-inch pipeline from McAllister Farm to Plumber 
Y in Washington County, Pennsylvania. 

(b) Job No. 2—5.65 miles of 24-inch pipeline to replace a 20-inch line from 
Hickory to Primrose in Washington County, Pennsylvania. 

(c) Job No. 3—14.4 miles of 10%-inch pipeline to replace an 8-inch line from 
a point in Washington County to Greentree, Allegheny County, Pennsylvania. 

(d) Job No. 4—18.5 miles of 20-inch pipeline replacing a 16-inch line between 
the Victory Storage Field in Marshall County, West Virginia, and Trussell Farm 
Gate Nest in Washington County, Pennsylvania. 

(e) Job No. 5—10.22 miles of 26-inch pipeline from Trussell Farm Gate Nest 
to Donegal Compressor Station, all in Washington County, Pennsylvania, and to 
abandon, retire and remove 24.22 miles of existing 20-inch line No. 1, between 
Trussell Farm Gate Nest and Hickory, Pennsylvania. 

(f) Job No. 6—3,520-hp compressor station, consisting of two 1,760-hp units, in 
eastern Pennsylvania near Downington at the southern terminus of its existing 
14-inch Coatesville-Port Jervis Line. From this point an existing 20-inch line 
extends 30 miles southward to the Pennsylvania-Maryland State line and con- 
nects with the 20-inch main of Atlantic Seaboard Corporation. 

(zg) Job No. 7—S8SO additional hp unit at Eagle Compressor Station located 
near the southern terminus of the Coatesville-Port Jervis line in Chester County, 
Pennsylvania, to compress increased deliveries of natural gas from Texas 
Eastern Transmission Corporation. 

(h) Job No. 8—23.3 miles of 12-inch line looping the existing triple 8-inch line 
between a connection with the facilities of Texas Eastern Transmission Corpora- 
tion near Harrisburg, Pennsylvania, and a point near East Berlin, Pennsylvania. 

The estimated cost of all eight jobs is $5,968,300. Cost of retiring old facilities 
is estimated at $900. The salvage value of such retired facilities will be approxi- 
mately $101,650. The net construction cost is therefore $5,867,550. 

The Commission finds: 

(1) The increased volumes of gas which the evidence shows will be available 
to the Columbia System companies beginning with the winter of 1954-1955, as 
well as other pertinent factors, make it unnecessary to impose any limitations on 
deliveries through the facilities hereinafter certificated, or heretofore certificated 
in the other eleven dockets involved in this consolidated proceeding, or to pre- 
scribe any additional service rules or regulations with respect thereto. 

(2) It is appropriate to carry out the provisions of the Natural Gas Act that 
the certificate hereinafter issued to Atlantic Seaboard Corporation in Docket 
No. G—2286 be so conditioned as to require this Applicant to make available on a 
firm basis to Shenandoah Gas Company, at a point south of Middletown, Virginia, 
a maximum daily volume of 4,000 Mcf of natural gas, in the event that the Com- 
mission determines on review that a certificate of public convenience and neces- 
sity should be issued to Shenandoah Gas Company in Docket No. G—1448, as 
provided in the Presiding Examiner’s decision and accompanying opinion filed 
March 11, 1954, issued March 12, 1954. 

(3) On the basis of the record made in this consolidated and reopened pro- 
ceeding, it is inappropriate to condition the certificates herein issued in an effort 
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te assure an equitable and proportionate distribution among Columbia System 
companies of the increased cost of Gulf Interstate gas, or to prescribe any other 
method intended to accomplish such a result, any such action is not required at 
this time for carrying out the provisions of the Natural Gas Act. 

(4) The facilities described in the application of The Ohio Fuel Gas Company 
in Docket No. G—2193 are not proposed to be constructed and operated by said 
Applicant, and this request for authorization to construct and operate said 
facilities having been withdrawn on the record, said application should there- 
fore be dismissed. 

(5) Applicant, Atlantic Seaboard Corporation, a Delaware corporation, having 
its principal place of business in Charleston, West Virginia, owns and operates, 
among other facilities, a natural-gas transmission system located in the States 
of Kentucky, West Virginia, and Maryland, and in the Commonwealth of Vir- 
ginia, is engaged in the transportation and sale of natural gas in interstate 
commerce, for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its orders of 
March 16, 1943, in Docket No, G-284, 3 FPC 941, and of September 18, 1952, in 
Docket No. G—1906. 

(6) Applicant, The Ohio Fuel Gas Company, an Ohio corporation, having its 
principal place of business in Columbus, Ohio, owns and operates, among other 
facilities, a natural-gas transmission system located in the State of Ohio, is en- 
gaged in the transportation and sale of natural gas in interstate commerce for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of August 21, 
1945, in Docket No. G—371, 4 FPC 1033. 


(7) Applicant, 


The Manufacturers Light and Heat Company, a Penasylvania 


corporation, having its principal place of business at Pittsburgh, Pennsylvania, 
owns and operates, among other facilities, a natural-gas transmission system 
located in the States of Ohio, Pennsylvania and West Virginia, and by such 
operations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order of 
August 31, 1943, in Docket No. G—-496, 3 FEC 1079, and of Dece: 

Docket No. G—-593, 4 FPC 821. 

(8) Applicant, United Fuel Gas Company, a Delaware corporation, having 
its principal place of business in Charleston, West Virginia, owns and operates, 
among other facilities, a natural-gas transmission system located in the States 
of West Virginia and Ohio, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in Docket No. G—341, 4 FPC 534. 

(%) Applicant, Central Kentucky Natural Gas Company, a Kentucky corpo- 
ration, having its principal place of business in Charleston, West Virginia, 
owns and operates, among other facilities, a natural-gas transmission system 
located in the State of Kentucky, is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of Sep- 


oo 


tember 7, 1943, in Docket No. G-338, 3 FPC 1083. 
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(10) Applicant, Home Gas Company, a New York corporation, having its 
principal place of business in Pittsburgh, Pennsylvania, owns and operates, 
among other facilities, a natural-gas transmission system located in the State 
of New York, and by such operations is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of January 5, 1943, in Docket No. 
G-345, 3 FPC 895. 

(11) The facilities which Applicants, Atlantic Seaboard Corporation in 
Docket No. G—2286, The Ohio Fuel Gas Company in Docket No. G—2288, The 
Manufacturers Light and Heat Company in Docket Nos. G-2192 and G—2289, 
United Fuel Gas Company in Docket No. G—2285, United Fuel Gas Company 
and Central Kentucky Natural Gas Company in Docket No. G—2194, and Home 
Gas Company in Docket No. G—2287, propose to construct and operate, as 
hereinbefore described and as more fully described in the applications, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Applicants are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(12) The replacement of existing facilities as proposed by Applicants, The 
Ohio Fuel Gas Company and The Manufacturers Light and Heat Company in 
Docket Nos. G-—2288 and G-—2289, respectively, will not result in a reduction 
or abandonment of service, and such replacement by the construction of pro- 
posed new facilities in lieu thereof, without interruption or abandonment of 
service, does not constitute abandonment of facilities or service within the 
meaning of Section 7 (b) of the Natural Gas Act. 

(13) Applicants, Atlantic Seaboard Corporation, The Ohio Fuel Gas Com- 
pany, The Manufacturers Light and Heat Company, United Fuel Gas Company, 
Central Kentucky Natural Gas Company, and Home Gas Company, are able 
and willing properly to do the acts and to perform the services proposed to 
be rendered by means of the facilities proposed to be constructed as herein- 
before described and as more fully described in the applications, and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules and 
regulations of the Commission thereunder. 

(14) The construction and operation of the proposed facilities by Applicants, 
Atlantic Seaboard Corporation, The Ohio Fuel Gas Company, The Manufac- 
turers Light and Heat Company, United Fuel Gas Company, Central Kentucky 
Natural Gas Company, and Home Gas Company are required by the public 
convenience and necessity, and certificates therefor should be issued to each of 
said Applicants, as hereinafter ordered and conditioned. 

(15) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations (18 CFR 157.20) be at- 
tached to the issuance of the certificates hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of the facilities authorized by this order shall be completed and actual opera- 
tion thereof shall be fixed at not later than December 1, 1954, except that 
such period should extend to July 1, 1955, as in Job 8 in Docket No. G—2289 
and the construction involved in Docket No. G—2285, and should be three 
years from the date on which this order issues for the completion and placing 
in operation of the Victory Storage Pool and the facilities required for the 
activation and development thereof, all as requested by The Manufacturers 
Light and Heat Company in Docket No. G-2194. 
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The Commission orders: 
(A) The application filed by The Ohio Fuel Gas Company in Docket No. 
G-—2193 be and the same is hereby dismissed without prejudice. 

(B) Any limitations or restrictions which the prior orders herein issued 
on May 1, 1953, June 26, 1953, and October 21, 1953, purported to impose on 
deliveries of natural gas through the facilities of the Columbia System companies, 
be and the same are hereby vacated and the proceedings with respect to the 
“allocation issues” are hereby terminated. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant, Atlantic Seaboard Corporation, to construct 
and operate the facilities hereinbefore described in the application, as supple- 
mented, in Docket No. G—2286, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order.’ 

(D) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant, The Ohio Fuel Gas Company, to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application, as supplemented, in Decket No. G—2288, for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order.’ 

(E) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant, The Manufacturers Light and Heat Company, 
to construct and operate the facilities hereinbefore described, all as more fully 
described in the applications, as supplemented, in Docket Nos. G—2192 and 
G-—2289, for the transportation and sale of natural gas as therein set forth, sub- 
ject to the jurisdiction of the Commission, upon the terms and conditions of 
this order.* 

(F) The applications of Applicants, The Ohio Fuel Gas Company in Docket 
No. G—2288, and The Manufacturers Light and Heat Company in Docket No. 
G—2289, for authorizations to abandon the facilities which said Applicants pro- 
pose to replace, all as more fully set forth in said applications, be and the same 
hereby are dismissed. 

(G) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant, United Fuel Gas Company, to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
applications, as supplemented, in Docket No. G—2285, for the transportation and 
sale of natural gas, as therein set forth, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(H) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicants, Central Kentucky Natural Gas Company and 
United Fuel Gas Company, to construct and operate the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, in 
Docket No. G-2194, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(I) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant, Home Gas Company, to construct and operate 
the facilities hereinbefore described, all as more fully described in the applicstion, 
as supplemented, in Docket No. G—2287, for the transportation and sale of natural 
gas, as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 


1 Certificate amended by order issued December 20, 1954, infra, p. 1597. 
2 Certificate amended by order issued November 1, 1954, infra, p. 1486. 
3 Amended by orders issued April 15, 1955, and September 22, 1955. 
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(J) The certificates issued in paragraphs (C), (D), (E), (G@), (H) and (I) 
hereof shall be accepted in writing, and under oath, by a responsible official of 
each of said Applicants to which such certificate is issued; and the general terms 
and conditions set forth in paragraphs (1),(2),(3), and’'(5) of Section 157.20 
of the Commission’s General Rules and Regulations (18-CFR 157.20) shall attach 
to the issuance of the certificates granted in said paragraphs, and to the exercise 
of the rights granted thereunder. 

(K) The time within which the facilities hereby authorized shall be com- 
pleted and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s General Rules and Regulations is hereby fixed at not 
later than December 1, 1954, except that such period should extend to July 1, 
1955, as to Job 8 in Docket No. G—2289 and the construction involved in Docket 
No. G—2285, and the activation and development of the Victory Storage Pool and 
the facilities required for such activation and development, as requested by The 
Manufacturers Light and Heat Company in Docket No. G-2192, shall be com- 
pleted and actual operations thereof shall have commenced not later than three 
years from the date on which this order issues. 

(L) As a condition attached to the exercise of the rights under the certificate 
issued in Docket No. G—2286, Atlantic Seaboard Corporation shall make available 
on a firm basis to Shenandoah Gas Company, at a point south of Middletown, 
Virginia, a maximum daily volume of 4,000 Mcf of natural gas in the event that 
Shenandoah Gas Company’s 7 (c) application is granted by the Commission in 
Docket No. G-1448, as provided in the Presiding Examiner’s decision and order 
filed March 11, 1954, issued March 12, 1954. 


Findings and order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co. 
Docket No. G—2344 
March 26, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation having its 
principal place of business at El Paso, Texas, filed an application on December 
28, 1953, for a certificate of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of a main 
line tap and high pressure regulator, to be located on Applicant’s 30-inch San 
Juan crossover line in Mohave County, Arizona. 

The proposed facilities will be operated in conjunction with Applicant’s existing 
facilities for the sale and delivery of natural gas to the Southern Union Gas 
Company for resale to District School No. 12 located at Topock, Arizona, which, 
it is estimated, will require 700 cubic foot in any one day and 60 Mcf annually. 

Applicant proposes to make the sale herein authorized under its Rate Schedule 
5-1. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 16, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
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gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January.11, 1944 order in Docket No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20), should attach to the certificate here- 
inafter issued, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at 3 months from the date on 
which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant shall initially render the service herein authorized under its 
presently effective Rate Schedule B-1 as proposed, or any effective superseding 
rate schedule. 

(C) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 3 
months from the date on which this order issues. 

(E) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, con- 
tract or practice affecting such rate, charge, or classification ; and nothing herein 
shall constitute an acquiescence by the Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted. 
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Findings and order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co. and Nevada Natural Gas Pipe Line Co. 
Docket No. G—2351 
March 26, 1954 


El Paso Natural Gas Company (El Paso), a Delaware corporation with its 
principal place of business at El Paso, Texas, and the Nevada Natural Gas Pipe 
Line Co. (Nevada), a Nevada corporation with its principal place of business at 
Las Vegas, Nevada, filed on January 14, 1954, a joint application for a certificate 
of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the leasing and operation of a transmission pipeline as herein- 
after described. 

Nevada requests authorization to lease to El Paso approximately 14 miles of 
a 1034-inch O. D. pipeline proposed and now being constructed by Nevada within 
the State of Arizona. The construction of said pipeline was authorized at 
Docket No. G—1888, and is to extend from a point near El Paso’s existing Topock 
meter station in a northwesterly direction to a point on the Arizona-California 
boundary known as “Pebble Beach”. 

El Paso requests authorization to lease and operate and maintain the pipeline 
above referred to. 

El Paso and Nevada have entered into a lease agreement dated December 15, 
1953, providing for the leasing by Nevada to El Paso of the pipeline described. 
The lease is for a term of 15 years and thereafter from month to month. 

The facilities which El Paso proposes to lease will be utilized for the trans- 
portation and delivery of natural gas to Nevada.’ El Paso will operate the 14 
miles of pipeline for Nevada’s account, billing Nevada for the actual expense 
incurred. 

Under the leasing agreement above referred to, it is provided that E] Paso may 
utilize Nevada’s pipeline for the transportation of gas to prospective customers 
of El Paso within the capacity limitations of Nevada’s pipeline to the extent 
that such transportation and delivery may be authorized by the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 17, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G-288, 4 FPC 486. 

(2) Nevada Natural Gas Pipe Line Co., a Nevada corporation having its 
principal place of business at Las Vegas, Nevada, upon completion of the con- 
struction, and commencement of operations of natural gas pipeline facilities 
and the operation thereof, authorized at Docket No. G—1888,* will be engaged in 
the transportation of natural gas in interstate commerce and the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 


2 El Paso was authorized to sell and deliver 20,000 Mcf of natural gas per day to Nevada 


in the proceeding designated In the Matter of El Paso Natural Gas Company, Docket No. 
G—1630, 11 FPC 1071. 


2In the Matter of Nevada Natural Gag Pipe Line Co., Docket No. G—-1888, 11 FPC 1071. 
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therefore will be a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(3) The pipeline facility hereinbefore described, is proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the leasing and operation thereof as 
above outlined, is subject to the requirement of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) The leasing, maintenance and operation of the pipeline as herein pro- 
posed is required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(7) It is in the public interest that El Paso be required to commence operation 
of the pipeline, which is the subject matter of the application above referred to, 
within 2 months from the date on which this order issues. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission's Rules and Regulations, including the Rules of Practice and Procedure 
(18 CFR 157.20), should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued covering the leasing, maintenance and operation of the transmission 
pipeline facility above described, all as more fully described in the joint appli- 
cation filed by El Paso Natural Gas Company and the Nevada Natural Gas Pipe 
Line Co., subject to the terms and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by responsible 
officials of the above-named companies, and the general terms and conditions set 
forth in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules 
and Regulations, including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The El Paso Natural Gas Company shall commence operation of the 
pipeline referred to in paragraph (A) hereof within 2 months from the date on 
which this order issues, and shall report to the Commission under oath the date 
of commencement of operation of said pipeline within 10 days after commence- 
ment of operation. 


Order rescinding order in part and amending order issuing certificate of public 
convenience and necessity 


El Paso Natural Gas Co. 
Docket Nos. G—1820 and G—1912 
March 29, 1954 


The Commission on December 27, 1951, adopted an order in Docket No. G— 
1820, 10 F. P. C. 1640, issuing a certificate of public convenience and necessity 
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to El Paso Natural Gas Company (Applicant) authorizing the construction and 
operation of a standard positive meter station at Gamerco, New Mexico, on 
Applicant's existing 4%4-inch Gallup line and the sale of natural gas to Gallup 
Gamerco Coal Company (the Gamerco Company) for resale in the Gamerco 
area. 

The Commission on June 19, 1952, adopted an order in the consolidated pro- 
ceedings in Docket No. G—1630, et al., 11 F. P. C. 1071, authorizing Applicant 
in Docket No. G-1912, to construct and operate facilities on its existing 41-inch 
Gallup line for the delivery of natural gas to the Town of Gallup, New Mexico, 
to meet the fuel requirements of the municipal power plant near Gallup. 

By application filed December 14, 1953, Applicant has requested that the au- 
thorization granted in Docket No. G-1912 be rescinded, and that the certificate 
issued in Docket No. G-1820 be amended to authorize Applicant: (1) to con- 
struct and operate a standard orifice metering station at Gamerco in lieu of the 
standard positive meter station presently authorized; and (2) to sell natural 

to the Gamerco Company for resale to the Town of Gallup for use in its 
municipal power plant, in addition to the presently authorized sales to the 
Gamerco Company. 

Applicant states that it has not constructed the facilities authorized in 
Docket No. G—1912, and that in view of difficulties experienced by the Town 
of Gallup in obtaining its proposed lateral line right-of-way, the Town of Gal- 
lup prefers to obtain the gas requirements for its municipal power plant from 
the Gamerco Company. 

The application has been served on all parties to the above-entitled proceed- 
ings and no objection thereto has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to rescind the authorization granted in 
Docket No. G-1912 and to amend and supplement the authorization granted 
in Docket No. G-1820 as hereinafter provided. 

The Commission orders: 

(A) That part of the order adopted June 19, 1952 in the consolidated pro- 
ceedings in Docket No. G-—1630, et al., granting authorization in Docket No. 
G-1912, be and the same is hereby rescinded. 

(B) Paragraph (A) of the order adopted December 27, 1951, issuing a cer- 
tificate of public convenience and necessity in Docket No. G-1820, be and the 
same is hereby amended to read as follows: 


A certificate of public convenience and necessity be and the same hereby 


is issued authorizing El Paso Natural Gas Company to construct and operate 


a standard orifice metering station as described in the application filed October 
18, 1951, as supplemented December 14, 1953, for the transportation and sale 
for resale of natural gas as set forth in the said application as supplemented, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order as amended. 


(C) Paragraph (D) of the aforesaid order adopted December 27, 1951, in 
Docket No. G-1820, be and the same is hereby amended to read as follows: 

Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-2 and B-3, as 
proposed, or any effective superseding Rate Schedule. 





















ORDERS 
Order authorizing issuance of first mortgage bonds 
Pacific Power & Light Co. 


Docket 





No. E-6546 
March 30, 1954 


By order issued March 16, 1954, 13 F. P. C. 886, in the above-entitled matter, 
the Commission authorized Pacific Power & Light Company (Applicant) to 
issue and sell through competitive bidding $8,000,000, principal amount, of first 
mortgage bonds, series due 1984, subject to the provisions, among others, as 
set forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and section 34.2 (kK) (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 
Applicant for the first mortgage bonds and the interest rate thereoi, by a 
further order. 

Applicant on March 29, 1954, filed an amendment pursuant to the re juire- 
ments of the aforementioned Commission order issued March 16, 1954, setting 
forth that it proposes to accept, as providing the lowest cost of money to it, 
the joint bid of Blyth & Co. Inc. and White, Weld & Co. to purchase the $8,000,- 
000, principal amount, of first mortgage bonds for the price of $101.09 with 
an interest rate of 334% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission's order issued March 16, 1954, referred to above, 
and under the bid it proposes to accept for the first mortgage bonds the pri 


ice 
to be received by Applicant therefor and the interest rate are reasonable. 
(2) The proposed issuance and sale of first mortgage bonds as hereinafter 


authorized and approved will be for a lawful object, within the corporate pur- 
poses of Applicant and compatible with the public interest which is appropriate 
for and consistent with the proper performance by Applicant of service as a 
public utility and which will not impair its ability to perform that service, and 
ls reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereof 
under the bid referred to above are approved as reasonable. 


(B) The proposed issuance and sale of first mortgage bonds, referred to above 


upon. the terms and conditions and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, be and the 


‘ tine 


hereby are authorized, subject only to the provisions of paragraphs (CC), (D) 
and (E) of the Commission’s order issued March 16, 1954, in this matter. 


Commissioner Doty not participating. 
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Findings and order issuing a certificate of public convenience and necessity 


Colorado Interstate Gas Co., Natural Gas Pipeline Company of America 
Docket Nos. G—2269, G—2282 
April 1, 1954* 


Colorado Interstate Gas Company (Colorado) filed, on October 7, 1953, and 
supplemented on December 7, 1953, an application for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, au- 
thorizing the construction and operation of the following transmission facilities 
in Morton County, Kansas, for the purpose of selling and delivering to Natural 
Gas Pipeline Company of America (Natural) additional quantities of natural gas 
up to 50,000 Mcf per day : 

(a) 49.5 miles of 20-inch transmission line from Colorado’s Morton County 
Compressor Station, Morton County, Kansas, to Natural’s Compressor Station 
No. 101 near Hooker, Oklahoma. 

(b) Dehydration plant in Morton County. 

(c) Delivery meter station. 

Natural filed on October 15, 1953, and supplemented on December 10, 1953, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation 
of the following transmission facilities at its Compressor Station No. 101, near 
Hooker, Oklahoma, to receive the additional volumes of gas from Colorado: 

(a) 2,750 feet of 24-inch pipeline at its Compressor Station No. 101. 

(b) One additional 1,250 H. P. compressor unit at said station. 

The proceedings were consolidated and set for formal hearing by Commission 
order issued February 4, 1954. Pursuant to due notice a formal hearing was 
held in Washington, D. C., on February 24 and 25, 1954, respecting the matters 
involved and the issues presented. All parties having concurred in waiving the 
intermediate decision procedure, such procedure was omitted pursuant to Section 
1.30 (c) of the Commission’s Rules and Regulations. Main briefs have been 
filed by all parties and reply briefs have been filed by Colorado and Natural. 

Colorado proposes to deliver to Natural from the Morton County, Kansas, field 
20,000 Mcf per day on a firm basis, and Natural is to have “first call” until 
January 1, 1956, of any excess available gas up to an additional 30,000 Mcf per 
day. Deliveries of excess gas to Natural are subject to deliveries to Colorado’s 
Rocky Mountain markets through Colorado’s existing 12-inch line from the 
Morton County field to Colorado’s existing Fourway-Kit Carson pipeline. The 
total estimated cost of the facilities to be constructed by Colorado, including 
gathering facilities in the Morton County field, is $3,999,703. The total estimated 
cost of the facilities to be constructed by Natural is $665,000. 

Upon consideration of the evidence of record and the briefs filed by the parties 
and Staff Counsel, the Commission finds: 

(1) Colorado Interstate Gas Company, a Delaware corporation, having its 
principal place of business at Colorado Springs, Colorado, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 


*Certificate amended by order issued June 24, 1954, infra, p. 1138. 











ORDERS 935 


the Commission in its order issued June 9, 1945, in Docket No. G-294, 4 F. P. C. 
936. 

(2) Natural Gas Pipeline Company of America, a Delaware corporation, with 
its principal place of business in Chicago, Illinois, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued October 17, 1942, in Docket No, G—-235, 3 F. P. C. 830. 

(3) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, as integral parts of Colorado’s and Natural’s 
existing pipeline systems, and the construction and operation thereof by Appli- 
eants are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(4) Colorado and Natural are able and willing properly to do the acts and 
to perform the service proposed and to conform to the provisions of the Natural 
Gas Act, as amended, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(5) The construction and operation of the facilities as proposed by Colorado 
and Natural are required by the public convenience and necessity and certificates 
therefor should be issued. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) and (5) of Section 157.20 of the 
Commission’s Rules and Regulations (18 CFR 157.20) should attach to the 
issuance of the certificates hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Colorado and Natural to construct and operate the 
facilities hereinbefore described, all as more fully described in the applications 
and exhibits appended thereto in this proceeding, for the transportation and 
sale of natural gas therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) These certificates shall be accepted in writing, and under Oath, by a 
responsible official of Colorado and of Natural and the general terms and con- 
ditions set forth in paragraphs (1), (3) and (5) of Section 157.20 of the Com- 
mission’s Rules and Regulations shall attach to the issuance of the certificates 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by Colorado and Natural within 9 months from the date of 
issuance of this order. 

(D) Nothing in this order shall be construed as constituting approval by 
the Commission of any rate, charge or classification, or any rule, regulation, 
contract or practice affecting such rate, charge or classification; and nothing 
herein shall constitute an acquiescence by the Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted ; and this 
order is without prejudice to any order that may hereafter be entered in any 
proceeding instituted by or against the Applicants. 
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Order No. 170 
Amending general rules and regulations 


Amendment of sections 20.1 and 34.1 of the. Commission’s general rules and 
regulations 


Docket No. R-135 
April 2, 1954 


By this order, the Federal Power Commission is (1) amending Section 20.1 
(18 C. F. R. 20.1), of its General Rules and Regulations (Rules), by substituting 
therefor two new sections, to be designated as Sections 20.1 and 20.2, incor- 
porating certain changes which were shown, by the Commission’s experience 
under the present Section 20.1, to be necessary for the exercise of the regulatory 
powers over the issuance of securities, conferred upon the Commission by Sec- 
tions 19 and 20 of Part I of the Federal Power Act (Act), in a manner consistent 
with the exercise of those regulatory powers concerning similar matters conferred 
upon it by Section 204 of Part II of the Act; and (2) amending Section 34.1 
(18 C. F. R. 34.1), of the Rules by incorporating therein those minor language 
changes which consistency dictates to be necessary as a consequence of the 
changes referred to in (1) above. 

The present rules in requiring prior Commission approval of a security is- 
suance by a licensee of the Commission which is a public service company or 
other company coming within the provisions of Sections 19 or 20 of the Act 
except where, 

(1) Within the purview of Section 19 of the Act, “a State in which such 
licensee or other company included within the provisions of this Section [19], 
is operating in the public service shall have provided a commission or other 
agency for the regulation and control of the amount and character of securities to 
be issued by such licensee or company,” or 

(2) Within the purview of Section 20 of the Act, “the power or any part 
thereof generated by such licensee shall enter into interstate commerce and the 
States concerned agree, through their properly constituted authorities, on the 
amount or character of securities proposed for issuance.” 
it appears, may work inconsistent results, under Parts I and II of the Act, in 
those situations wherein the issuer, of the security thus required to be approved, 
would. be without the scope of any similar requirement under the regulation 
contemplated by Section 204 of the Act. 

Within the discretion implicit within the provisions of Sections 19 and 20 
of the Act, it was the Commission’s intention in adepting the existing rule that 
security regulation under those provisions be exercised consistently with that 
under. Section 204 of the Act, insofar as possible. 

Accordingly, the Commission by this amendment of Section 20.1 of its Rules 
is making plain its intention that prior Commission approval of any security 
issuance within. the provisions of Sections 19 or 20 of the Act shall not be re- 
quired if issued by a person organized and operating in a State under the laws 
of which its security issues are regulated by a State Commission or by anyone 
enumerated in Subsection 201 (f) of the Act, in the absence of a special pro- 
ceeding to provide such regulation. 

The Commission finds: 
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(1) Adoption and promulgation of the respective amendments to the Rules 
as hereinafter ordered. and provided are necessary and appropriate for carry- 
ing out the provisions of the Federal Power Act. 

(2) From the circumstances as set forth in the recital above, it appears that 
good cause exists and it is unnecessary in the public interest that notice and 
public proceedings be had prior to the adoption of such amendments. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, particularly Section 3 (16) (41 Stat. 1063; 49 Stat. 888; 16 U. S. C. 796), 
Sections 19 and 20 (41 Stat. 1073; 16 U. S. C. 812, 813), 204 and 309 (49 Stat. 
850; 16 U. S. C. 824c, 825h), and subject to the provisions of Section 4 of the 
Administrative Procedure Act (60 Stat. 238, 5 U. S. C. 1003), orders: 

(A) Effective as of the date of issuance of this order, Section 20.1 (18 C. 
F. R. 20.1), of the Rules be and the same is hereby amended by substituting 
therefor two new sections, to be designated as Sections 20.1 and 20.2, reading 
as follows: 

§ 20.1 Applicability. 

(a) Without special proceeding for regulation. Every security issue within 
the scope of the jurisdiction conferred upon the Commission by Sections 19 and 
20 of the Federal Power Act shall be subject to the provisions of Section 20.2 
below, except a security issue by a person organized and operating in a State 
under the laws of which its security issues are regulated by a State commission, 
or by any one described in Subsection 201 (f). No other security issue within 
the scope of Sections 19 and 20 shall be subject to Section 20.2 except as pro- 
vided in Section (b) hereof. 

(b) Reservation of possibility of regulation in other cases. Not later than 10 
days prior to any proposed security issuance which is within the scope of Sec- 
tion 19 or Section 20 of the Act, but excepted by Subsection (a) hereof, any 
person or state entitled to do so under Section 19 or Section 20, may file a com- 
plaint or request in accordance with the applicable rules of the Commission, 
or the Commission upon its own motion may by order initiate a proceeding, rais- 
ing the question whether issuance of such security should be subjected by Com- 
mission order to the provisions of Section 20.2 below. After notice of such filing 
or order, and until such request or complaint is denied or dismissed or the pro- 
ceeding initiated by such order is terminated without subjecting the issuance of 
the security to the provisions of Section 20.2, the security in question shall not 
be issued except it be issued subject to and in compliance with Section 20.2. 

§ 20.2. Regulation of issuance of securities. The licensee or other person issu- 
ing or proposing to issue any security subjected to this section by or pursuant 
to Section 20.1, above, shall be subject to and shall comply with the same re- 
quirements as the Commission would administer to it if it were a public utility 
issuing the security within the meaning and subject to the requirements of Sec- 
tion 204 of the Act and Part 34 of the Rules. 

(B) Effective as of the date of issuance of this order, Section 34.1 (18 C 
F. R. 34.1) of the Rules be and the same is hereby amended through incorpora- 
tion of the underlined portions hereinafter set forth to read as follows: 

§ 34.1. Applicability. The requirements of this part will apply to licensees 
and others seeking authority under Sections 19 and 20 of the Federal Power 
Act. (41 Stat. 1073; 16 U. S. C. 812, 813) in accordance with Part 20 of these 
Rules and to public utilities seeking authority under Section 204 of the Federal 
Power Act (49 Stat. 850; 16 U.S. C. 824c). 

(C) The Secretary of the Commission shall cause prompt publication of 
this order to be made in the Federal Register. 


468918—61 62 





FEDERAL POWER COMMISSION 
Finding of the Commission and order 
Energy Accumulation and Exchange Corp. 
Docket No. E-6536 
April 2, 1954 


On December 8, 1953, Energy Accumulation and Exchange Corporation, of 
New York, New York (hereinafter referred to as “declarant’”), filed a declara- 
tion of intention under the provisions of Section 23 (b) of the Federal Power 
Act (16 U. S. C. 817) to construct a hydroelectric development, to be known 
as the Accumex Project, on the shore of Lake Erie near the village of Brocton 
in Chautauqua County, New York. 

The project, as proposed by declarant, would consist of an initial installation 
of 5 “specially” designed pump-turbines serving as motors and generators, 
having combined capacity of 400,000 KW, and an ultimate installation of 24 
units, having a total installed capacity of 1,920,000 KW, operating under a head 
of about 800 feet, with an hydraulic capacity of 1,500 cfs per unit connected 
by means of 10-foot or possibly 12-foot diameter penstocks about 4 miles long 
to a reservoir formed by two natural slopes and two artificial dams closing 
a valley called either Bear Lake Valley or Stockton Valley, the reservoir having 
an area of some 7,000 acres and a maximum total and usable storage capacity 
of 500,000 acre feet at Elevation 1,390 within a draw-down level of 70 to 75 feet. 
The South Dam would be of a gravity type rock-fill and earth design about 
100 feet high and about 7,200 feet long. The North Dam located near the 
escarpment on the Lake Erie side would be about 60 to 90 feet high and 6,000 
feet long and would comprise the valve gallery and auxiliaries. Plans for 
construction of transmission lines will be determined later. 

Declarant proposes to pump water from Lake Erie to the proposed reservoir 
and later release this water through the same machines for generating purposes, 
and operate its facilities as a wholesaler of energy to be integrated with 
several utility systems covering about 100 miles in radius from the station. 

The Governor, the Power Authority, the Public Service Commission, the 
Divisions of Water Power and Control and of Fish and Game, and the Depart- 
ment of Public Works, State of New York, and the International Joint Com- 
mission were notified of the filing of the declaration. 

The proposed project would not affect public lands or reservations of the 
United States. 

Lake Erie is used for the transportation of persons and property in interstate 
and foreign commerce. 

The Commission finds: 

(1) Construction and operation of the proposed project by the declarant would 
not affect any public lands or reservations of the United States. 

(2) The portion of Lake Erie within the United States is a navigable water of 
the United States. 

(3) The interests of interstate or foreign commerce would be affected by the 
construction and operation of the proposed project. 

The Commission orders: 

As provided in Section 23 (b) of the Federal Power Act, Energy Accumulation 
and Exchange Corporation, before commencing construction of the proposed 


project,.shall apply for and accept a license therefor under the provisions of the 
Federal Power Act. 














ORDERS 
Order issuing minor-part license (transmission line) 
Southern California Edison Co. 
Project No. 2051 


April 2, 1954 















































Application was filed May 8, 1950, by Southern California Edison Company, 
of Los Angeles, California, for a license under the Federal Power Act (herein- 
after referred to as the Act) for a minor part of a project involving a transmis- 
sion line and patrol roads, designated as transmission-line Project No. 2051, 
located in Riverside County, California, and affecting tribal lands within Agua 
Caliente and Morongo Indian Reservations and allotted lands on the latter 
reservation. 

The constructed minor-part project consists of: 

(a) Indian tribal lands constituting the project area and inclosed by the 
project boundary or the limits of which are otherwise defined. 

(b) Such portions of a constructed 220-kv Third Boulder transmission line 
located thereon, extending from Hayfield to Chino, and appurtenant patrol 
roads as are located on and across tribal lands of Agua Caliente and Morongo 
Indian Reservations in Riverside County, California. 

(c) All other structures, equipment or facilities used or useful in the main- 
tenance and operation of the project and located on the project area. 

The project lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as: 

Exhibit J: (FPC No. 2051-1) Index Map of Third Boulder Transmission Line 
Hayfield to Chino. 

Erhibit K: (FPC No. 2051-2) Detail map of lands in Morongo Indian Reserva- 
tion. (FPC No. 2051-3) Detail map of lands in Agua Caliente Indian Reservation. 

Exhibit M: (two sheets) entitled “General Description and Specifications,” 
signed on April 27, 1950. 

According to the application for license, the Third Boulder transmission line 
connects with the Metropolitan Water District's transmission line from Hay- 
field to the United States switchrack near Hoover Dam and transmits for pub- 
lic-utility purposes energy generated at Hoover Dam and purchased by the 
applicant from the United States. 

The Assistant Secretary of the Interior has reported on the application. 

It appears that construction of the transmission line within the Agua Caliente 
Indian Reservation was started on July 21, 1945, and completed September 28, 
1945, while construction of the line within the Morongo Indian Reservation was 
started on August 11, 1945 and completed October 26, 1945, and the line was 
placed in operation at midnight, December 31, 1945. 

The Commission finds: 

(1) The transmission line under consideration is a primary line as defined 
in Section 3 (11) of the Act, and, therefore, is subject to the licensing authority 
of the Commission. 

(2) The applicant is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the transmission line. 

(3) No conflicting application is before the Commission. 

(4) The project does not affect any Government dam, nor will the issuance 
of a minor-part license therefor, as hereinafter provided, affect the develop- 


940 FEDERAL POWER COMMISSION 


ment of any water resourees for public purposes which should be undertaken 
by the United States itself. 

(5) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with any reservation or withdrawal 
of public lands. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to operate the project. 

(7) The amount of annual charges to be paid by the licensee under the 
minor-part license for the purpose of reimbursing the United States for the 
eost of administrution of Part I of the Act, and for recompensing it for the use, 
occupancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(8) The exhibits designated and described in the second paragraph of this 
order conform to the Commission’s rules and regulations and should be ap- 
proved as part of the minor-part license. 

(9) It will be in the public interest to waive the following terms and condi- 
tions of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the minor-part license of terms and conditions of the 
Act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates to de- 
preciation reserves; 10 (d); 10 (f); 11; 12; 14, except insofar as the power 
of condemnation is reserved ; 15; 18; 19; 20; 22; and 23 (a), insofar as it relates 
to the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued to Southern California Edison Company, 
of Los Angeles, California (hereinafter referred to as the Licensee), for a period 
of 50 years, effective as of July 1, 1945, for the construction, operation and 
maintenance of such parts of the Third Boulder transmission line and patrol 
roads thereto as are located upon tribal lands within the Agua Caliente and 
Morongo Indian Reservations, designated as Project No. 2051, subject to the 
terms and conditions of Part I of the Act which is hereby incorporated by ref- 
erence as a part of this license (except that the terms and conditions of Part I 
of the Act referred to in finding (9) above are hereby waived to the extent 
therein specified), and subject to such rules and regulations as the Commis- 
sion has issued or prescribed under the provisions of the Act. 

(B) This license is subject also to the terms and conditions set forth in Form 
L-8, December 15, 1953, 14 F. P. C. 974, entitled “Terms and Conditions of Li- 
cense for Minor-Part Project (Transmission Line) Affecting Lands of the United 
States”, which terms and conditions, described as Articles 1 through 14, are 
attached hereto and made a part hereof, and subject to the following special 
conditions set forth herein as additional articles: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $5.00. 

(ii) For the purpose of recompensing the United States for the use, oc- 
eupancy and enjoyment of tribal lands within the Agua Caliente Indian Reser- 
vation and the Morongo Indian Reservation, $15.00 and $31.80, respectively. 

Article 16. The Indians shall have the right to graze livestock and to con- 
duct farming operations within the rights-of-way; Provided that the Indians, 
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their heirs, successors or assigns, shall not erect any buildings or other struc- 
tures upon, or permit or allow any accumulation of explosives or inflammable 
material within or upon the said rights-of-way, or so near thereto as to consti- 
tute, in the opinion of the Licensee, its successors or assigns, a menace or danger 
to the transmission lines. In case the Indians, their successor or assigns, 
shall grow orchard or other trees within the limits of said transmission line 
rights-of-way, they shall not permit the trees to obtain such height that they 
will interfere with the transmission lines and in case any such trees shall grow 
to such height, then the Licensee, its successors or assigns, shall have the right 
to trim such trees so that they will not interfere with the transmission lines. 

Article 17. The Licensee shall not fence 'the rights-of-way. 

Article 18. The Licensee shall install and maintain gates in all fences which 
are now or may be hereafter constructed by the Indians across the road built 
by the Licensee. All gates so installed by the Licensee shall be locked with 
Licensee's locks in such a manner that the gates can be unlocked by the Indians 
or the Licensee. 

(C) The exhibits referred to in finding (8) above are approved as part of 
this license. 

(D) This order shall become final within 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by Section 
313 (a) of the Act, and failure to file such an application shall constitute ac- 
ceptance of this license. In acknowledgment of the acceptance of this license, 
it shall be signed for the Licensee and returned to the Commission within 60 
days from the date of issuance of this order. 


Order approving exhibits 
Wisconsin Michigan Power Co. and Kingsford Chemical Co. 
Project No. 2131 
April 2, 1954 


Pursuant to Article 27 of the license for major Project No. 2131, Wisconsin 
Michigan Power Company and Kingsford Chemical Co., licensees for the project, 
on February 5, 1954, filed certain exhibits to show and describe the double cir- 
cuit transmission line extending from the Kingsford Hydroelectric Plant to the 
Kingsford Substation. 

The Commission finds: 

The following above referred-to exhibits conform te the Commission’s rules 
and regulations and should be approved as part of the license for the project, 
it being unnecessary for the other exhibits filed by the licensee to be approved 
as part of the license: 

Erhibit K: (FPC No. 2131-12) Transmission line location. 

Frhibit L: Sheet 9 (FPC No. 2131-11) Transmission line structure. 

Supplemental Hrhibit M: A statement in one sheet describing the trans- 
mission line, received by the Commission February 5, 1954. 

The Commission orders: 


The above-described exhibits are approved as part of the license for project 
No. 2131. 
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Order denying petitions to intervene and fizing date of hearing 
Transcontinental Gas Pipe Line Corp. 
Docket No. G—2368 
April 5, 1954 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpora- 
tion, having its principal place of business in Houston, Texas, filed, on February 
10, 1954, an application for a certificate of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of certain natural gas facilities as described in said application. 
Subsequent to the giving of due notice of the filing of the application including 
publication in the Federal Register on February 27, 1954 (19 FR 1131, 1132), 


petitions for leave to intervene were filed by the following parties on the dates 
indicated : 


PETITIONERS Date filed 
United Gas Improvement: Company______..-----_--_-------__-- March 5, 1954 
Consolidated Edison Company of New York, Inc--__---..------- March 12, 1954 
Tite TR TRS  COMNGARG nic inn icicwtiewccsnecdnnion March 12, 1954 
ee ee ee ere ae March 15, 1954 
Cy SE RAW OU UIA, GNU i ik eco wiiscin ceintenns March 15, 1954 
Municipalities of Elberton, Hartwell, 

ORE EE VTE, Wii eee eee March 15, 1954 
Owens-Corning Fiberglas Corporation__.._......_____----_---_ March 15, 1954 
Fr nL NE COON oii cn meeemmneniiinn March 15, 1954 
Public Service Electric and Gas Company__--.._---.-..-------- March 15, 1954 
Tennessee Gas Transmission Company__--____.--.---__-._--_- March 15, 1954 


All of the aforesaid petitioners, with the exception of Tennessee Gas Trans- 
mission Company (Tennessee), are existing customers of Applicant and seek to 
intervene in this proceeding on the ground that their interests may be affected 
by the Commission’s action. In addition, several of the petitioners seek to 
purchase additional volumes of natural gas from Applicant. 

Owens-Corning Fiberglas Corporation (Owens-Corning) is an existing customer 
of Applicant under a 20-year contract providing for “interruptible” deliveries. 
On December 11, 1953, Applicant virtually suspended deliveries to Owens-Corning 
as well as to Sun Oil Company in order to comply with the Commission order 
issued on that date allocating Applicant’s capacity to its resale customers. 
Owens-Corning is presently receiving gas from Piedmont Natural Gas Company 
under an emergency arrangement covering the period from January 15, 1954 to 
November 1, 1955. Owens-Corning, by its petition, seeks to require service by 
Applicant on a firm basis or to provide “satisfactory service for petitioner’s 
operations after November 1, 1955, in the manner in which it is contemplated such 
service will be provided for the Sun Oil Company or in any other manner.” 

The facilities for which authority is sought herein will increase Applicant’s 
present sustained delivery capacity of 540,000 Mcf per day by 20,000 Mcf per day. 
Of this increase, 10,000 Mcf per day of capacity is to be used to deliver natural 
gas on a firm basis from Sun Oil Company’s own supply to its refineries at Marcus 
Hook, Pennsylvania, under a transportation agreement between Applicant and 
Sun Oil Company. The remaining 10,000 Mcf per day of additional capacity is 
to be used by Applicant to enable it better to meet its present commitments under 
allocations totalling 555,000 Mcf per day authorized by orders of the Commission 
in Docket Nos. G—704, G-1277 and G-—1411, et al. 








ORDERS 943 


Tennessee’s petition to intervene states that the application in the instant 
docket involves a proposal directly related to Transcontinental’s application in 
Docket No. G—2367 proposing to render additional service in the New York- 
New Jersey metropolitan area. Since Docket No. G-—2367 is competitive to 
Tennessee’s proposal in Docket No. G—2331,’ Tennessee claims that it has an 
interest in Docket No. G—2368 which may be directly affected. 

This application does not, however, propose to provide additional capacity in 
excess of that required to comply with extant Commission orders. There are no 
interests alleged by petitioners which can be adversely affected by the granting 
of this application. 

Applicant has requested that its application be heard under the shortened 
procedure provided by Section 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s 
Rules of Practice and Procedure, and no request to be heard, protest or petition 
has been filed other than those listed above and denied as hereinafter ordered. 

The Commission finds: 

(1) None of the above-listed petitioners has shown an interest in this pro- 
ceeding, which can be adversely affected in the event of issuance of the requested 
certificate, that participation by such petitioners herein is or may be in the public 
interest, or that good cause exists for the granting of said respective petitions. 

(2) This proceeding is a proper one for disposition under the provisions of 
Section 1.32 (b) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) The petitions of the above-named petitioners for leave to intervene in 
this proceeding be and the same hereby are denied. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by Sections 7 and 15 of the 
Natural Gas Act, and the Commission’s Rules of Practice and Procedure, a 
hearing be held on April 26, 1954 at 9: 30 A. M. (EDST) in the Hearing Room 
of the Federal Power Commission, 441 G Street, N. W., Washington, D. C., 
concerning the matters involved and the issues presented by the application: 
Provided, However, that the Commission may, after a noncontested hearing, 
forthwith dispose of the proceedings pursuant to the provisions of Section 1.32 (b) 
of the Commission’s Rules of Practice and Procedure. 

(C) Interested State commissions may participate as provided by Sections 1.8 
and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the said Rules of Practice and 
Procedure. 


Supplemental order authorizing issuance of securities 
Community Public Service Co. 
Docket No. E-6545 
April 7, 1954 


By order issued March 18, 1954, 13 F. P. C. 891, in the above entitled matter, 
the Commission authorized Community Public Service Company (Applicant) 
to issue and sell through competitive bidding $3,000,000, principal amount, of its 
first mortgage bonds, series D, due 1984, subject to the provisions, among others, 
as set forth in paragraph (B) of that order reading as follows: 


(B) The proposed issuance and sale of first mortgage bonds at competi- 
tive bidding shall not be consummated until: 


1 Docket Nos. G—2331 and G—2367 have been consolidated for the purpose of hearing by 
order issued March 10, 1954, and Tennessee has been permitted to intervene in the latter 
docket. 
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(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and Section 34.2 (k). (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone or 
telegraph as contemplated by Section 34.9. of the Rules. 

(ii) The Commission shall have approved the coupon rate and the price 
to be received by Applicant for such bonds by further order. 


Applicant, on April 6, 1954, filed an amendment pursuant to the requirements 
of the Commission’s order issued March 18, 1954, setting forth that it proposes to 
accept, as representing the lowest cost of money to it, the bid of Halsey, Stuart & 
Co., Inc. to purchase the $3,000,000 principal amount of First Mortgage Bonds for 
the price of $101.1799, with an interest rate of 344% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued March 18, 1954, referred to above, 
and under the bid it proposes to accept for the first mortgage bonds the price 
to Applicant therefor and the interest rate are reasonable. 

(2) The proposed issuance and sale of first mortgage bond as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by the Applicant of 
service as a public utility and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the coupon rate thereon 
under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds, referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (C), (D) and (EB) 
of the Commission’s order issued March 18, 1954, in this matter. 


Order prescribing data to be filed 


United Fuel Gas Co., The Ohio Fuel Gas Co., Atlantic Seaboard Corp., Central 
Kentucky Natural Gas Co., The Manufacturers Light and Heat Co., Home 
Gas Co. 

Docket No. G—2390 


April 8, 1954 


On March 11, 1954, the above-named companies, subsidiaries in the Columbia 
Gas System, filed a joint application requesting permission to file, on or about 
May 1, 1954, in support of proposed changes in their respective effective tariffs 
for the sale of natural gas for resale subject to the jurisdiction of the Commis- 
sion, data and material deviating from the specific requirements of Section 
154.63 (b) (3) of the Commission’s General Rules and Regulations, with respect 
to (1) the test period, (2) facilities to be included in the rate base,.and (3) the 
time period to be covered by adjustments to actual experience. 
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The Applicants state that there will be substantial increased costs for addi- 
tional gas scheduled to be delivered into the System beginning November 1, 
1954; considerable increased costs of service associated with the facilities re- 
quired for delivery and sale of the additional volumes and in addition thereto 
the increased cost of purchased gas that will result from the filing for increased 
rates and charges about May 1, 1954, by one of the System’s principal suppliers. 

The Applicants further state that the additional supplies of gas and facilities 
will produce patterns of System operations, revenues and operating expenses far 
different from those which could be reflected by any actual experience prior to 
the proposed filing date of May 1, 1954. 

The Applicants, therefore, request permission to submit in lieu of the specific 
requirements of Section 154.63 (b) (3) of the Commission’s Rules actual data 
for the year 1953 and estimated data for 1955 which they assert would reflect 
typical operations as nearly as such operations may be estimated for 1955, 
both as to revenues and costs. 

We are, of course, cognizant of the significant impact on all phases of the 
Applicants’ operations that will occur about November 1, 1954, by reason of 
the introduction of additional gas supplies from Gulf Interstate Gas Company 
and the other increased costs due to be incurred almost simultaneously therewith. 

However, we are also fully aware of the difficulties that would confront our 
attempt to determine just, reasonable and not unduly discriminatory rates in 
accordance with the provisions of the Natural Gas Act solely on the basis of 
estimates of future operations and revenues. 

Under the circumstances of this case, and in order to prevent serious detriment 
to the financial integrity of the Applicants during the possible prolonged 
pendency of the proceedings on their proposed applications for rate increase, 
we believe that reasonable deviation from the requirements of Section 154.63 
(b) (3) of the Rules should be allowed. The action taken herein shall in no 
way be construed to relieve the Applicants from their obligations to establish 
under the statutory burden of proof that the proposed rates are just and 
reasonable on the basis of actual experience adjusted for known and measurable 
changes at the time of hearing on those proposed rates. 

The Commission finds: 


It is appropriate that the Applicants, in support of their proposed respective 


filings for increased rates and charges for the sale of natural gas for resale in 
interstate commerce, submit the data hereinafter specified. 

The Commission orders: 

(A) Applicants be and they hereby are permitted to submit in support of their 
proposed respective requests for increased rates and charges scheduled to be 
filed about May 1, 1954, data and material setting forth estimates of operations 
for the year 1955, in the form provided by Section 154.63 (b) (3) of the Rules, 
including therewith the estimated three day sustained peak for the year heating 
season 1955-56 for jurisdictional and non-jurisdictional sales. 

(B) In lieu of data for the year 1953, Applicants shall each submit in the 
form prescribed by Section 154.63 (b) (3) of the Commission’s Rules, actual 
data for the months of January and February, 1954, and estimated monthly 
data for the remaining 10 months of 194. 

(C) All estimated data shall be fully explained as to their bases and methods 
of derivation. 

(D) Subsequent to the filings provided in paragraphs (A) and (B), above, 
each of the Applicants shall submit the following actual monthly data, promptly 
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after the books are closed for the current month, until further order of the 
Commission : 

(1) Peak-day delivery, sales volumes and revenues separately for jurisdic- 
tional and non-jurisdictional sales, together with the totals thereof. 

(2) Volumes of natural gas produced. 

(3) Statements L and M of Commission’s Amended Rule 154.63 (b) (3). 

(4) Other Gas Revenues by each account of the Uniform System of Accounts 
(610-619). 

(5) Items 1, 2, 3, 5, 6, 7 and 8 under Statement N of the Commission’s Rule 
154.63 (b) (3) for the month only. For item 5, hereof, there shall also be 
shown 

(a) The volumes and costs of purchased gas, separately for each Southwest 
gas supply and all local gas purchases, together with the totals thereof. 

(b) The volume of gas delivered to and withdrawn from storage together with 
the amounts recorded therefor in accounts 747.1 and 747.2 of the Uniform System 
of Accounts. 

(c) The amounts paid to Gulf Interstate for the current month. 

(E) The Commission reserves the right to require the Applicants to furnish 
such additional information as may be required in connection with these matters. 

(F) This order shall not be considered as establishing any precedent with 
respect to the data to be submitted under Section 154.63 (b) (3) of the Com- 
mission’s Rules. 


Order authorizing transmission of electric energy to Mexico and superseding 
previous authorization 
California Electric Power Co. 
Docket No. E-6351 


April 8, 1954 





California Electric Power Company (Applicant), a corporation organized and 
existing under the laws of the State of Delaware, qualified and authorized to do 
business as a foreign corporation in the States of California, Nevada, and Arizona, 
with its principal business office at Riverside, California, filed an application on 
January 4, 1954, as amended February 23, 1954, under Section 202 (e) of the 
Federal Power Act, requesting authorization to export to Mexico the progressively 
increasing amounts of electric energy hereinafter set forth by increasing the 
amounts authorized by Commission order issued May 22, 1951, 10 F. P. C. 993, 
in the above docket, for the years 1954 and 1955, and adding authorized amounts 
for the years 1956, 1957, and 1958. 

More particularly, Applicant seeks authorization to transmit electric energy 
to its wholly-owned Mexican subsidiary, Industrial Electrica Mexicana S. A., 
from three points at or near Calexico, California, one point near Andrade, 
California, and one point near Gadsden, Arizona, in the maximum amounts and 
at the respective maximum rates of transmission for each of the years 1954 
through 1958 as shown in the following table: 
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| 
| 


| | 
3 points inornear | 1 point near Anrade | 
Calexico saison inane 


1 point near Gadsden 








| 2, 850 | 
11, 300 4.000 | 
13, 000 | 5, 150 
14, 500 | 5, 750 
14, 700 | 5, 800 





1 The commission order issued May 22, 1951, authorized the Applicant to transmit to its subsidiary the 
maximum amounts of electric energy at the respective maximum rates of tramsmission for the years 1954 
and 1955 as follows: 


3 points in or near 1 point near Andrade | 1 point near Gadsden 
Calexico | 


M Kwh Kw M Kwh Kw | M Kwh | Kw 


65, 300 15, 800 2, 400 7 6, 600 
68, 200 | 16, 550 2, 500 1,7! 6, 800 | 


Applicant states that the amounts of energy thus proposed to be supplied to 
its subsidiary will be billed to the latter in accordance with a schedule of 
rates and charges for resale service submitted both as an exhibit to the appli- 
cation and for filing as an FPC Export Rate Schedule covering the proposed sales. 

It is proposed to transmit the aforementioned amounts of energy from the 
previously listed points within the United States to points on the international 
border between the United States and Mexico over facilities of the Applicant 
which are covered by a Presidential Permit signed by the President of the 
United States on November 5, 1949 (released to the Applicant on January 16, 
1950), and which are presently used by the Applicant to carry out the ex- 
portations heretofore authorized by the aforementioned Commission order issued 
May 22, 1951. 

The application indicates that, as in the past, the Imperial Irrigation Dis- 
trict (Imperial) will continue to be the sole source of the electric energy 
transmitted over the facilities at or near Calexico and Andrade, California, 
and the Colorado River System—Lower Basin—of the Bureau of Reclamation, 
Department of the Interior, will continue to be the sole source of the electric 
energy transmitted over the facilities near Gadsden, Arizona. 

The Applicant states that the authorization to export electric energy granted 
by the Commission’s order issued May 22, 1951, referred to above, is presently 
inadequate due to, among other things, an unforeseen increase in the indus- 
trial development of the area served by Industrial Electrica Mexicana, S. A. 

The application discloses a provision (Article 4 (h)), of an amendment of 
March 17, 1953, to an agreement dated October 15, 1943, between Applicant 
and Imperial for the delivery, under certain circumstances, of power and 
energy by Imperial at the International border between the United States and 
Mexico. 

Notice of the filing of the application was published in the Federal Register 
on January 13, 1954 (19 FR 239), and given to interested State officials, and 
no protest or request for hearing thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 





948 FEDERAL POWER COMMISSION 


impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy 
from the United States to Mexico, in accordance with the terms and conditions 
set forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Mexico shall not exceed the kilowatt-hours per year 
and the rates of transmission shown in the table covering the years 1954 
through 1958 hereinabove set forth, and shall be over the facilities specified 
in the Presidential Permit signed by the President of the United States on 
November 5, 1949, and released to the Applicant on January 16, 1950. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of 
the Presidential Permit signed by the President of the United States, referred 
to in Paragraph (B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish reports annually, on or before February 15, showing the kilowatt-hours 
delivered through each of the points herein authorized, the maximum Kw of 
such transmission, and the consideration therefor during each month of the 
preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and deci- 
sion thereon, provided notice is promptly given in writing to the Commission 
accompanied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization shall be without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission, or any 
other regulatory body, and nothing herein shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted. 

(I) Nothing in this order shall be deemed to constitute authorization or 
approval of any transmission of energy by means of the facilities (for which 
a Presidential Permit has heretofore been issued) by which the exportations 
herein authorized are accomplished or otherwise, by any one other than the 
party designated in a duly issued Permit. 
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(J) This order shall supersede the order, referred to above, issued in the 
above docket May 22, 1951. 


Order authorizing transmission of electric energy to Canada 
Niagara Mohawk Power Corp. 
Docket No. IT-5637 
April 8, 1954 


On April 7, 1954, Niagara Mohawk Power Corporation (Niagara) filed an 
application pursuant to Section 202 (e) of the Federal Power Act, for an order 
authorizing the transmission of electric energy from the United States to Canada 
at a point on the international boundary line in the Niagara River over the so- 
called Queenstown Crossing facilities, which facilities are described in the 
Presidential Permit dated March 19, 1946, in this docket. 

Niagara states that the Hydro-Electric Power Commission of Ontario (Hydro) 
has experienced a failure in two of its 60-cycle, 80,000 kw units at the Hearn 
Steam Electric Generating Station at Toronto, Canada, and due to this misfortune 
is in dire need of additional energy in order to maintain service to its customers. 
To aid in meeting this emergency Niagara requests authorization to transmit 
60-cyele energy to Hydro in an amount not in excess of 70,000,000 kilowatt-hours 
monthly at a rate not to exceed 100,000 kilowatts over the Queenstown Crossing 
facilities mentioned above. Because of the immediate need for this energy the 
rates to be charged Hydro will be supplied by Niagara by further amendment 
to its application. 

In view of the emergency and of the relief sought by Hydro, to maintain service 
to its customers, Niagara requests that the Commission waive its thirty-day 
notice requirement and take favorable action forthwith granting Niagara au- 
thorization to transmit electric energy to Hydro as set forth above. 

The Commission finds: 

(1) The transmission of electric energy from the United States to Canada 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

(2) Good cause has been shown for waiver of the requirement for filing the 
application thirty days in advance of the proposed transmission as provided in 
Section 32.31 of the Commission’s Rules and Regulations. 

The Commission orders: 

(A) Applicant is hereby authorized to transmit electric energy from the United 
States to Canada for the duration of the present emergency on ‘Hydro’s system 
in accordance with the terms and conditions set forth in the application, and 
subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit from 
the United States to Canada shall be in an amount not in excess of 70,000,000 
kwh per month at a rate not to exceed 100,000 kw over the Queenstown Crossing 
facilities described in the Presidential Permit dated March 19, 1946, in this 
docket. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
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authorization extend beyond the date of termination or expiration of the Pres- 
idential License signed by the President of the United States referred to above, 

(D) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy, on or before the 15th 
of each month, a report showing the kwh of energy transmitted, the maximum 
kw of transmission, and the consideration received therefor, during the preceding 
month. 

(E) This authorization shall be without prejudice to the authority of any 
state or state regulatory commission for the exercise of the lawful authority 
vested in the State or state regulatory commission over Applicant. 

(F) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 


mission in any estimate or determination of cost or any valuation claimed or 
asserted. 


Order denying application for rehearing 
Appalachian Electric Power Co. 
Project No. 739 
April 8, 1954 


By application filed March 12, 1954, Appalachian Electric Power Company 
requests a rehearing with respect to the Commission’s order issued February 11, 
1954, 13 F. P. C. 545, in the above-entitled matter, modifying and affirming as 
modified the initial decision of the Presiding Examiner issued September 8, 
1953, which determined the actual legitimate original cost of Licensee’s Claytor 
Project (Project No. 739). 

Licensee points out in its application that the Commission disallowed the ex- 
penses of the New River litigation because the expenditures contributed nothing 
to the project, even though they may have been reasonable and prudent. It 
argues that the effect of the Commission’s order is to judge the expenditures by 
hindsight and leave a licensee in the position of acting at its peril with respect 


to expenditures incurred. But this misconceives the basis of the Commission’s 
order. 




















There may be many expenditures incurred in the course of developing a 
project site and building the hydroelectric facilities, which involve an element 
of risk, and which actually turn out to be unsuccessful, yet would properly be 
part of the actual legitimate cost of the project. Such expenditures would in- 
clude those which contribute to the construction of the project whether or not 
they actually enter into it. One example is excess material supplied to cover 
the possibility of breakage, spoilage or similar contingency and afterward found 
not to be needed. See Pennsylvania P. & L. Co. v. F. P. C., 189 F. 2d 445, 453 
(C. A. 3), certiorari denied, 321 U. S. 798. An example cited by Licensee is an 
expenditure for geological explorations made to determine whether there are 
any geological faults which would cause the project reservoir to leak, where no 
such fault is found. Other examples are cited by Licensee: Safe Harbor W. P. 
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Corp., 1 F. P. C. 230, 367, 370; Minnesota Power & Light Co., 7 F. P. C. 98, 
107-108, modified 9 F. P. C. 472; Susquehanna Power Co., 4 F. P. C. 74, 125. 
Expenditures of that sort under appropriate circumstances might be capitalizable 
as project costs whatever the outcome; but the expenditures here involved 
are not of that nature. 

As we sought to make clear in our order issued February 11, 1954, the ex- 
penditures for the New River litigation were incurred in an effort to benefit the 
ownership of the project by enabling it to construct, maintain, and operate the 
project without a license; they did not benefit, contribute anything to, or in any 
way enter into, the construction, operation or maintenance of the licensed 
project, which was in fact brought into existence. Where that is true they 
cannot be capitalized as cost of that project. 

There is not here presented and we express no opinion on the question which 
might arise if the litigation had resulted favorably to the company and the 
project which had eventuated had been an unlicensed project, and we had to 
determine whether the cost of successful litigation to avoid licensing was prop- 
erly part of the cost of the unlicensed project. If it were to be assumed that 
in such case the cost of the successful litigation properly would be a part of the 
cost of the resulting unlicensed project it does not follow that the cost of the 
litigation is part of the cost of a licensed project where such litigation has 
failed. 

Hence what is here involved is not a “hindsight” reappraisal, in the light of 
the knowledge of the outcome of the litigation, of the company’s decision to 
make the expenditure, but simply a recognition that the project whose cost we 
have to determine is a licensed project. The fact that it would not have been a 
licensed project if the litigation had succeeded cannot be made by the use of 
the term “hindsight” to alter what we must determine. 

The Commission finds: 

No new facts have been alleged, and no legal contentions have been presented 
which have not, in substance, been fully considered by the Commission prior 
to its order herein, and the application does not warrant further hearing, modi- 
fication or revocation of such order. 

The Commission orders: 

The application be and the same hereby is denied. 

Commissioner Smith dissenting because he is of the opinion that the petition 
for rehearing should be granted. 


Order amending order issuing certificate of public convenience and necessity 
Transcontinental Gas Pipe Line Corp. 


Docket No. G—1277 






April 9, 1954 


South Jersey Gas Company (Petitioner) filed on March 2, 1954, a petition to 
amend the certificate of public convenience and necessity granted by order of 
the Commission, issued December 11, 1953, 12 F. P. C. 762, in the above-entitled 
matter. 

Applicant specifically requests that Paragraph (B) (i) (A) of the Commis- 
sion’s order, herein referred to, be amended so that the South Jersey Gas 
Company, out of its allocation of 1,189 Mcf per day of natural gas authorized 
by said order of December 11, 1953, will be authorized to sell and deliver to the 
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New Jersey Natural Gas Company an additional firm quantity of 172 Mcf per day 
of natural gas under an appropriate service agreement, which was in fact the 
understanding and agreement under which 1,139 Mcf per day was allocated to 
South Jersey. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act, and 
in the public interest, that the order issued herein on December 11, 1953, au- 
thorizing Transcontinental Gas Pipe Line Corporation to make certain de- 
liveries and sales of natural gas, be amended as hereinafter ordered. 

The Commission orders: 

Paragraph (B) (i) (A) of the Commission’s order issued December 11, 1953, 
is hereby amended by adding at the end of said paragraph the following: 

Further, South Jersey Gas Company, out of its allocation of 1,189 Mcf per 
day, is hereby authorized to sell and deliver to New Jersey Natural Gas Com- 
pany an additional firm quantity of 172 Mcf per day of natural gas under an 
appropriate service agreement. 


Order amending order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G—1907 
April 9, 1954 


On March 15, 1954, Southern Natural Gas Company (Applicant) filed a pe- 
tition to modify the order of the Commission issued May 4, 1953, 12 F. P. C. 516, 
affirming, with certain modifications not here material, the initial decision of 
the Presiding Examiner issuing a certificate of public convenience and necessity 
in this proceeding. Applicant requests that it be authorized to construct and 
operate approximately 48.5 miles of 18-inch loop line and 7.0 miles of 16-inch 
loop line on its Gwinville-Pickens lateral line in lieu of 58 miles of 16-inch 
loop lines previously authorized. A third 12%%-inch line, in addition to the 
two now authorized 12%,-inch lines crossing the Pearl River, and two new 
12%4-inch lines crossing the Black River are proposed. 

The 18-inch loops are to be placed in somewhat different location from those 
authorized for the 16-inch loops in order to eliminate unnecessary cost of move- 
ment of equipment. The seven miles of 16-inch loop is to be installed near the 
Pickens station as a safety factor across the Black River and a marshy area. 
The substitution of 18-inch pipe for 16-inch pipe will provide additional ca- 
pacity of about 7000 Mcf per day in the Gwinville-Pickens line in the event that 
future demands on Applicant’s north line will require expansion. The proposed 
modification will increase the estimated cost of the loop lines in question from 
$2,250,200 to $2,783,700, or an increase of $533,500. 

All parties to the proceeding have been served with a copy of the petition to 
modify the order issuing a certificate in this proceeding, and no objection to 
the granting thereof has been received. 

The Commission finds: 


1The Initial Decision of the Presiding Examiner issued February 18, 1953, as affirmed 
by the order of the Commission issued May 4, 1953, 12 F. P. C. 516, incorrectly describes 
these loops as 24-inch pipe. The record shows that these loops were originally proposed 
to be of 16-inch pipe. 









ORDERS 953 
















































It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend as herein ordered the order of 
the Commission issued May 4, 1953, affirming, as therein provided, the initial 
decision of the Presiding Examiner issuing a certificate of public convenience 
and necessity herein. 

The Commission orders: 

(A) The order of the Commission issued May 4, 1953, affirming, as therein 
provided, the initial decision of the Presiding Examiner issuing a certificate of 
public convenience and necessity at Docket No. G—1907 be and the same is 
hereby amended authorizing the construction and operation of the proposed fa- 
cilities in lieu of these previously authorized, all as hereinbefore described, and 
more particularly described in the petition for modification filed March 15, 1954. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity, except as heretofore and herein amended, shall remain in full force 
and effect. 


Order amending order approving settlement 
Southern Natural Gas Co. 


Docket No. G—2141 


April 9, 1954 





On March 23, 1954, Southern Natural Gas Company (Southern Natural) directed 
attention to the order, issued March 18, 1954, 13 F. P. C. 894, approving the 
settlement of the instant rate proceeding, and pointed out that such order did 
not clearly reflect the agreement as to two items: 

(1) The handling of any refund which may be received by Southern Natural 
from United Gas Pipe Line Company at Docket No. G—2019. 

(2) The reflection of any reduction in the Federal income tax rate for 1954. 

The Commission finds: 

It is necessary and in the public interest in order to more clearly reflect the 
basis of the agreed-upon settlement to amend the order issued March 18, 1954, 
in this proceeding, as hereinafter ordered. 

The Commission orders: 

(A) Paragraph (D) (3) of the order, issued March 18, 1954, in this pro- 
ceeding, is amended to read as follows: 

Southern Natural shall refund, within 60 days after the receipt thereof, such 
portion of the refund received by Southern Natural from United Gas Pipe Line 
Company at Docket No. G—2019 as is attributable to natural gas purchased from 
United by Southern Natural after 8:00 A. M., September 2, 1953, and resold by 
Southern Natural for resale. 

(B) Paragraph (D) (5) of said order is amended to read as follows: 

Southern Natural, unless otherwise ordered by the Commission, shall reflect 
any decrease made effective in 1954 in the 52 percent Federal Income Tax rate 
which was the tax rate used in this proceeding, by making appropriate refunds 
and by revising its rates. 


468918—61——_63 
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Findings and order issuing a certificate of public convenience and necessity 
Central Kentucky Natural Gas Co. 
Docket No. G-—2284 


April 9, 1954 





Central Kentucky Natural Gas Company (Applicant), on October 20, 1953, 
filed an application, which was supplemented on October 22, 1953, for a certificate 
of public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing the sale and delivery of natural gas, and the continued operation of 
certain facilities hereinafter described, utilized to make such sale and delivery 
of natural gas to Kentucky Creosoting Company (Kentucky Creosoting), or, 
in the alternative, for an order of the Commission disclaiming jurisdiction over 
such sale and delivery. 

Pursuant to due notice, hearing was fixed to commence herein on February 23. 
1954, on which date hearing commenced and was recessed until further order of 
the Commission. The Commission ordered said hearing to be reconvened on 
April 2, 1954, at which time hearing was held and concluded. No protest to the 
application is presently pending before the Commission. 

Applicant, in connection with its operations, owns and operates the Menifee 
Storage Pool in Kentucky which is used for the injection and withdrawal of 
natural gas for storage purposes. The gas put into this pool is received from 
sources outside of Kentucky. As a result of recent operations, the perimeter of 
said storage pool was substantially enlarged to include three certain tracts of 
land owned or controlled by Kentucky Creosoting and its associates. 

Kentucky Creosoting for many years has obtained natural gas supplies for 
use in its plant through local production of gas from said three tracts, and vol- 
umes so obtained in excess of those required for plant use by Kentucky Creo- 
soting have been sold at retail in the Town of Stanton, Kentucky, and its 
environs. 

Applicant, to obtain the tracts hereinbefore described, instituted condemnation 
proceedings which resulted in a settlement whereby the leasehold oil and gas 
estates, together with the facilities used for delivery of gas to Kentucky Creo- 
soting, were assigned to Applicant by an indenture which reserved a quantity 
of 114,000 Mcf of natural gas to Kentucky Creosoting. Said indenture provided 
further that after the entire 114,000 Mcf of gas had been withdrawn, Applicant 
would sell natural gas to Kentucky Creosoting for resale in Stanton at Appli- 
cant’s regular published rates. 

Applicant now proposes to continue the use of the facilities, consisting of ex- 
isting well and field facilities situated in its Menifee Storage Pool, for the sale 
and delivery to Kentucky Creosoting of natural gas at existing pool pressures. 
Kentucky Creosoting has approximately 350 retail customers in the Town of 
Stanton, Kentucky, and it is estimated that the annual requirements of Ken- 
tucky Creosoting will increase from 43,168 Mcf in 1953 to approximately 55,867 
Mef in 1957. Winter peak-day requirements for the 1953-1954 winter period are 
estimated to be approximately 388 Mcf, and for the 1956-1957 period such re- 
quirements are estimated to be approximately 370 Mcf. 

On December 24, 1953, Kentucky Creosoting, by letter, advised the Commis- 
sion that service by Applicant had been unsatisfactory and that it had refused 
to enter into a service agreement with Applicant for the sales of gas herein 
proposed. Said letter was designated an informal complaint and assigned 
Docket No. IN-863. 
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On February 8, 1954, Kentucky Creosoting advised the Commission by letter 
that certain alterations in Applicant’s facilities have been mutually agreed 
upon by Kentucky Creosoting and Applicant, whereby the supply pressure prob- 
lems upon which said informal complaint was based will be alleviated. Ken- 
tucky Creosoting in said letter requested that it be allowed to withdraw its let-. 
ter of December 24, 1953. The Commission, by order issued on March 11, 1954, 
granted such request and fixed April 2, 1954, as the date for reconvening the 
hearing herein. 

Applicant does not propose to construct or operate any additional facilities 
in connection with the proposed service, and no new or additional markets are 
proposed to be served by Applicant. 

The Commission finds: 


(1) Central Kentucky Natural Gas Company, a Kentucky corporation, having 
its principal place of business at Charleston, West Virginia, owns and operates, 
among other facilities, a natural-gas transmission pipeline system located in the 
State of Kentucky, is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of September 7, 1943, in Docket 
No. G-338, 3 FPC 1083-1084. 

(2) The sale and delivery of natural gas by Applicant to Kentucky Creosoting 
Company hereinbefore described, all as more fully described in the application 
herein, constitutes the sale and delivery of natural gas for resale in interstate 
commerce subject to the jurisdiction of the Commission, and the continued op- 
eration of the facilities hereinbefore described which are used for such sale and 
delivery constitutes the transportation of natural gas in interstate commerce 
subject to the jurisdiction of the Commission; said transportation and said sale 
and delivery of natural gas as proposed by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed sale and delivery of natural gas by Applicant, and the con- 
tinued operation of the facilities utilized therefor, as hereinbefore described, are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure (18 CFR 157.20) should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted thereunder. 

(7) Applicant’s request for an order of the Commission disclaiming jurisdic- 


tion over the sale and delivery of natural gas to Kentucky Creosoting should 
be denied. 


The Commission orders: 
(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing Applicant to sell and deliver natural gas to Kentucky Creo- 
soting Company, and for such purpose to continue the operation of the facilities 
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hereinbefore described, all as more fully described in the application, as sup- 
plemented, in this proceeding, for the transportation and sale of natural gas as 
therein set forth, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (3) (iii), and (5) of Section 157.20 of the Commission’s Gen- 
eral Rules and Regulations, including Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(C) Applicant’s request for an order of the Commission disclaiming jurisdic- 
tion over the sale and delivery of natural gas hereinbefore described, all as more 
fully described in its application in this proceeding, be and the same hereby is 
denied. 


Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment 


Texas Illinois Natural Gas Pipeline Co. 
Docket No. G—2354 
April 9, 1954 


Texas Illinois Natural Gas Pipeline Company (Applicant), a Delaware corpo- 
ration having its principal place of business in Chicago, Illinois, on January 14, 
1954, filed an application for a certificate of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act. Applicant requested that the 
Commission issue a certificate of public convenience and necessity authorizing 
Applicant to increase the daily contract quantity of naturai gas it is presently 
authorized to sell and deliver to the City of Sullivan, Illinois, from 800 Mcf to 
1,270 Mcf per day. 

Applicant, in the same application, seeks authority, pursuant to Section 7 (b) 
of the Natural Gas Act, to abandon certain other service by decreasing the daily 
contract quantity of natural gas which it is now authorized to sell and deliver 
to Southeastern Illinois Gas Company (Southeastern) from 1,800 Mcf to 1,400 
Mcf per day. 

By order issued June 14, 1950, in Docket No. G—1246, 9 F. P. C. 122, Applicant 
was authorized to sell and deliver up to 1,800 Mcf of natural gas per day to 
Southeastern. By letter dated October 31, 1953, Southeastern requested a 
decrease of 400 Mcf per day in the contract quantity to be delivered in accord- 
ance with the following schedule : 


November 1, 1953, through October 31, 1954_.___----------_----__-- 1,000 Mcf 
November 1, 1954, to end of term (11-1-71) ~.-----.--.--_-~----.-.. 1,400 Mcf 


By order issued September 10, 1951, in Docket No. G—1669, 10 F. P. C. 1356, 
Applicant was authorized to sell and deliver 800 Mcf to the City of Sullivan. 
Sullivan has requested that its contract demand be increased from 800 Mcf per 
day to 1,270 Mcf per day. 

The Commission’s order of April 16, 1953, in Docket No. G—1914, 12 F. P. C. 
45, reserved 1,737 Mcf per day of Applicant’s capacity to Natural Gas Pipe Line 
Company. There remained unallocated capacity of 70 Mcf per day. It appears, 
therefore, that with reduction of deliveries to Southeastern, Applicant will have 
sufficient capacity to sell and deliver the additional 470 Mcf of natural gas per 
day to the City of Sullivan. 
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All of Applicant’s customers waived any rights they might have to the 
470 Mcf of natural gas per day, and consented to the allocation to the City 
of Sullivan. 

No additional facilities and no change in existing facilities are required to 
effect the increase in deliveries to the City of Sullivan or the decrease in 
deliveries to Southeastern. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on April 5, 1954, respecting the matters involved in and the issues presented 
by the application. No protests to the application have been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Chicago, Illinois, owns and operates, among other facilities, a natural-gas 
transmission pipeline system in the States of Texas, Arkansas, Missouri, and 
Illinois, and by such operations Applicant is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and is, therefore, 
a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its orders issued June 14, 1950, in Docket 
No. G—1246, 9 F. P. C. 122, and September 10, 1951, in Docket No. G—1669, 10 
F. P. C. 1356. 

(2) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(3) The service proposed to be abandoned, as hereinbefore described, in- 
volves the transportation and sale for resale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and abandonment 
hereof by Applicant is subject to the requirements of subsection (b) of Section 
7 of the Natural Gas Act. 

(4) Such abandonment by Applicant is permitted by the public convenience 
and necessity, and an order authorizing and approving the same should be 
issued as hereinafter ordered. 

(5) The additional service to the City of Sullivan, as hereinbefore described, 
involves the transportation and sale for resale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as an integral part 
of Applicant’s operations, and authorization of such service is subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) Applicant should be authorized to make available to the City of Sullivan 
up to 1,270 Mcf of natural gas per day. 

(7) The public convenience and necessity require that the general terms 
and conditions set forth in paragraphs (1) and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure (18 CFR 157.20) should attach 
to the issuance of the certificate hereinafter issued and to the exercise of the 
rights granted thereunder. 

(8) Applicant, having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Applicant is hereby granted permission and approval for the abandon- 
ment of the natural-gas service to Southeastern, as hereinbefore described, 
upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity is hereby issued, author- 
izing Applicant to increase the daily contract quantity of natural gas to the 
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City of Sullivan, Illinois, as hereinbefore described, subject to the jurisdiction 
of the Commission and upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules of 
Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (B) hereof, and to the exercise of the rights granted thereunder. 

(D) The service authorized in paragraph (B) shall be rendered pursuant to 
Applicant’s appropriate rate schedules on file with the Commission. 


Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G—2355 


April 9, 1954 


New York State Natural Gas Corporation (Applicant), a New York corporation 
having its principal place of business in Pittsburgh, Pennsylvania, on January 
18, 1954, filed an application for a certificate of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act. The application requests 
authority to construct and operate a metering and regulating station on Appli- 
eant’s 20-inch Ithaca-Utica main line in Tompkins County, New York. The 
purpose of such construction and operation is for the sale and delivery in inter. 
state commerce of natural gas to New York State Electric & Gas Corporation for 
resale and distribution in the Village of Dryden, New York. The Village has no 
gas service at present. The Applicant proposes to sell a maximum daily volume 
of 600 Mcf and a maximum annual volume of 60,000 Mcf of natural gas to New 
York State Electric & Gas Corporation. 

Applicant estimates that its proposed facilities will cost $24,586 which will be 
financed from funds on hand. Applicant represents that New York State Electric 
& Gas Corporation will build a distribution system in Dryden at an estimated 
cost of $202,600. 

Applicant proposes to render the service under its presently effective Rate 
Schedule CR-3-E. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 1, 1954, respecting the matters involved in and the issues presented by the 
application. No protests to the application have been received. 

The Commission finds: 

{1) Applicant, a New York corporation, having its principal place of business 
in Pittsburgh, Pennsylvania, owns and operates, among other facilities, a natural- 
gas transmission pipeline system in the States of Pennsylvania and New York, 
and by such operations Applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 27, 1942, in Docket No. G-312, 3 F. P. C. 844. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of the Applicant’s existing pipe- 
line system, and the construction and operation thereof by the Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) |The proposed construction and operation of the facilities hereinbefore de- 
scribed to permit the delivery of natural gas to New York State Hlectric & Gas 
Corporation for distribution in the Village of Dryden, New York, are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered. 

(6) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the issuance of the certificate hereinafter issued, and 
to the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation, should be fixed at 6 months from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing Applicant to construct and operate the facilities herein- 
before described, for the transportation and sale of natural gas subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at 6 months 
from the date on which this order issues. 

(D) The service authorized in paragraph (A) shall be rendered pursuant to 
Applicant’s appropriate rate schedules on file with the Commission and subject 
to such refunds as may be ordered by the Commission in Docket Nos. G—2119 and 
G—2315. 


Findings and order issuing certificate of public convenience and necessity, and 
approving abandonment of facilities 


El Paso Natural Gas Co. 
Docket No. G—2365 
April 9, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, filed an application on February 9, 
1954, for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the construction and operation of certain 
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natural gas pipeline facilities, and for an order pursuant to Section 7 of the Act 
authorizing the abandonment of certain pipeline facilities, all as hereinafter 
described. 

The project or facilities, for which a certificate of public convenience and 
necessity is sought, consists of the retirement, rearrangement and tieing-in of the 
following facilities : 

(i) Retire approximately 7.56 miles of 444-inch O. D. pipeline presently pro- 
viding service for the Trico Electric Cooperative at its existing Marana Power 
Plant in Pima County, Arizona. This pipeline, originally authorized in Docket 
No. G—1051, as amended, extends from a point on Applicant’s existing 26-inch 
O. D. California transmission pipeline, at approximately mile post 519, said point 
being on the immediate suction side of Applicant’s existing Tucson Compressor 
Station in Section 30, Township 12 South, Range 10 East, Pima County, Arizona, 
in a northeastwardly direction to a point of termination in Section 26, Township 
11 South, Range 10 East, Pima County, Arizona. 

(ii) Remove and reestablish the present orifice meter station now located at the 
upstream side of the pipeline described in item (i) above, and relocate the meter 
station at the point of termination of the pipeline now proposed to be abandoned, 
said point of relocation being in Section 26, Township 11 South, Range 10 East, 
Pima County, Arizona. 

(iii) Make the necessary tie-in between the orifice metering station described 
under item (ii) above, and Applicant’s proposed 12%-inch pipeline which will 
serve the Saguaro power plant, said tie-in being approximately 50 feet of 414-inch 
O. D. pipe. The tie-in and relocated orifice meter station will be used to con- 
tinue the existing natural gas service to the Trico Electric Cooperative. 

Applicant’s proposed abandonment and rearrangement of facilities will not 
result in any abandonment of service. 

The total estimated cost of Applicant’s project will approximate $28,157, which 
Applicant proposes to finance from its current operating funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 31, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its princi- 
pal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944, order in Docket No. G-288, 
4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 


2 Authorized at Docket No. G-1051. 
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(5) The pipeline hereinbefore described, which Applicant proposes to abandon, 
is subject to the jurisdiction of the Commission, and the abandonment as proposed 
by Applicant is subject to the provisions of subsection (b) of Section 7 of the 
Natural Gas Act. 

(6) The proposed abandonment of the pipeline hereinbefore described is per- 
mitted by public convenience and necessity, and permission and approval to 
abandon should be granted. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraph (1), (2), (3) (i), (3) (ili), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the certificate herein- 
after issued, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order shall be 
completed and in actual operation should be fixed at 4 months from the date on 
which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) Applicant be and it is hereby authorized to abandon the pipeline facilities 
hereinbefore described, all as more fully described in the application. 

(C) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commissions’ Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 

(A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 4 
months from the date on which this order issues. 


Order accepting surrender of license (transmission line) 
Atolia Mining Co. 
Project No. 1477 


April 12, 1954 


Application was filed March 5, 1954, by Atolia Mining Company, licensee 
for transmission-line Project No. 1477, for surrender of license for the line. The 
license was issued on October 3, 1938, for a period of 18 years. 
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By letter dated March 19, 1952, the Commission requested the licensee to 
apply for surrender of the license since the line did not appear to be within the 
licensing authority conferred upon the Commission by the Federal Power Act. 

According to the application for surrender, the line was sold to Surcease 
Mining Company prior to the date of the application for surrender of license. 
The Bureau of Land Management has, by letter dated February 1, 1954, in- 
formed the Commission that on May 13, 1953, a permit was issued by the Bureau 
to Surcease Mining Company for the right-of-way over the public lands of the 
United States covered by the license hereinabove mentioned. 

The license instrument has been surrendered and the annual charges have 
been paid to December 31, 1952. 

The Commission finds: 

Acceptance of surrender of the license for transmission line Project No. 1477 
is appropriate as hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission line Project No. 1477 is hereby ac- 
cepted effective as of May 12, 1953, provided that the annual charges for the 
period from January 1 to May 12, 1953, both dates inclusive, are paid. 


Order approving revised project exhibits 
Wisconsin Michigan Power Co. 
Project No. 2074 


April 12, 1954 





In compliance with Articles 5 and 20 of its license for major Project No. 
2074, Wisconsin Michigan Power Company filed on January 6, 1954, revised 
exhibits showing the project as constructed, including the project transmission 
line. 

The revised exhibits and those superseded thereby are described as follows: 

Evrhibit K: (FPC No. 2074-6) Project Boundary, superseding Exhibit K 
(FPC No. 2074-2) now part of the license. 

Exhibit L: Sheet 1A (FPC No. 2074-7) General Layout of Dam; Sheet 3A 
(FPC No. 2074-8) Power House and Intake; Sheet 3B (FPC No. 2074-9) 
Tainter Gate Section; Sheet 8C (FPC No. 2074-10) Tainter Gate Section; 
Sheet 3D (FPC No. 2074-11) Tainter Gate Section; Sheet 3E (FPC No. 2074- 
12) Open Spillway; Sheet 3F (FPC No. 2074-13) Power House and Intake; 
Sheet 8G (FPC No. 2074-14) Power House Sections; Sheet 4A (FPC No. 2074— 
15) Power House Equipment Layout; Sheet 4B (FPC No. 2074-16) Power 
House Equipment Layout; superseding Exhibit L, Sheets 1, 2 and 3 (FPC Nos. 
2074-3, -4, and -5) now part of the license. 

Erhibit M: Sheet 1 (FPC No. 2074-17) Electrical One Line Diagram. 

The Commission finds: 

The above-described revised Exhibits K, L, and M conform to the Commis- 
sion’s rules and regulations. 

The Commission orders: 

The revised exhibits referred to in the above finding are hereby approved 
as part of the license for Project No. 2074, and superseded Exhibits K (FPC 
No. 2074-2), and Exhibit L, Sheets 1, 2, and 3 (FPC Nos. 2074-3, -4, and -5) 
are hereby excluded from the license for the project. 





































































ORDERS 963 


Order amending supplemental order issuing certificate of public convenience 
and necessity 


The Connecticut Gas Co. 
Docket No. G—1954 
April 16, 1954 


The Connecticut Gas Company (Applicant) on March 11, 1954, filed a petition 
for amendment of the Commission’s supplemental order issued September 3, 
1953, 12 F. P. C. 1200, insofar as that order relates to the issuance of a cer- 
tificate of public convenience and necessity for the construction of a lateral pipe- 
line extending from a connection with the system of Algonquin Gas Transmis- 
sion Company to a connection with Connecticut Light and Power Company at 
Waterbury, Connecticut. 

The Applicant seeks to amend the certificate to conform the authorization to 
the facilities as constructed. The certificate as issued authorized the construc- 
tion of a 5,800 foot lateral, consisting of 400 feet of 12-inch pipe and 5,400 feet 
of 10-inch pipe. The Applicant actually installed a 6,698 foot lateral consisting 
of 1,678 feet of 12-inch pipe and 5,020 feet of 10-inch pipe, in a somewhat dif- 
ferent location from that authorized and at a slightly higher cost. 

The Applicant states that the reasons for the changes were due to (1) its un- 
foreseen inability to secure sufficient 10-inch steel pipe without considerable 
delay; (2) the required rewelding of defective reclaimed 12-inch pipe obtained. 
for the project; (3) relocation of a city street necessitating a relocation of the 
pipeline route; and (4) the required installation of an underground railroad 
crossing instead of the originally planned overhead crossing on a bridge which 
would be replaced in the near future. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the supplemental order issued herein on September 3, 1953, be amended to the 
extent hereinafter provided. 

The Commission orders: 

(A) The supplemental order issued September 3, 1953, issuing a certificate 
of public convenience and necessity in this proceeding, be and it hereby is 
amended to authorize the construction and operation of Applicant’s Waterbury 
lateral as described above, and as more fully set forth in the petition filed 
March 11, 1954. 


(B) In all other respects, the supplemental order issued September 3, 1953, 
shall remain in full force and effect. 


Order providing for the filing of just and reasonable rates and charges 
Tennessee Natural Gas Lines, Inc. 
Docket No. G-2255 
April 16, 1954 * 


This is a rate proceeding arising from a rate increase filed by Tennessee 
Natural Gas Lines, Inc. (Tennessee Natural). The record herein has been 





* Rehearing denied by order issued May 27, 1954. 
EpitTor’s Note: Reversed 221 F. 2d 531 (CADC, 1954). 
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certified to us for determination of a single issue, that of whether the Ten- 
nessee Gross Receipts Tax should be included in Tennessee Natural’s cost of 
service, and for approval of a proposed settlement as it affects all other issues 
of the proceedings. Upon consideration of the record, we determine that the 
Tennessee Gross Receipts Tax should be excluded from Tennessee Natural’s 
cost of service, provide for the filing of rates and charges which were agreed 
would properly reflect the exclusion of the Gross Receipts Tax, and approve 
the terms and conditions of the proposed settlement, as hereinafter set forth. 

On August 81, 1953, Tennessee Natural filed Third Revised Sheet Nos. 4, 
6, and 7 to its FPC Gas Tariff, Original Volume No. 1, providing for an increase 
of $226,683 annually, or 11.1%, to its affiliate and only resale customer, Nashville 
Gas Company (Nashville Gas), based on sales for the year ended June 30, 
1953. 

On September 24, 1953, pending a hearing and our decision upon the 
question of the lawfulness of the rates proposed by Tennessee Natural, we 
issued an order suspending the proposed tariff sheets until March 1, 1954, 
and until such further time thereafter as the proposed tariff sheets might 
be made effective in the manner prescribed by the Natural Gas Act. By the 
same order we fixed February 15, 1954, as the date for commencement of hear- 
ings in the docket. 

By order issued March 18, 1954, the suspended tariff sheets were permitted 
to become effective as of March 1, 1954, upon the filing of an undertaking and 
subject to refund, with interest, of the portion of the increased rates and 
charges which we might find not justified. 

Following the convening of the hearings recesses were permitted from day 
to day during which time conferences were held among representatives of 
Tennessee Natural, the interveners, City of Nashville, Tennessee and the 
Railroad and Public Utilities Commission of Tennessee, and the Staff in order 
to discuss informally the proposed rate increase in an effort to simplify the 
issues or reach a settlement satisfactory to all parties. At open hearing on 
February 19, 1954, it was announced that agreement had been reached as to 
all issues except whether the Tennessee Gross Receipts Tax should be included 
in the cost of service. Accordingly, it was agreed that alternate rates would 
be submitted to us reflecting the inclusion and exclusion of the Tennessee Gross 
Receipts Tax. Also submitted were briefs of the parties on the question at 
issue. 

Section 1248.126 of Williams’ Tennessee Code Annotated, 1934 Edition, which 
provides for the Gross Receipts Tax reads as follows: 


1248.126. Item G. Gas, water, electric power and light companies.— 
Each person engaged in the business of furnishing or distributing gas, water, 
or electric current, whether to dealer, consumer, municipality or other 
customer, shall, for the privilege of doing such business, pay to the state 
for state purposes an amount equal to three per cent (3%) of the gross 
receipts derived from intrastate business in the state. Persons engaged 
in the business of manufacturing gas or of distributing manufactured gas 
or natural gas shall, in lieu of the foregoing, pay an amount equal to one 
and one-half per cent (114%) of the gross receipts derived from intrastate 
business in this state, which payment shall be subject to the same pro- 
visions, restrictions and credits hereinafter provided in this item. 

This tax shall not apply to cities or other political subdivisions of the 
state owning and operating gas companies, water companies or power 
plants; nor shall it apply to any governmental agency of the United States. 
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It is the intention of this item to levy a tax for the privilege of engaging 
in intrastate commerce carried on wholly within this state and not a part 
of interstate commerce. 

There shall be credited upon the tax hereby imposed any taxes paid 
by the owner of such business on any of the businesses named in the 
heading of this item under the Franchise Tax Law and under the Excise 
Tax Law during the calendar year in which the tax hereby levied becomes 
due. 


Since 1947, Tennessee Natural has been paying the Tax on revenues from all 
sales of the natural gas it transports and sells in interstate commerce. Princi- 
pal among such sales are those for resale to its wholly owned subsidiary, 
Nashville Gas. Additionally, the Tax has been paid by Nashville Gas on the 
receipts from sales Nashville Gas makes in the course of distributing gas in the 
City of Nashville. Although Tennessee Natural took the position that it was not 
liable for the Tax in correspondence with the Office of the Attorney General of 
the State of Tennessee and in subsequent conferences, it has never contested 
payment of the Tax in the courts. 

From our study of the situation, two conclusions seem abundantly clear. First, 
there is serious question of the liability of Tennessee Natural for the payment 
of the Gross Receipts Tax, and Tennessee Natural has been remiss in failing to 
contest the matter in the appropriate courts. Secondly, and more important 
to the decision at hand, the payment of the Gross Receipts Tax by both Tennes- 
see Natural and Nashville Gas, in any event, results from the dual corporate 
identity of the single enterprise transporting gas to and distributing gas in the 
City of Nashville. It was the possibility of just such a circumstance as this 
which prompted us to find in the first certificate of public convenience and ne- 
cessity issued Tennessee Natural that: 

(9) By reason of the proposed ownership and operation of the stub line by a 
corporation other than Tennessee Gas (Transmission Company) or Nashville 
Gas, the estimated cost of transportation of the gas over a distance of approxi- 
mately 14 miles would be excessive and would not constitute a reasonable element 
in the cost of such gas to the consumers of Nashville, Tennessee. 

(10) The construction and operation by Applicant cf the facilities referred to 
in paragraph (a) (1), above, are and will be required by the present and future 
public convenience and necessity, provided such excess costs are not charged as 
a part of the rates and charges to Nashville Gas, and a certificate authorizing 
such proposed construction and operation, subject to this condition, should be 
issued as hereinafter ordered and conditioned. In the Matter of Tennessee 
Natural Gas Lines, Inc., and Tennessee Gas and Transmission Company, Docket 
No. G-575, 4 F. P. C. 1127, 1129 (1945). 

To permit the tax to be included in Tennessee Natural’s cost of service would 
impose on gas consumers in the City of Nashville an added tax and duplicate 
cost resulting solely from the ownership and operation of the pipeline by a 
separate corporate entity. As at the time of the Docket No. G—575 proceedings, 
we find that this is contrary to the public interest. Accordingly, the Gross 
Receipts Tax must be eliminated in determining Tennessee Natural’s cost of 
service. 

Tennessee Natural’s net investment rate base as computed by the Staff for 
the year 1953 was $1,140,956. Allowing a 6% rate of return upon this rate 
base, and eliminating the $38,914 net effect of the Tennessee Gross Receipts Tax, 
the overall total cost of service is $2,889,040, of which $2,261,228 is allocable 
to jurisdictional sales. 
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The rate alternate which reflects the exclusion of the Tennessee Gross 
Receipts Tax is as follows: 





















































| Rate | Commod- 
Type of service | schedule Demand charge per Mcf | ity 7" 
per Mc 








General Service._............. | G-1 $2.16 for the first 34,800 Mcf. of billing demand. 15.4 cents. 


$1.80 for all excess Mcf per month of billing de- 
mand. 


These rates would produce revenues of approximately $2,265,000 for the test 
year. 

The Commission finds: 

(1) The Tennessee Gross Receipts Tax is not a proper item for inclusion in 
Tennessee Natural’s cost of service. 

(2) Tennessee Natural’s just and reasonable rates and charges are those 
agreed upon by parties to these proceedings as properly reflecting the exclusion 
of the Tennessee Gross Receipts Tax from Tennessee Natural’s cost of service, 
and subject to the terms and conditions hereinafter ordered; it is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
that such rates and charges should be approved and made effective as herein- 
after provided and ordered. 

(3) The public interest requires that the following terms and conditions shall 
attach to this order: 

(a) Tennessee Natural shall refund to Nashville Gas the difference between 
the amounts collected under the rates in effect subject to an undertaking and 
the amounts which would have been collected by the application of the rates 
and charges provided for herein, to the billing units which accrued during the 
period in which rates were collected subject to an undertaking plus interest 
at a rate of six percent per annum computed to the date of refund. 

(b) In the event that the actual Federal income tax, payable by Tennessee 
Natural, is fixed at less than the rate of 52 percent after December 31, 1953, 
Tennessee Natural shall file revised rate schedules within 30 days, which will 
reflect such decrease. In such revised rate schedules, the demand charge of the 
first block shall be reduced by 0.1 cent per Mcf for each 1 percent of reduction 
in the Federal income tax rate below 52 percent. Additionally, Tennessee Nat- 
ural shall make appropriate refunds from revenues collected under the rates 
and charges provided for in this proceeding, or as may become final in any court 
review or otherwise. 

(c) Any increase in the cost of natural gas purchased by Tennessee Natural 
from its supplier, Tennessee Gas Transmission Company (TGT), above the 
rates of $1.80 per Mcf of billing demand per month and a commodity charge of 
15.35 cents per Mcf (at 15.025 psia), which may be made effective by TGT be- 
fore December 31, 1954 for deliveries to Tennessee Natural, may be passed on 
by Tennessee Natural upon the following conditions: 

(i) Tennessee Natural may file revised tariff sheets with the Commission 
reflecting an identical increase in the demand component of its then effective rate 
as that proposed by TGT and/or an identical increase in the commodity com- 
ponent of its then effective rate as that proposed by TGT, together with such other 
revised sheets to Tennessee Natural’s then effective FPC Gas Tariff as would 

necessarily change as a result of an increase in the demand and/or commodity 
charges. 

(ii) The revised tariff sheets of Tennessee Natural will bear the same pro- 
posed effective date as that proposed by TGT. 
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(iii) Requirements of Section 154.63 (b) (iii) of the Commission’s Rules and 
Regulations shall be satisfied by including in the rate increase a filing reference 
to the cost data submitted in this proceeding. 

(iv) The increase in rates as proposed by Tennessee Natural will follow 
the same procedure route as the filing of Tennessee Gas Transmission, TGT; 
that is, suspension dates, bond dates and effective dates. 

(v) The filing by Tennessee Natural will be revised to reflect only the in- 
crease, if any, which may be in order by the Commission in any final order which 
is put into effect by TGT resulting from the proceedings relating to the proposed 
increase which may become final in any court review or otherwise. In this 
event, Tennessee Natural will file revised tariff sheets to reflect the identical 
increase in the demand and commodity components as described in (i) above. 

(d) If as a result of any order entered by the Commission in the matter of 
Tennessee Gas Transmission Company, Docket Nos. G—2052 and G—2252, Ten- 
nessee Natural’s supplier, TGT, shall file revised rate schedules which are made 
effective and result in any reduction on or after March 1, 1954, in the rate of 
$1.80 per each Mef of billing demand per month and the commodity charge of 
15.35 cents per Mcf (at 15.025 psia), Tennessee Natural shall file with the 
Commission, within 30 days, changes in its rate schedule to reduce its rates 
identically to the reduction in the demand and/or commodity components re- 
flected in the rates of TGT, and to be effective on the same date as the revised 
and reduced rates of TGT become effective. If, as the result of any Commis- 
sion order entered in the aforesaid proceeding in Docket Nos. G—2052 and/or 
G-—2252, TGT shall make any refunds to Tennessee Natural, then Tennessee 
Natural shall refund, within 30 days after the receipt thereof, such portion as 
relates to its sales to its jurisdictional customer after March 1, 1954. 

(e) If the rates of TGT are increased solely for the purpose of recouping a 
production or gathering tax which might be enacted by the State of Texas as 
a substitute for the invalidated gathering tax, provided that the increase re- 
quested by TGT does not exceed 0.35 cents per Mcf, and such increase is passed 
on to Tennessee Natural, then Tennessee Natural will be permitted to pass on 
such increase to its jurisdictional customer. If any such tax is invalidated and 
Tennessee Natural, as a result of such invalidation, receives a refund from TGT, 
then Tennessee Natural shall pass on to its, jurisdictional customer within 30 
days such portion of the refund as relates to the sales to the jurisdictional 
customer. 

The Commission orders: 

(A) Tennessee Natural shall, within 30 days after the date of issuance 
of this order, file a revised General Service Rate Schedule G—1, in a form satis- 
factory to the Commission, superseding the aforementioned Third Revised Sheet 
Nos. 4, 6, and 7 to its FPC Gas Tariff, Original Volume No. 1. Such General 
Service Rate Schedule G—1 shall contain a rate consisting of a demand charge 
of $2.16 per Mcf for the first 36,800 Mcef of billing demand per month and $1.80 
per Mcf for all excess Mef of billing demand per month above the first 36,800 
Mcf per month, and a commodity charge of 15.4 cents per Mef of gas delivered. 

(B) Within (10) days of the issuance of the Commission’s order accepting 
for filing the revised General Rate Schedule G—1 described in (A) above, Ten- 
nessee Natural shall submit the details.of its calculations reflecting the refund 
ordered pursuant to finding (2) (a) and copies of a release from Nashville 
Gas.with respect to such refund. 

(C) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against Tennessee Natural. 
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Order No. 171 


Amending uniform system of accounts for natural gas companies and of annual 
report form No. 2, to provide for accounting and reporting of Federal income 
taves resulting from accelerated amortization 


Amendment to Uniform System of Accounts for Natural Gas Companies and of 
Annual Report Form No. 2, to Provide for Accounting and Reporting of 
Provision for Federal Income Taxes Resulting from Accelerated. Amortization 


Docket No. R-126 
April 21, 1954* 


The Commission under date of June 16, 1953, gave notice of its intention to 
amend the Uniform Systems of Accounts Prescribed for Public Utilities and 
Licensees and Natural Gas Companies and of Annual Reports, Forms Nos. 1 and 2 
to Provide for Accounting and Reporting of Provisions for Federal Income Taxes 
Resulting from Accelerated Amortization. 

General public notice of the proposed rule making was given by publication of 
notice in the Federal Register on June 27, 1953 (18 F. R. 8698), and oral argument 
was heard on the proposed amendments on October 16, 1953. 

The Commission finds: 

(1) It is necessary and appropriate for the purposes of the administration of 
the Natural Gas Act that the Uniform System of Accounts for Natural Gas 
Companies and Annual Report, Form No. 2, be amended as hereinafter provided 
so as to provide for accounting and reporting of Federal income taxes resulting 
from accelerated amortization. 

(2) Good cause exists that these amendments should become effective January 
1, 1954. 

(3) Good cause exists to reserve for future disposition the amending of Uniform 
System of Accounts Prescribed for Public Utilities and Licensees and Annual 
Report, Form No. 1, to provide for accounting and reporting of provision for 
Federal income taxes resulting from accelerated amortization 

The Commission, acting pursuant to the authority granted by the Natural Gas 
Act, particularly Sections 8, 10, and 16 thereof (52 Stat. 821, 825, 826, and 830; 
15 U.S. C. 717g, 717i, and 7170), orders: 

(A) Part 201—Uniform System of Accounts for Natural Gas Companies, Sub- 
chapter F—Accounts, Natural Gas Act, Chapter I, Title 18, Code of Federal 
Regulations, be and the same is hereby amended to prescribe therein the changes 
set forth in the accompanying Attachment No. 1 which states the details of the 
amendments hereby adopted. 

(B) Part 260—Statements and Reports, Subchapter G, Natural Gas Act, 
Chapter I, Title 18, Code of Federal Regulations, be and the same is hereby 
amended to prescribe therein the changes set forth in the accompanying Attach- 
ment No. 2 which states the details of the amendments hereby adopted. 

(C) The amending of the Uniform System of Accounts Prescribed for Public 
Utilities and Licensees and Annual Report, Form No. 1, to provide for accounting 
and reporting of Federal income taxes resulting from accelerated amortization 
be and the same is hereby reserved for future disposition. 

(D) The amendments to Parts 201 and 260 of Chapter I, Title 18, Code of 
Federal Regulations herein prescribed, shall become effective on January 1, 1954. 

Commissioner Draper dissenting. 


*Order No. 171—A issued May 17, 1954, infra, p. 1051. 
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DETAILS OF AMENDMENTS TO 18 CFR, PART 201 


Only the additions to or changes in the text of the Uniform System of Ac- 
counts for Natural Gas Companies are set forth herein. The first change, as 
may be noted, is adding two new accounts, namely, Account 507-A—Provision 
for Deferred Income Taxes—and Account 507-B—Credits to Operations Arising 
from Federal Income Taxes Deferred in Prior Years—Cr., after Account 507, 
Taxes, at page 88 of the present pamphlet publication of the System of Ac- 
counts, The second change is adding a new account, Account 259—Reserve for 
Deferred Federal Income Taxes, after Account 258, Other Reserves, at page 37 
of the present pamphlet publication of the System of Accounts. In the Code 
of Federal Regulations the new Accounts 507—-A, 507—-B and 259 will become 
Sections 201.507—A, 201.507-B, and 201.259, respectively, of Part 201 of Title 18 
of the Code. 

INCOME ACCOUNTS 
See I. UTILITY INCOME 

No. 

507-A Provisions for Deferred Federal Income Tages 


This account shall be debited monthly and Account 259, Reserve for De- 
ferred Federal Income Taxes, shall be credited with an amount equal to any 
reduction of Federal income taxes payable by the utility resulting from using 
accelerated amortization of the cost of any of the utility’s facilities rather than 
depreciation expense normally used in computing taxable net income. 


507-B Credits to Operations Arising from Federal Income Tazes Deferred 


in Prior Years—Cr. 

A. Upon expiration of the amortization period during which provisions have 
been made for deferred Federal income taxes (See Account 507—A), this ac- 
count shall include credit amounts equal to the additional Federal income taxes 
payable by the utility due to exclusion from the computation of depreciation for 
Federal income tax purposes of costs previously amortized. 

B. This account shall be credited monthly and Account 259, Reserve for De- 
ferred Federal Income Taxes, shall be debited, after the expiration of the 
amortization period for any facility, until the applicable amount in Account 259 
is exhausted or the facility is retired from service; provided, however, that 
such monthly amount shall be sufficient to amortize the balance in Account 259 
applicable to any facility over its estimated remaining service life. 


BALANCE SHEET ACCOUNTS 
see XI. RESERVES 

No. 

259 Reserve for Deferred Federal Income Tazes 

A. This account shall be concurrently credited with amounts charged to Ac- 
count 507-A, Provision for Deferred Federal Income Taxes, and concurrently 
debited with amounts credited to Account 507-B, Credits to Operations Arising 
from Federal Income Taxes Deferred in Prior Years—Cr. 

B. This account shall be credited monthly and Account 507—A, Provision for 
Deferred Federal Income Taxes, shall be debited with an amount equal to any 
reduction of Federal income taxes payable by the utility resulting from using 
accelerated amortization of the cost of any of the utility’s facilities rather than 
depreciation expense normally used in computing taxable net income. 

C. This account shall be debited monthly and Account 507-—B, Credits to Op- 
erations Arising from Federal Income Taxes Deferred in Prior Years—Cr., 
shall be credited upon the expiration of the amortization period for any facility 
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with amounts equal to the additional Federal income taxes payable by the 
utility due to exclusion from the computation of depreciation for Federal in- 
come tax purposes, of the costs previously amortized until the applicable amount 
in this account is exhausted or the facility is retired from service; provided, 
however, that such monthly amounts shall be sufficient to amortize the balance 
in this account applicable to any facility over its estimated remaining service 
life. 

D. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the reserve or any portion thereof to surplus, nor 
make any use thereof, except as provided in the text of this account, without the 
prior approval of the Commission. 

E. Any applicable balance remaining in this account after the retirement of 
all property constructed or acquired under a particular certificate authorizing 
accelerated amortization shall be disposed of as authorized or directed by the 
Commission. 


DETAILS OF AMENDMENTS TO 18 CFR, PART 260.1 


In connection with the amendments to the Uniform System of Accounts set 
forth in Attachment No. 1 hereto, Form No. 2 is amended as set forth herein. 









STATEMENT C, page 18: 
STATEMENT OF INCOME FOR THE YEAR 


OPERATING INCOME 








Line No. Account 
12 507.A Provision for Deferred Federal Income Taxes 
13 507-B Credits to Operations Arising from Federal Income Taxes De- 
ferred in Prior Years—Cr. 
Change present line Nos. 42 to 45, inclusive, to 43 to 46, inclusive. 










STATEMENT A, page 13: 


COMPARATIVE BALANCE SHEET 


Liabilities and Other Credits Reserves 



















42 259 Reserve for Deferred Federal Income Tazes 
Change present line Nos. 42 to 45, inclusive, to 43 to 46, inclusive. 


Order authorizing issuance of promissory notes 
Montana-Dakota Utilities Co. 
Docket No. E-6551 
April 21, 1954 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware, qualified to do business as a foreign corporation in the 
States of Minnesota, Montana, North Dakota, South Dakota,-and Wyoming, 
with its principal business office in Minneapolis, Minnesota, filed an application 
on March 24, 1954, as amended March 29, 1954, requesting authorization, pur- 
suant to Section 204 of the Federal Power Act, for the issuance of $10,000,000, 
principal amount, of short term promissory notes. 
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Applicant proposes to issue to the National City Bank of New York (1) an 
aggregate of $6,000,000, principal amount, of promissory notes on June 1, 1954, to 
become due June 1, 1955, and bearing interest at the prime commercial rate in 
effect on the date of issue and (2) at various times, an aggregate of $4,000,000, 
principal amount, of promissory notes on or after June 1, 1954 and on or before 
August 31, 1954, to become due June 1, 1955, and bearing interest at the prime 
commercial rate current when executed. 

The Northwestern National Bank of Minneapolis and the First National Bank 
of Minneapolis will have participations of 25 percent and 15 percent, respec- 
tively, in each note through agreements with The National City Bank. 

The Applicant states that no placement fee or discount expense will be in- 
curred in connection with the proposed issuance. 

The application states that the proceeds from the proposed issuance will be 
used, in part, to (1) refund all of the Applicant’s presently outstanding short 
term promissory notes totaling $6,000,000 in principal amount and falling due 
June 1, 1954, and (2) provide along with approximately $6,500,000 to be derived 
from the sale of certain gas properties and $2,400,000 to be available from op- 
erations, the funds needed to carry out its 1954 construction program estimated 
to cost $11,400,000. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the Public 
Utilities Commission of South Dakota, the Board of Railroad Commissioners of 
Montana, the Railroad and Warehouse Commission of Minnesota and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on March 31, 1954 (19 F. R. 1779) stating that any per- 
son desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 14, 1954. No protest or pe- 
tition or request to be heard in opposition to the granting of such application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order issued December 4, 
1953, In the Matter of Montana-Dakota Utilities Co., Docket No. E-—6532. 

(2) The proposed issuance and sale of promissory notes described above will 
constitute an issuance of securities within the purview of Section 204 of the 
Act. 

(3) The proposed issuance of promissory notes described above, will be in ex- 
cess of 5 percent of the par value of the other securities of Applicant and there- 
fore will not be exempt by virtue of Section 204 (e) from the requirements of 
Section 204 (a). 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance is, therefore, not 
exempt by virtue of that Section from the requirements of Section 204 of the 
Act. 

(5) The proposed issuance and sale of promissory notes as hereinafter au- 
thorized will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with tthe proper performance of service by Applicant as a public utility and 
which will not impair its ability to perform that service, and is reasonably ap- 
propriate for such purposes. 

(6) The period of public notice given in this matter is reasonable. 
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The Commission orders: 

(A) The proposed issuance and sale of short term promissory notes, in the 
aggregate principal amount of $10,000,000, upon the terms and conditions and for 
the purposes specified in the application, be and the same hereby are authorized 
subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before August 31, 1954. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect to any securities to which this 
order relates. 


Order amending order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G—2063 
April 22, 1954 


On March 22, 1954, Northern Natural Gas Company (Northern) filed a petition 
to amend the certificate of public convenience and necessity granted it under order 
issued March 11, 1954, accompanying Opinion No. 268, 13 F. P. C. 32, to permit the 
construction and operation of three 2,000 H. P. vertical compressor units in lieu 
of three 1,600 H. P. horizontal gas-driven units authorized to be installed and 
operated by said order, two to be installed at Northern’s Palmyra, Nebraska, 
Compressor Station, and one at its Mullinville, Kansas, Compressor Station. 

In support of such petition, Northern asserts that the vertical units will cost 
some $25,000 less to purchase and install, that lower operating costs will be 
incurred, that additional horsepower will be attached to Northern’s system, 
resulting in a decrease in the average cost per unit of horsepower installed, and 
that vertical type units may be more readily obtained from manufacturers. No 
protest to the granting of such petition has been received. 

On March 29, 1954, counsel for Northern submitted a letter requesting clarifica- 
tion of the Commission’s order accompanying Opinion No. 268. Such order did 
not expressly authorize construction and operation of certain branch-line loops 
for which Northern requested certificate authorization in its application in Docket 
No. G—2063. Such branch-line loops were not among those authorized to be 
constructed and operated by earlier Commission orders issued October 19, 1953 
and December 24, 1953 in Docket No. G-2063. As appears from the record in this 
proceeding and from Opinion No. 268, such branch-line facilities are required to 
enable the delivery by Northern of the second-year volumes of gas to its existing 
customers authorized by the order of March 11, 1954. 

The Commission finds: 

It is in the public interest, and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act, to amend the order of the Commission accom- 
panying Opinion No. 268, issued March 11, 1954, as hereinafter ordered. 
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The Commission orders: 

The order issued March 11, 1954 in the above-entitled proceeding be and the 
same is hereby amended to authorize (1) construction and operation of the 
compressor units now proposed in lieu of those previously authorized, all as 
hereinbefore described; and (2) construction and operation of all branch-line 
loops described in Northern’s application in Docket No. G—2063 not heretofore 
authorized to be constructed and operated pursuant to the order issued October 
19 and December 24, 1953. 


Findings and order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-2350 
April 22, 1954 


Southern Natural Gas Company (Applicant), a Delaware corporation having 
its principal place of business at Birmingham, Alabama, on January 13, 1954, 
filed an application for a certificate of public convenience and necessity authoriz- 
ing the construction and operation of a line tap, a meter, and 9 miles of 44%4-inch 
transmission pipeline extending from the present terminus of Applicant’s main 
16-inch South Line near Aiken, South Carolina, for the sale and delivery of 
natural gas on an interruptible basis to plants of (1) National Kaolin Products 
Company, (2) the Southeastern Clay Company, and (3) the United Clay Mine 
Corporation. 

The facilities herein considered will permit Applicant to deliver natural gas 
to the named new main line industrial customers of 558.4 Mcf to National Kaolin, 
437 Mcf to Southeastern Clay, and 161.8 to United Clay Mines. The estimated 
cost of the proposed facilities is $171,450, which is to be financed from corporate 
funds on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 19, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its 
principal place of business at Birmingham, Alabama, owns and operates a nat- 
ural-gas transmission pipeline system located in the States of Texas, Louisiana, 
Mississippi, Alabama, and Georgia, and by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission in its order of October 6, 1942, 
in Docket No. G-296, 3 F. P. C. 822. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Nat- 
ural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 
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(4) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.82 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the construction of facilities authorized by this order shall be completed 
and such facilities placed in actual operation on or before September 1, 1954. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
only for the transportation of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation on or before September 1, 1954. 


Findings and order issuing certificate of public convenience and necessity 
Iroquois Gas Corp. 


Docket No. G—2369 





April 22, 1954 





Iroquois’: Gas Corporation (Applicant), a New York corporation, having its 
principal place of business in Buffalo, New York, filed an application on February 
12, 1954, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of 24.5 miles 
of 20-inch transmission pipeline from Applicant’s Porterville Station in the Town 
of Elma, Erie County, New York, to its Vicksburg Station in the Town of Tona- 
wanda, Drie County, New York. 

The natural gas transmission pipeline facilities proposed to be constructed and 
operated by Applicant will receive gas from existing storage and producing fields, 
and will connect with an existing line from its proposed Colden Storage Area 
(Docket No. G—2310), which line also connects with the system of Tennessee Gas 
Transmission Company at Wales, New York. Applicant estimates the proposed 
facilities will carry approximately 40,000 Mcf daily, and will have a maximum 
day capacity of 60,000 Mcf. The record indicates expanding market requirements 
in Applicant’s northern franchise areas, namely, the towns of Lancaster, Amherst, 
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and Chektowaga, and a portion of the City of Buffaio and the Niagara District 
served by Republic Light, Heat and Power Company, an affiliate, make the pro- 
posed facilities necessary. 

The estimated capital cost of the proposed facilities is $1,540,000, and will be 
defrayed from funds to be realized from the issuance of common stock to the 
National Fuel Gas Company, the parent company of Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 19, 1954, respecting the matters involved and the issues presented by the 


application filed in this proceeding. No protest to the application has been 
received. 


The Commission finds: 


(1) Applicant, a New York corporation, having its principal place of business 
at Buffalo, New York, owns and operates, among other facilities, a natural-gas 
transmission pipeline system, located in the State of New York and extending 
from three points on the New York-Pennsylvania State line near Limestone, 
New York, to points in the western part of that State, which transports natural 
gas produced outside of New York, and by such operation Applicant is engaged 
in the transportation of natural gas in interstate commerce subject to the juris- 
diction of the Commission, and is, therefore, a “natural-gas company” within the 
meaning of the Natural Gas Act as heretofore found by the Commission by its 
order issued May 19, 1950, in Docket No. G—1334. 

(2) The facilities hereinbefore described are to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of Applicant’s existing natural-gas pipeline system, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the facilities proposed by Applicant, as 
set forth in the application herein, as amended, are required by the public 
convenience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certif- 
icate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the construction of facilities authorized by this order shall be completed 
and such facilities placed in actual operation on or before January 1, 1955. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Iroquois Gas Corporation to construct and operate 
the facilities hereinbefore described, and render the service proposed initially 
under Applicant’s Rate Schedule G-1, all as more fully described in the appli- 
cation in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation on or before January 1, 1955. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2370 
April 22, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal office in El Paso, Texas, on February 16, 1954, filed application with 
the Federal Power Commission for a certificate of public convenience and neces- 
sity pursuant to Section 7 of the Natural Gas Act authorizing the construction 
and operation of a 314-inch pipeline approximately 8 miles in length, from a 
point of connection with Applicant’s 30-inch pipeline in Cochise County, Arizona, 
to a point near the Town of Bowie, Arizona, together with metering and regu- 
lating equipment, for the transportation and sale of natural gas subject to the 
jurisdiction of the Commission, as described in the application on file with the 
Commission, and open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to the Arizona Public Service Company for resale in the area of Bowie for 
domestic use and to provide energy for irrigation pumps, An existing 2-inch 
line owned and operated by Arizona Public Service Company and extending from 
Applicant’s existing facilities to the Town of Bowie does not have sufficient 
capacity to meet the requirements of the area. 

The estimated cost of the proposed facilities is $75,855 and their financing 
is to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 15, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a “natu- 
ral-gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its January 1, 1944 order in Docket No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation and sale for resale of natural gas as there- 
in set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-1 and B-1 as 
proposed, or any effective superseding Rate Schedule, and shall make such re- 
funds as may be required by the Commission in Docket No. G—2018. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2372 
April 22, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on February 17, 1954, filed application with 
the Federal Power Commission for a certificate of public convenience and neces- 
sity pursuant to Section 7 of the Natural Gas Act authorizing the construction 
and operation of an 85-inch pipeline approximately 8.2 miles in length, from the 
outlet side of the Denton Gasoline Plant in Lea County, New Mexico, to a point 
of connection with Applicant’s existing 30-inch Permian-San Juan crossover line 
at approximately mile post 23.6, together with necessary metering facilities, for 
the transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission, as described in the application on file with the Commission, and open to 
public inspection. 
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The proposed facilities will enable Applicant to make residue gas from the 
Denton Gasoline Plant available to markets and resale customers served by Ap- 
plicant’s transmission line system. Applicant was granted temporary authority 
on March 12, 1954, for the construction and operation of the proposed facilities 
pending the determination of the application herein for a certificate. 

The estimated cost of the proposed facilities is $175,654 and their financing is 
to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 15, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natu- 
ral gas for resale for ultimate public consumption, and therefore is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its January 1, 1944 order in Docket No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El] Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Proce- 
dure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 
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Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2380 


April 22, 1954 





Bl Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on March 1, 1954, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act authorizing the construction and 
operation of a 4%4-inch pipeline approximately 7 miles in length, from a point of 
connection with Applicant’s 16-inch line in Hudspeth County, Texas, to a point 
near Dell City, Texas, together with metering and regulating equipment, for the 
transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission, as described in the application on file with the Commission, and open to 
public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas to 
Newell R. Hayes, doing business as Dell City Gas Company, for resale in the 
area of Dell City for domestic use and to provide energy for irrigation pumps. 
The estimated annual and peak-day deliveries in the third year is 918,860 Mcf 
and 4,375 Mcf, respectively. 

The estimated cost of the proposed facilities is $92,444 and their financing is 
to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 16, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of nat- 
ural gas for resale for ultimate public consumption, and therefore is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed te be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4} The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
Procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 


tie 


980 FEDERAL POWER COMMISSION 


the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale for resale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), amd (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-3 and B-2 as 
proposed, or any effective superseding Rate Schedule, and shall make such re- 
funds as may be required by the Commission in Docket No. G—2018. 


Order issuing preliminary permit 
The Montana Power Co. 
Project No. 2135 


April 27, 1954 


Application was filed May 22, 1953, by The Montana Power Company, of Butte, 
Montana, for a preliminary permit under the Federal Power Act (hereinafter 
referred to as the Act) for proposed Project No. 2135, to be located on Flathead 
River, navigable waters of the United States, in Lake County, Montana, and 
affecting lands within the Flathead Indian Reservation. 

As described in the application, the proposed project will consist of a concrete 
dam located at the so-called Buffalo Rapids site on Flathead River about 4 
miles downstream from the powerhouse of the applicant’s Kerr Development, 
Project No. 5; a reservoir with normal water surface at elevation 2,705 feet; 
a powerhouse with an installed capacity of about 80,000 horsepower and provi- 
sion for additional capacity as warranted by future upstream reservoir develop- 
ment; and a 100-kv transmission line to be connected to the applicant’s 
transmission system. 

The applicant proposes to distribute the power generated through its system 
for public-utility purposes. 

The Buffalo Rapids dam site is located in the upper part of the reservoir of 
and would be submerged by the proposed Paradise project which is one of the 
potential power and storage projects described in the Corps of Engineers review 
report on the Columbia River and tributaries published as House Document 
No. 531, 8ist Congress, 2d Session. The Paradise dam would be located on the 
Clark Fork River about four miles downstream from its confluence with Flat- 
head River and would create a reservoir which would have a normal water 
surface at elevation 2,700 feet extending almost to the applicant’s existing 
Kerr project. 

According to the review report, there was opposition to the Paradise project 
by local interests and the Flathead Indian Tribe and, due to such opposition, 
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the Corps of Engineers suggested the Paradise project as an alternative to other 
projects recommended in the main control plan. The project is neither author- 
ized nor has it been recommended for authorization. It was not included in the 
Bonneville Power Administration 1953 Advance Program. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Federal Power Act—and does 
not prohibit construction of the Paradise or any other project by the United 
States in the watershed involved. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that the potential Paradise project would submerge applicant’s proposed 
project and stated that since the proposed project would be located in the pool 
of a possible United States development, it appears that applicant's attention 
should be invited to the possibility that a future license may require that the 
project be designed to minimize damages due to backwater from a possible future 
Federal project located downstream therefrom. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported that the Department has no objection to issuance of a preliminary 
permit, subject to the imposition of certain conditions requiring cooperation in 
planning for the preservation of fish and wildlife resources and the furnishing 
of information to the Tribal Council of the Confederated Salish and Kootenai 
Tribes of the Flathead Reservation. However, the Assistant Secretary stated 
that if the advantage of the high Paradise dam and its probable construction is 
clearly illustrated by further investigations, the Department would, in all prob- 
ability, object to the granting of a license for proposed Project No. 2135. 

The Department of Fish and Game of the State of Montana has reported that 
it has no objections to the permit. However, it asks that prior to construction 
that investigations be made as to what effect the impoundment and construction 
will have on the fish and wildlife in the area and if adverse effects are found, 
that restitution or adjustments be made in consideration of the losses involved. 

The Southwest Washington Public Utility Commissioners Association, of 
Seattle, Washington, protested the granting of the permit because of its conflict 
with Paradise Dam. 

Missoula Electric Cooperative, Inc., of Missoula, Montana, protested the grant- 
ing of the permit until such time as it has been proved that construction of the 
proposed project would not interfere with the future of the proposed Paradise 
project. 

The petition for leave to intervene in the matter which was filed by Northwest 
Public Power Association, Inc., of Vancouver, Washington, and to which an 


answer was filed by the applicant, is being dismissed by the Commission by 
separate order. 


The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
New Jersey. 

(2) Public notice of the application has been given as required by the Federal 
Power / ct. No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is ap- 
parent st this time for its development by the United States. 

(4) The project as proposed would conflict with the Paradise project pro- 
posed in House Document No. 531, 81st Congress, 2d Session, but it is in the 
public interest to allow the applicant to obtain additional engineering and 
economic data which may be useful in further consideration of a plan of develop- 
ment for the Columbia River and Clark Fork basins. 





















982 FEDERAL POWER COMMISSION 






The Commission orders: 
(A) This preliminary permit is issued to The Montana Power Company 
(hereinafter referred to as the Permittee) for a period of one year, effective as 
of April 1, 1954, for the sole purpose of maintaining priority of application for a 
license for Project No. 2185 to be located upon navigable waters of the United 
States and affecting lands within the Flathead Indian Reservation, subject to 
the terms and conditions of the Act which is hereby incorporated by reference 
as a part of this permit, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. ©. 1303 entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each three-month period 
from the effective date of the permit to the Commission’s Regional Engineer 
in San Francisco, California, accurate statements of the work accomplished 
during the period and of the work contemplated under the preliminary permit 
for the ensuing period. 

Article 10. Project planning shall be carried on by the Permittee in coopera- 
tion with the Department of Fish and Game of the State of Montana and the 
United States Fish and Wildlife Service in order that due consideration may be 
given to the interests of these agencies in the preservation of fish and wildlife 
resources. 

Article 11. The Permittee shall furnish copies of all information, including 
plans and reports, which it may secure during the investigation of the Buffalo 
Rapids site to the Tribal Council of the Confederated Salish and Kootenai 
Tribes of the Flathead Reservation. 

Article 12. The issuance of this preliminary permit shall not be construed 
as any assurance whatsoever that a license may be issued later for a project 
at the so-called Buffalo Rapids site or at any other site on the Flathead River. 

(C) The order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order authorizing issuance of securities 
The Montana Power Co. 
Docket No. E-6557 
April 27, 1954* 


The Montana Power Company (Applicant), incorporated under the laws of 
the State of New Jersey, qualified to do business as a foreign corporation in the 
States of Montana, Idaho, and Wyoming, with its principal place of business 
at Butte, Montana, by application filed March 31, 1954, and amendments thereto 
filed April 19 and 23, 1954, requested authorizacrion, pursuant to the provisions 


*Supplemental orders issued May 5, 1954, and May 13, 1954, infra, p. 1022, 1038. 
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of Section 204 of the Federal Power Act, for the issuance of $6,000,000, principal 
amount, of first mortgage bonds, series due 1984; 60,000 shares of no par value 
cumulative preferred stock ; $18,000,000, principal amount, of sinking fund deben- 
tures, due 1979. 

Applicant proposes to issue the $6,000,000, principal amount, of first mortgage 
bonds under its Mortgage and Deed of Trust, dated as of October 1, 1945, to 
Guaranty Trust Company of New York and Arthur E. Burke, as Trustees, as 
supplemented by a First Supplemental Indenture to be dated as of May 1, 1954. 

Applicant proposes to issue the $18,000,000, principal amount, of sinking fund 
debentures under a Debenture Agreement, dated as of May 1, 1954, between the 
Applicant and City Bank Farmers Trust Company, as Trustee. 

The application states that on or about April 27, 1954, Applicant proposes to 
invite bids for the purchase of the proposed issuance of $6,000,000, principal 
amount, of first mortgage bonds, 60,000 shares of preferred stock and $18,000,- 
000, principal amount, of sinking fund debentures by newspaper publication 
and through distribution of forms of bid together with a statement of terms 
and conditions relating to the bids. 

The application shows that bids for each of the aforementioned proposed 
issuances will be submitted in writing and separate from any bid that may be 
tendered for any other of the proposed issuances. In addition, each bid must 
be for the purchase of the entire issuance for which tendered. 

Bach bond bid shall specify (1) the coupon rate of the bonds which shall be a 
multiple of 4 of 1%, (2) the price (exclusive of accrued interest) to be paid to 
the Applicant for the proposed issuance of first mortgage bonds, which shall not 
be less than 100% nor more than 102%% of the principal amount thereof, and 
(3) that the accrued interest on said bonds from May 1, 1954, to the date of 
payment therefor and delivery thereof will be paid to the Applicant by the pur- 
chaser. In addition, every bond bid must be accompanied by a certified or bank 
cashier’s check or checks in the aggregate amount of $300,000. 

Bach preferred bid shall specify (1) the dividend rate of the shares which 
shall be a multiple of 4¢, (2) the price (exclusive of accrued dividends) to be 
paid to the Applicant for the proposed issuance of preferred stock, which shall 
not be less than $100 nor more than $102.75 per share and (3) that the accrued 
dividends on said stock from May 1, 1954, to the date of payment therefor and 
delivery thereof will be paid to the Applicant by the purchaser. In addition, 
every preferred bid must be accompanied by a certified or bank cashier’s check or 
checks in the aggregate amount of $300,000. 

Hach debenture bid shall specify (1) the coupon rate of the debentures which 
shall be a multiple of 14 of 1%, (2) the price (exclusive of accrued interest) to 
be paid to the Applicant for the proposed issuance of debentures, which shall not 
be less than 100% nor more than 102%,% of the principal amount thereof, and 
(3) that the accrued interest on said debentures from May 1, 1954, to the date 
of payment therefor and delivery thereof will be paid to the Applicant by the 
purchaser. In addition, every debenture bid must be accompanied by a certified 
or bank cashier’s check or checks in the aggregate amount of $900,000. 

Every bond bid and preferred stock bid must be presented to the Applicant 
before 11 a. m., New York time, May 4, 1954, and every debenture bid must be 
presented to the Applicant before 11 a. m., New York time, May 12, 1954, unless 
postponed. With respect to each of the aforementioned proposed issuances, un- 
less the Applicant shall reject all bids for that particular issuance (which it 
reserves the privilege so to do), or exclude a bid or bids for the reasons specified 
in the statement of terms, it will accept the bond, preferred and debenture bids 
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which provide the lowest cost of money to it for the proposed issuance of first 
mortgage bonds, preferred stock and sinking fund debentures. 

The application states that the total proceeds to be obtained from the proposed 
issuance of first mortgage bonds, preferred stock and sinking fund debentures, 
estimated to approximate $30,000,000, will be used, in part, to redeem $18,000,000, 
principal amount, of Applicant’s outstanding 454% sinking fund debentures, due 
1978, at a call price of 104.72% of the principal amount, and the balance of the 
proceeds will be applied to the Applicant’s 1954 construction program. The 
amount of the call premium on the presently outstanding sinking fund deben- 
tures will be charged to Applicant’s earned surplus. 

Written notice of the application has been given to the Public Utilities Com- 
mission of Idaho, the Board of Railroad Commissioners of Montana and the 
Public Service Commission of Wyoming and to the Governors of each of those 
States. Notice of the application also has been given by publication in the 
Federal Register April 8, 1954 (19 F. R. 2039, 2040), stating that any person de- 
siring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before April 22, 1954. No protest or peti- 
tion or request to be heard in opposition to the granting of said application has 
been received. 

By order entered April 14, 1954, the Idaho Public Utilities Commission author- 
ized the issuance and sale by the Applicant, through competitive bidding of 
$6,000,000, principal amount, of first mortgage bonds, series due 1984, 60,000 
shares of no par value cumulative preferred stock, and $18,000,000, principal 
amount, of sinking fund debentures, due 1979. 

The Commissions finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission's order issued November 21, 
1950, In the Matter of The Montana Power Company, Docket No. E-6327. 

(2) The proposed issuance and sale of $6,000,000, principal amount, of first 
mortgage bonds, series due 1984, 60,000 shares of no par cumulative preferred 
stock, and $18,000,000, principal amount, of sinking fund debentures, due 1979, 
will constitute issuances of securities within the purview of Section 204 of the 
Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuances 
of securities are, therefore, not exempt by virtue of that section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of first mort- 
gage bonds, preferred stock and sinking fund debentures, as hereinafter author- 
ized, will be for a lawful object within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility and 
which will not impair its ability to perform that service and is reasonably 
appropriate for such purposes. 

(5) The period of public notice given in this proceeding is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, preferred stock 
and sinking fund debentures, described above, upon the terms and conditions, 
and for the purposes specified in the application, be and the same are hereby 
authorized, subject to the provisions of this order. 
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(B) The proposed issuance and sale of first mortgage bonds, preferred stock 
and sinking fund debentures at competitive bidding shal! not be consummated 
until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (3) of the Commission's Rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the first mortgage bonds and the interest rate thereof. 

(iii) The Commission shall have approved the price per share of preferred 
stock to be received by the Applicant and the dividend rate to be paid. 

(iv) The Commission shall have approved the price to be received by Appli- 
eant for the sinking fund debentures and the interest rate thereof. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determination of cost, or any other matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this. Commis- 

sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Doty not participating. 


Order dismissing petition to intervene 
The Montana Power Co. 
Project No. 2135 
April 27, 1954 


On September 16, 1953, a petition was filed by Northwest Public Power Asso- 
ciation, Inc., 1311 Columbia Street, Vancouver, Washington, for leave to inter- 
vene in the above-entitled matter on the application of The Montana Power Com- 
pany for a preliminary permit under the Federal Power Act for a proposed 
hydroelectric development (Project No. 2135) to be located on Flathead River, 
navigable waters of the United States, in Lake County, Montana, and affecting 
lands within the Flathead Indian Reservation. 

The petition was not filed within the time prescribed by the Commission’s 
Rules of Practice and Procedure, but was accepted for filing subject to the order 
of the Commission. 

The petition states that Northwest Public Power Association is a non-profit, 
non-partisan corporation organized under the laws of the State of Washington; 
that it is a service organization owned and operated by 93 public and coopera- 
tive electric systems, including rural electric cooperatives, peoples’ utility dis- 
tricts, public utility districts, mutual electric cooperatives and municipal electric 
distribution systems in Alaska, Idaho, Oregon, Washington and Montana; and 
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that the systems have a public utility responsibility of providing electric service 
to almost 2,000,000 people or about 39% of the population of the Pacific North- 
west. 

Petitioner states, among other things, that it is of the opinion and belief that 
construction of the proposed project by preventing the development or full develop- 
ment of the Paradise dam site—included in the Corps of Engineers’ plan of com- 
prehensive development of the Columbia River and contained in House Docu- 
ment No. 531, 81st Congress, 2d Session—would result in permanent loss of an 
appreciable portion of the more economical potential water power resources of 
the Columbia River basin and would thereby ultimately cause higher wholesale 
power rates to be imposed upon the public and cooperative electric systems for 
the utilization of higher cost substitute power sources. 

The permit, if issued, could not authorize construction of the project. The 
permit would be for the sole purpose of maintaining priority of application for 
a license under the terms of the Federal Power Act for the proposed project. 

The Commission finds: 

The questions raised by petitioner are not in issue upon an application for 
preliminary permit and good cause has not been shown to permit intervention 
by this petitioner. 

The Commission orders: 

The aforesaid petition to intervene filed by Northwest Public Power Associa- 
tion, Inc., is hereby dismissed without prejudice to the petitioner’s right to file 
a new petition in the event an application for license for the project is filed in 
the future. 


Order No. 172 
Amending the Commission’s General Rules and Regulations 


Amendment to Part 11 of Subchapter B of the Rules Relating to Annual Charges 
Prescribed for Licensees under the Provisions of the Federal Power Act 


Docket No. R-129 


April 28, 1954* 


This rule-making proceeding relates to a proposed amendment to Part 11, en. 
titled “Annual Charges”, of Subchapter B of the rules by the addition of § 11.28 
thereunder to grant certain licensees a 30 percent reduction in annual adminis- 
trative charges for project licenses issued under Part I of the Federal Power Act 
to States and municipalities. The amendment is intended to pass on savings to 
be realized by the Commission by its being relieved of the administration of ac- 
counting regulation of State and municipal licensees, as provided in Public Law 
278, 83d Congress (67 Stat. 587). 

xeneral public notice of this proposed rule-making was given by publication in 
the Federal Register on December 4, 1953 (18 F. R. 7826). 

In response to such notice, protests, suggestions, and requests for oral argu- 
ment were submitted by interested persons respecting the proposed amendment. 
We heard oral argument thereon on March 30, 1954 pursuant to our order issued 
February 12, 1954. 

The protestants took the position that the Commission is required by Public 
Law 278 to base annual administrative charges to State and municipal licensees 
on actual cost of services incurred with respect to their projects, and questioned 
the 30 percent reduction provided in the proposed amendment as not being com- 


*Rescinded by Order No. 205 issued June 6, 1958, 19 F. P. C. 907. 
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mensurate with the actual savings to the Commission, and also as not satis- 
fying the requirements of section 3 of Public Law 278. 

In support of their position, the protestants referred to S. 2094 the original 
bill, the legislative history of the act and to a number of court decisions relating 
to statutes in the nature of Public Law 278. 

During oral argument the protestants to the proposed rule-making amend- 
ment quoted several remarks by the author’ of the House bill, originally identi- 
cal with S. 2094, in an effort to show that it was the intent of Congress that the 
Commission must establish a new actual-cost-of-services method of determining 
annual administrative charges against States and municipalities. 

The protestants contended also that the Courts have construed statutes in the 
nature of Public Law 278 as being mandatory rather than discretionary, citing 
cases holding that statutes, which authorize a public body or officer to act for 
the benefit of others, are construed as mandatory even where permissive lan- 
guage is used. Thus, protestants say that Public Law 278, stating as it does 
that it is “an Act to Facilitate the Development and Construction of Water Con- 
servation Facilities by States and Municipalities * * *” is an act for the bene- 
fit of States and municipalities, and, therefore, although the permissive word 
“may” is used, nevertheless it should be construed as being mandatory on the 
Commission to determine annual administrative charges on an actual-cost-of 
service basis. 

The staff of the Commission took the position that section 3 of Public Law 278 
is discretionary and that it does not require the setting forth of a new account- 
ing system governing these licensees; but rather, that it permits an amendment 
such as that proposed to pass on to them the estimated savings to the Commission, 
resulting from their exemption from the accounting requirements of the Federal 
Power Act. 

We observe that S. 2094, the original bill before the House and Senate Com- 
mittees, would have exempted State and municipal licensees from the payment 
of any administrative charges. However, after receiving adverse reports on that 
feature from this Commission, the Bureau of the Budget and the Department of 
the Interior, the Senate committee amended the bill so as to eliminate therefrom 
the total exemption provision, and referred the amended bill to the House where 
the present language respecting charges was inserted. The Senate approved the 
language of the House amendment. 

We note further that the members of Congress concerned in the proposed leg- 
islation heard from many well-known representatives of the States and munici- 
palities interested, all of whom unqualifiedly endorsed S. 2094, which at that 
time would have totally exempted States and municipalities from the payment of 
any annual administrative charges. Notwithstanding such endorsements, the 
permissive word “may” was adopted by the Congress which had before it reports 
from this Commission, the Department of the Interior, and the Bureau of the 
Budget, all of which favored all provisions of the bill, except the provision to 
eliminate payment of administrative charges. 

It appears to us that the language used in Public Law 278 is clear and un- 
ambiguous; that Congress meant may and not shall when it said that the Com- 
mission “may” determine the charges; and that there is no need to resort to the 
legislative history to acquire an understanding of the intent of Congress—a 
practice which is customary, of course, only where legislation is not clear on its 
face as to its meaning. 

The rule of construction urged by the protestants in the context, in which it 
has been used by the Supreme Court, is an exception rather than the general 


2 Representative Carl T. Curtis of Nebraska. 
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rule and is applicable to a limited number of cases. The general rule, as stated 
by Mr. Justice Story, appears in Minor v. Mechanics Bank, reported in 1 Peters 
46, and has been adhered to by the Supreme Court ever since 1828, the date of 
the decision in that case. Justice Story said: 
The ordinary meaning of the language must be presumed to be intended 
unless it would manifestly defeat the object of the provisions. 

The Supreme Court’s consistent refusal to lend a mandatory construction to 
permissive language, unless there is a compelling reason to do so, is summarized 
in Corpus Juris Secundum, Volume 82, Section 38, as follows: 

As a general rule the word “may” when used in a statute is permissive only, 
and operates to confer discretion, especially where the word “shall” appears 
in close juxtaposition in other parts of the same statute * * * 

In the light of the general rule we have quoted, we think it significant that 
every provision in Public Law 278, except the annual charge provision, contains 
the word “shall”. It seems clear, therefore, that Congress deliberately used the 
word “may” with respect to annual charges—leaving the enforcement of only 
that provision to the discretion of this Commission. 

To adopt the actual-cost-of-service method on a project-by-project basis as 
suggested by protestants would require a separate detailed computation of ad- 
ministrative annual charges for each licensee affected and based on our expe- 
rience with cost systems would, in our opinion, increase the cost of administration 
of Part I of the Federal Power Act, all of which additional cost would have 
to be passed on to States and municipalities, since such extra costs would be 
for only their benefit and a direct service to them. Moreover, to do otherwise 
would constitute a discrimination as to non-municipal licensees. It seems fairly 
obvious, therefore, that the proposal of protestants should be considered in 
light of its practicability, costs and equity, all of which we have gone into at 
length. 

We now consider what appears to be the second objection of the protestants 
to the proposed amendment, namely, that the proposed 30 percent reduction is 
not commensurate with actual savings to the Commission. 

Although cost records by work items were available to show total annual cost 
of administration under Part I of the Federal Power Act we have no prior occa- 
sion to delve into the sub-accounts thereof. For purposes of this proceeding, the 
staff made an analysis of the activities of the Commission under Part I of the 
Federal Power Act and of the administrative cost thereof by sub-accounts. It 
shows that these activities fall under two general types designated as “pre- 
license” and “post-license” activities, and by the latter term is meant activities 
directly connected with licensed projects. In other words, some of the Commis- 
sion’s Part I activities comprise functions occurring prior to the issuance of 
any license, the costs of which naturally cannot be charged against any specific 
project. For example, Licensing, i. e., Investigation and Processing; Unlicensed 
Project Investigations, etc. For the foregoing and other pre-license activities, 
a charge is levied by the Commission against all licensees because such work 
is prerequisite to all license activities under Part I of the act. 

The remaining activities under Part I occur after the issuance of a license 
and so can be charged against a specific licensed project. For example: Amend- 

ments, Transfers, Surrenders of Licenses, and Approval of Exhibits ; Inspection 
of Construction and Operation; Determinations of Initial Investment; Deter- 
minations of Additions and Depreciation Reserves; and Amortization Reserves 
Cases. 

With respect to the administrative cost of these activities, the analysis shows, 
for the period 1946 through 1953 that the percentage of administrative costs of 
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pre-license activities to the total costs of all activities under Part I ranged 
from a “low” of 49.1 percent in 1947 to a “high” of 63.6 percent in 1953. The 
analysis shows that the average percentage of such costs of pre-license activities 
to all such costs for the 8-year period is 58.8 percent. 

The percentage of administrative costs of post-license activities to the total 
costs of all activities under Part I ranged correspondingly, of course, from a 
“low” of 36.4 percent in 1953 to a “high” of 50.9 percent in 1947; the average 
percentage of administrative costs of post-license activities to total costs of all 
activities under Part I being 41.2 percent. 

Public Law 278 relieves the Commission of two post-license activities, insofar 
as States and municipalities are concerned, namely, Determination of Initial In- 
vestments and Determinations of Additions and Depreciation Reserves. The 
aforementioned analysis shows that the direct administrative costs involving 
these two post-license activities during the period of the analysis, 1946-1953, 
represented 30.1 percent of the total administrative costs of all activities, both 
pre-license and post-license, under Part I of the Federal Power Act. 

It was upon the basis of this analysis of annual administrative costs that the 
30 percent reduction was proposed, and, in our opinion, it is the best criterion 
available from existing records to determine the reduction in annual adminis- 
trative charges to be granted as a result of Public Law 278. 

Under our instructions, the staff has set up a system of cost accounting to 
determine on an annual basis the costs of administration under Part I of the act 
of all State and municipal license work, including pre-license, as well as post- 
license work. Once such costs are determined, a comparison of such costs with 
the total amount of charges collected from State and municipal licensees will 
provide a basis for modification of the 30 percent reduction, if appropriate and 
desirable. 

Having found that the annual charge provision in Public Law 278 is discre- 
tionary, it cannot be said that Congress limited the exercise of that discretion by 
directing that any reduction granted by this Commission be made operative from 
the act’s effective date. 

Upon the entire record in this proceeding, including the statements filed by 
interested States and municipalities, and the oral argument in this matter, the 
Commission further finds: 

(1) The permissive language used in the annual charge provision in Public 
Law 278 reflects the clear intent of Congress to grant the Commission discre- 
tionary authority either to esablish an alternative method of determining ad- 
ministrative charges for States and municipalities, or to retain the uniform 
formula now applicable to all licensees ; and 

(2) Adoption and promulgation of the proposed amendment to the Rules as 
hereinafter ordered and provided are necessary and appropriate for carrying 
out the provisions of the Federal Power Act as amended by Public Law 278. 

The Commission, acting pursuant to the authority granted by the Federal 
Power Act, particularly sections 10 (e) and 309 thereof (16 U. S. C. 803, 825h), 
and Public Law 278 (67 Stat. 587), orders: 

(A) Part 11 of Subchapter B of the Commission’s rules under the Federal 
Power Act be and the same is hereby amended by the addition of § 11.28 there- 
under, as follows: 

$11.28 Discretionary reduction. Until such time as the Commission shall 
otherwise order, a state or municipal licensee shall be entitled to a reduction 
in the amount of the annual charges fixed under a license heretofore or hereafter 
issued for a major project to the extent of thirty (30) percent of the net amount 
of the charges assessed for the purpose of reimbursing the United States for 







990 FEDERAL POWER COMMISSION 


the cost of administration of Part I of the Federal Power Act as reduced by any 
exemption that may be granted pursuant to section 10 (e) of the act: Provided, 
however, That nothing herein shall apply to any hydroelectric development in 
the International Rapids section of the St. Lawrence River, United States and 
Canada. The reduction herein granted shall be applicable to annual charges for 
periods from and after January 1, 1954. 

(B) The amendment herein prescribed be and it is hereby made effective on 
and after January 1, 1954. 

(C) The Secretary of the Commission shall cause publication of this order in 
the Federal Register. 


Order authorizing issuance of first mortgage bonds 
Iowa Public Service Co. 
Docket No, B-6558 
April 29, 1954 * 


Iowa Public Service Company (Applicant), incorporated under the laws of the 
State of Iowa, qualified to do business as a foreign corporation in the States of 
Nebraska and South Dakota, with its principal place of business at Sioux City, 
Iowa, by application filed April 5, 1954, and amendments thereto filed April 8, 14, 
and 16, 1954, requested authorization, pursuant to the provisions of Section 204 
of the Federal Power Act, for the issuance of $7,500,000, principal amount of 
first mortgage bonds, series due 1984. 

Applicant proposes to issue the $7,500,000, principal amount, of first mortgage 
bonds under its Mortgage and Deed of Trust, dated as of June 1, 1946, to Chemi- 
cal Bank & Trust Company, as Trustee, as heretofore supplemented and as to be 
further supplemented by a Seventh Supplemental Indenture to be dated as of 
May 1, 1954. 

Applicant proposes on May 4, 1954, to invite bids for the purchase of the pro- 
posed issuance of $7,500,000, principal amount, of first mortgage bonds by News- 
paper publication and through distribution of a form of bid together with a 
statement of terms and conditions relating to the bids. Unless postponed, all 
bids must be presented to the Applicant before 11:00 a. m., New York Time, 
May 10, 1954. 

All bids must be in writing and shall specify (1) the coupon rate of the bonds 
which shall be a multiple of 144 of 1%, (2) the price (exclusive of accrued in- 
terest) to be paid to the Applicant for the proposed issuance of first mortgage 
bonds, which shall not be less than 97144% nor more than 102%4% of the principal 
amount thereof, and (3) that the accrued interest on said bonds from May 1, 
1954 to the date of payment therefor and delivery thereof will be paid to the 
Applicant by the purchaser. 

In addition, every bid, whether from a single bidder or group of bidders, must 
be for the purchase of all of the 1984 series bonds to be sold and must be accom- 
panied by a certified or bank cashier’s check or checks in the aggregate amount of 
$187,500 (244% of the principal amount of the proposed $7,500,000 issuance). 

The application states that unless the Applicant shall reject all bids (which 
it reserves the privilege so to do), or exclude a bid or bids for reasons specified 
in the statement of terms and conditions, it will accept the bid which provides 
the lowest cost of money to it. 


*Supplemental order issued May 11, 1954, infra, p. 1033. 
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The application further states that the proceeds from the proposed issuance of 
first mortgage bonds will be used, together with cash derived from operations, to 
redeem at 102.42% of the principal amount, plus accrued interest to the date 
fixed for redemption, Applicant’s presently outstanding $7,500,000, principal 
amount, first mortgage bonds 4%, series due 1983. 

The application states that the amount of call premium which Applicant pro- 
poses to pay in connection with the proposed redemption of its presently out- 
standing 4% first mortgage bonds, series due 1983, will be charged to its earned 
surplus along with the amount of the presently unamortized debt discount and 
expense applicable to those bonds. 

Written notice of the application has been given to the State Commerce Com- 
mission of Iowa, the State Railway Commission of Nebraska, the Public Utilities 
Commission of South Dakota, and to the Governor of each of those States. 
Notice of the application was also published in the Federal Register on April 14, 
1954 (19 F. R. 2149), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or be- 
fore April 26, 1954. No protest or petition or request to be heard in opposition to 
the granting of such application has been received. 

The State Railway Commission of Nebraska by order entered April 12, 1954, 
authorized the issuance and sale of $7,500,000, principal amount, of first mort- 
gage bonds, series due 1984, by the Applicant through competitive bidding. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Iowa. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between the 
States of lowa and Nebraska and consumed at points outside the State in which 
generated, all of which facilities are in addition to and do not include facilities 
used for the generation of electric energy, facilities used in local distribution or 
only for the transmission of electric energy in intrastate commerce, or facilities 
for the transmission of electric energy consumed wholly by the transmitter 
and Applicant is, therefore, a public utility within the meaning of that term as 
used in Section 204 of the Federal Power Act. 

(2) The proposed issuance and sale of $7,500,000, principal amount, of first 
mortgage bonds will constitute an issuance of securities within the purview of 
Section 204 of the Act 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of first mortgage 
bonds is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of first mort- 
gage bonds, as hereinafter authorized, will be for a lawful object, within the 
corporate purposes of the Applicant and compatible with the public interest, 
which is appropriative for and consistent with the proper performance by the 
Applicant of service as a public utility, and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

(5) The period of public notice given in this proceeding is reasonable. 

(6) Applicant’s request for a reduction of the minimum period of seven days 
for solicitation of bids as prescribed by Section 34.la (b) of the Commission’s 
General Rules and Regulations to a minimum of six days appears to be reasonable 
in this case. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
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upon the terms and conditions, and for the purposes specified in the application, 
be and the same are hereby authorized, subject to the provisions of this order. 

(B) The minimum six-day period for the solicitation of bids, as requested by 
the Applicant, is hereby authorized. 

(C) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and Section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as contemplated 
by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have approved the price to be 
received by the Applicant for the first mortgage bonds and the interest rate 
thereof. 

(D) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determination of cost, or any other matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or obliga- 


tion on the part of the United States in respect of any securities to which this 
order relates. 


Findings and order issuing certificates of public convenience and necessity 


Texas Eastern Transmission Corporation; Texas Bastern Penn-Jersey Transmis- 
sion Corporation; Transcontinental Gas Pipe Line Corporation, Docket Nos. 
G-—2340 ; G-2341 ; G-2342 

April 29, 1954 


Texas Eastern Transmission Corporation (Texas Eastern) a Delaware corpora- 
tion having its principal place of business at Shreveport, Louisiana, filed, on 
December 23, 1953, an application for a certificate of public convenience and 
necessity pursuant to the provisions of Section 7 of the Natural Gas Act, authoriz- 
ingit: 

(1) To increase peak day deliveries to the Philadelphia Gas Works Division 
of the United Gas Improvement Company (Philadelphia Gas), arising from the 
latter’s election to convert its purchases of gas from Texas Eastern’s DCQ-D 
Rate Schedule to Texas Eastern’s GS-D Rate Schedule. 

(2) To increase the quantities of gas deliverable on any day to Manufacturers 
Light and Heat Company and Ohio Fuel Gas Company (Columbia), in Texas 
Eastern’s Rate Zone D, without changing Texas Eastern’s total delivery obliga- 
tion to those Columbia companies. 

(3) Toloan to Transcontinental Gas Pipe Line Corporation (Transcontinental) 
up to 136,174 Mcf (14.73 psia) of gas per day during the period November 16 
through April 15 of each year; and to receive back from Transcontinental during 
the period April 16 through November 15 of each succeeding year a quantity of 
gas equal to that previously loaned, such gas to be used by Transcontinental to 
provide a new storage service for certain of its customers hereafter designated. 
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(4) To lease and onerate the pipeline system hereinafter described to be con- 
structed by Texas Eastern Penn-Jersey Transmission Corporation (Penn-Jersey). 

On the same date, Penn-Jersey, likewise a Delaware corporation having its 
principal place of business at Shreveport, Louisiana, and a wholly-owned sub- 
sidiary of Texas Eastern, filed an application for a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act, authorizing 
it to construct and to lease to Texas Eastern a proposed pipeline system to consist 
of a 3,300-H. P. compressor station and approximately 265 miles of a 24-inch pipe- 
line, together with necessary appurtenances and measuring stations, to extend 
from the Oakford Storage Field in Westmoreland County, Pennsylvania, to Texas 
Eastern’s Compressor Station No. 26 near Lambertville, New Jersey. 

Transcontinental filed, on December 23, 1953, an application for a certificate 
of public convenience and necessity pursuant to the provisions of Section 7 of 
the Natural Gas Act, authorizing it to increase the presently authorized maximum 
daily delivery volumes of gas to certain of its existing customers by amounts 
which, in the aggregate, would be equal to the quantities of gas proposed to be 
loaned to Transcontinental by Texas Eastern; and to construct and operate 
interconnection facilities to enable the gas to be loaned. 

By order issued February 18, 1954, the proceedings were consolidated for pur- 
pose of hearing, and the date of March 8, 1954, was fixed for hearing to commence. 
Thereafter, on March 5, 1954, the Commission issued its order permitting inter- 
vention in the consolidated proceedings by various interveners, as designated in 
said order. Hearings in the consolidated proceedings were held on March 8, 9, 10, 
and 11, 1954. The intermediate decision procedure was omitted on motion of 
Texas Eastern, and no objection was made thereto. Briefs and reply briefs 
have been filed by various parties, and the proceedings are now before the Com- 
mission for disposition. 

Increased Peak Day Deliveries of Gas by Texas Eastern to Philadelphia Gas. 
Philadelphia Gas has elected to convert from a DCQ to a GS rate schedule, as 
provided by Texas Eastern’s presently effective FPC Gas Tariff. Such election 
will necessitate an increase in peak day deliveries of gas by Texas Eastern to 
Philadelphia Gas from 83,642 Mcf to 113,072 Mcf at 14.73 psia but will involve 
no change in the annual volume of gas which Texas Eastern is obligated to deliver 
to Philadelphia Gas. The additional peak day volumes of gas to be made avail- 
able to Philadelphia Gas will be used by it to supply increasing demands of its 
retail customers, principally attributable to anticipated future growth in its 
domestic heating sales. 

Increased Deliveries of Gas to Columbia. Texas Eastern proposes to de- 
liver an additional 41,617 Mcf (14.73 psia) of natural gas daily to Columbia 
in Texas EFastern’s Rate Zone D in eastern Pennsylvania. Texas Eastern does 
not propose to deliver a larger daily or annual volume of gas to Columbia 
than is presently authorized, but only to change the points of delivery of such 
volume of gas from its Rate Zone C (in western Pennsylvania and Ohio) to 
its Rate Zone D in eastern Pennsylvania. Deliveries of gas will continue to 
be made under Texas Eastern’s DCQ type rate schedule. The record shows 
that, principally because of transmission limitations on Columbia’s system, 
the pooled gas supply of that system cannot be delivered by Columbia into 
eastern Pennsylvania in sufficient volumes to enable Columbia to meet its 
estimated future peak-day market requirements in that area. The proposed 
change in the delivery points appears to be the least costly means to provide, 
in part, for Columbia’s requirements in eastern Pennsylvania. Such change 
in delivery points can be effected without impairing Columbia’s ability to 
meet its market requirements in western Pennslyvania. 
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Necessity for Proposed Storage Service. The market requirements of Trans- 
continental’s customers in’ the Philadelphia-New Jersey-New York area have 
increased to the degree that they exceed the transmission capabilities of 
Transcontinental’s system.. The proposed storage service is intended, at least 
in part, to provide for increasing peak day requirements of such customers 
and, in addition, to enable such customers to serve greater numbers of con- 
Sumers at a lesser capital investment than might otherwise be required. 
Through the utilization of the storage service, Transcontinental proposes to 
increase peak-day deliveries to the following customers in the volumes shown: 


I Mef at 14.73 psia @ 60° F. 
Dr soe ees 





Present Storage Total 
| | 
Public Service Electric & Ges Co...............-.............--.- | 75, 297 | 67, 322 | 142, 619 
Philadelphia Electric Co__.........__- retains dei ace eects | 41, 430 | 30, 601 72, 031 
Brooklyn Union Gas Co- SESE ctl daaintdncktl ted cduicel 84, 737 22, 441 107, 178 
Elizabethtown Consolidated Gas Co....._......-------------------- 15, 995 | 7, 140 | 23, 135 
oe ae eeas ay ores afhetp og. i. RS a 27,003 | 5, 100 32, 103 
Delaware Power & Light aaa 11, 477 | 2, 040 | 13, 517 
TU ee eat renee 21, 806 | 1, 530 23, 336 











a al AS en Bea Dea | 277,745 | 136,174 413, 919 












The annual volume of gas which Transcontinental would be obligated to deliver 
to each of such customers would remain unchanged. Increased peak-day volumes 
to be made available to each such customer from the storage operations would be 
obtained from the gas which Texas Eastern would loan to Transcontinental. The 
gas to be returned to Texas Eastern by Transcontinental would be designated by 
the customers to be placed in storage during off-peak seasons (April 16 through 
November 15 of each year) from their authorized purchases from Transconti- 
nental The off-peak volume of gas thus made available would not be injected 
directly in storage but would in turn be delivered by Transcontinental to com- 
mon customers of it and Texas Eastern for Texas Eastern’s account. Equiv- 
alent volumes of gas would be placed in storage by Texas Eastern, to be drawn 
on for the benefit of each of the above-designated customers during the ensuing 
heating season. 

The record shows that all seven of Transcontinental’s customers listed above 
need additional volumes of gas to enable them to meet anticipated future peak-day 
demands in the area served by each of them. The record further shows that the 
additional peak-day gas made available as a result of the storage program would 
enable such customers to meet anticipated future requirements without construc- 
tion of additional peak-shaving or manufactured gas facilities, during the im- 
mediate future, and that savings in capital investment in plant would thereby 
accrue to such customers. In addition, Public Service Electric & Gas Company, 
Philadelphia Electric Company, and Brooklyn Union Gas Company, all of which 
now receive gas at high annual load factors, would substantially reduce the 
volumes now used by each for boiler fuel. 

Method of Providing the New Storage Service. To enable rendition of the new 
service for Transcontinental’s customers, Texas Eastern would utilize the Oak- 
ford Storage Field, the proposed Penn-Jersey facilities, and its existing system 
in Pennsylvania and New Jersey. 

The Oakford Storage Field is operated jointly by Texas Eastern and New 
York State Natural Gas Corporation. The record shows that the Oakford 
Storage Field has sufficient capacity to enable Texas Eastern to store approxi- 
mately 12,240,000 Mcf of its gas (14.73 psia) annually in excess of the storage 
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requirements of its authorized customers, and that it will have in storage in the 
fall of 1954 sufficient quantities of its own gas, not otherwise required by its own 
customers, to loan this volume to Transcontinental in order that the storage 
service may be initiated. 

The storage cycle period would extend from April of one year to April of the 
year following. Texas Eastern would initiate the service in November, 1954 by 
loaning the 12,240,000 Mef of its now surplus Oakford storage inventory to Trans- 
continental during the normal storage withdrawal period extending from Novem- 
ber 16, 1954 to April 15, 1955. As shown above, Transcontinental would return 
an equal amount of gas to Texas Eastern by displacement during the injection 
period of the storage cycle extending from April 16, 1955 to November 15, 1955. 
This procedure would be repeated during each storage year thereafter for a con- 
tract period of 20 years. 

During the withdrawal season the storage gas would be delivered by Texas 
Eastern to Transcontinental at one or more of the three proposed delivery points 
located in eastern Pennsylvania and New Jersey for delivery to common cus- 
tomers of Texas Eastern and Transcontinental, depending upon the requirements 
of the customers and the operating conditions on Texas Eastern’s and Transcon- 
tinental’s systems on any given day. The three proposed points of interconnection 
would be constructed by Transcontinental at an estimated cost of $131,628, to be 
defrayed by Transcontinental funds on hand. 

The Proposed Penn-Jersey System. The Penn-Jersey facilities are estimated to 
cost as follows: 


(a) 265 miles of 24-inch pipeline $25, 166, 000 
(b) Principal river crossings 2, 465, 200 
(c) 3,800-HP Greensburg Compressor Station 1, 572, 300 
TEU, PIE ie pce cceceishscis ntact nicccencieeaiem eel 29, 203, 500 

General Plant 584, 000 
Interest During Construction 967, 700 


“EOGE DEGREE” CHOU Ss icth assed csi cocci clone ebkibenncinnasiomaeatad 30, 755, 200 


The testimony of record shows that such estimated cost is based largely upon 
Texas Eastern’s experience. Texas Eastern has proceeded with the procurement 
of the larger items of materials and is engaged in procurement of the rights-of- 
way over the pipeline route proposed to be traversed. 

The proposed Penn-Jersey line will connect with Texas Eastern’s system at its 
terminal points but will have no intermediate interconnection with Texas East- 
ern’s existing facilities between its point of origin at the storage field and its 
terminus at Lambertville, New Jersey. It will be 20 to 30 miles distant from 
Texas Eastern’s system at most locations between these terminal points. The 
record shows that the selection of route was based upon a saving of time required 
in procuring rights-of-way and of opportunities afforded by the new route for 
Texas Eastern to serve future markets in the area. The proposed facilities are 
designed to achieve an initial daily capacity of 207,200 Mcf, with an ultimate 
daily potential capacity of 400,000 Mcf. The record shows that such initial 
capacity is required in order that the new storage service, the proposed change 
in delivery points of gas sold by Texas Eastern to Columbia, and the increased 
peak-day deliveries to Philadelphia Gas may be effectuated. 

It is proposed that the Penn-Jersey facilities be financed under an arrange- 
ment in which 75 percent of the estimated capital requirements would be met by 
the sale of first mortgage bonds, and the remaining 25 percent would be furnished 
by Texas Eastern in the form of subordinate securities. The bond purchase 
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agreement had not been executed at the time of the close of hearing, although 
negotiations with Metropolitan Life Insurance Company, the sole purchaser, had 
been completed. 

In its reply brief, Texas Eastern states that the bond purchase agreement has 
now been executed, under the terms of which Metropolitan will purchase all the 
first mortgage pipeline bonds of Penn-Jersey, due 1973, in the amount of $24,000,- 
000, such bonds to bear an interest rate of 4.2 percent. The agreement requires 
that 60 percent of the securities to be purchased by Texas Eastern shall be in the 
form of capital stock. 

The record, however, is deficient with respect to the type of equity securities 
which would be issued to Texas Hastern and to the manner in which the remain- 
ing estimated capital requirements of Penn-Jersey, amounting to $3,200,000, 
would be met. Hence in spite of the fact that Penn-Jersey, through Texas East- 
ern, has completed arrangements for its debt financing, it is apparent that a fully 
formulated plan of financing, applicable to all the capital requirements of Penn- 
Jersey, has yet to be devised. Consequently, in order that it may be ascertained 
that the plan of financing, when completed, is in all respects satisfactory to the 
Commission, the order herein will provide that within 90 days from the date of 
issuance of the certificate hereinafter issued it, Penn-Jersey shall submit a plan 
of financing satisfactory to the Commission, setting forth in detail its entire pro- 
posal for financing its pipeline system. 

Under the lease arrangement which has been entered into between Texas 
Eastern and Penn-Jersey, Texas Eastern would lease and Operate the Penn- 
Jersey facilities at a fixed annual rental of $4,380,000, and would bear the costs 
of operation and maintenance of Penn-Jersey’s proposed line. Included in the 
annual payment would be all of Penn-Jersey’s estimated 1955 cost of service, in- 
cluding return at the rate of 6% percent on original cost, taxes and depreciation 
in the amount of $1,021,500 calculated at the rate of 3.3 percent per annum. The 
lease would extend for a period of 20 years. 

The lease agreement between Texas Eastern and Penn-Jersey, while it would 
not affect the rate which Transcontinental would pay Texas Bastern for the pro- 
posed storage service, is in conflict with the net investment rate base theory 
under which like operations of natural-gas companies subject to the jurisdiction 
of the Commission are regulated. Furthermore, the 6% percent rate of return 
in its first year of operation which is assumed for Penn-Jersey is in excess of 
the 6 percent rate of return now authorized for Penn-Jersey’s parent, Texas 
Eastern ; and in view of the fact that Penn-Jersey will occupy, as a wholly-owned 
subsidiary of Texas Bastern, a relatively sheltered position, it appears to be 
excessive. Accordingly, the order herein will contain a condition that within 60 
days from the date of the issuance of the order herein, Penn-Jersey and Texas 
Eastern shall revise their lease agreement to reflect charges by Penn-Jersey to 
Texas Eastern to include return not in excess of 6 percent on a net investment 
rate base, and shall file such revised lease with the Commission. 

Rates. Texas Eastern proposes to charge Transcontinental the equivalent of 
a monthly demand charge of $2.63 per Mcf of the maximum daily quantity Texas 
Eastern is obligated to deliver during the withdrawal cycle, plus a commodity 
charge of two cents on all gas delivered from storage and two cents on all gas 
returned to storage. The average charge, as proposed, would be 39.11 cents per 
Mcf. In support of the level of the proposed rate, Texas Bastern submitted 
evidence showing that the estimated cost for rendering the proposed service 
would be approximately $5,230,000 although the revenues expected to be derived 
therefrom would amount to only approximately $4,690,000. However, Texas 
BDastern’s cost estimates are based upon assumptions that its rate of return and 
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that of Penn-Jersey would be 6% percent on original cost although Texas Eastern 
was allowed only a 6 percent rate of return on a net investment rate base in its 
rate proceeding in Docket No. G—1964 (order issued October 9, 1953), and that 
the estimated Penn-Jersey transportation cost should be attributed principally 
to Transcontinental’s storage customers, rather than to all of the Texas Eastern 
customers which might benefit therefrom. On an overall basis, it appears that 
the level of the initial rate proposed by Texas Eastern is not unreasonable. 

Transcontinental proposes to charge its customers under a proposed S-2 rate 
schedule pursuant to which it would pass on to its customers Texas Eastern’s 
storage charge described above. In addition, it would charge its customers the 
commodity portion of its CD rate. The record shows that the average initial cost 
of storage gas to Transcontinental’s customers under the S-2 rate schedule is 
estimated by Transcontinental as follows: 


Cents/Mecf 
Public Service MRecttic 3. GOs, Ota cencend cp rnacapinivigpainmehintmestaable 60. 76 
Elizabethtown Consolidated Gas Co...............-.---~~=---=- === 72. 25 
ORG GIIOE VIII CR Oso ccriittin ening heen 61.17 
TOUR DORNOT GOR CH ctecncrcssitenpen seeps nereldccentdipdninietnpdip- peli! 75. 48 
United Gas Improvement. Ca. (PGW) nice preeeincme apices 83. 80 
PRAEGER TROT Ob ccemtrcciretntthineentadebs ania 60. 76 
Delaware Power and Light. On... ns neceninetnnqsmenpendusliensnaibahet 109. 24 


Transcontinental would not pay to Texas Eastern the latter’s cost of gas, 
since under the arrangements Texas Eastern would loan the gas in the winter 
and Transcontinental would return equivalent volumes in the summer. During 
each winter withdrawal period, when Transcontinental would charge its cus- 
tomers the commodity portion of its CD rate, it would receive funds therefrom 
not otherwise required to be disbursed by it until the April-to-November injection 
period. During this injection period Transcontinental would draw upon the 
funds to purchase the gas to be returned by it to Texas Eastern. To this extent, 
therefore, Transcontinental would have already been paid, in the winter, for gas 
to be redelivered by it to Texas Eastern for the account of its customers in the 
summer, and the money so received would be available to Transcontinental 
as working capital in varying amounts during the year. This matter will be 
considered in any future proceeding involving Transcontinental’s overall rate 
structure. However, the initial rate proposed by Transcontinental applicable 
to the storage service, since it purports merely to pass on to the storage cus- 
tomers the cost incurred by it, does not appear at this time to be unreasonable. 

Service by Texvas Eastern to Huntingdon Gas Company. Huntingdon Gas 
Company, a Pennsylvania corporation engaged in the gas-distribution business, 
intervened in the consolidated proceedings and introduced testimony in evidence 
in support of its request for an allocation of gas which would enable it to provide 
natural gas service to the Borough of Huntingdon, Pennsylvania. The com- 
pany requests that Texas Dastern be directed to sell and deliver to it from the 
proposed Penn-Jersey facilities daily gas volumes ranging from 283 Mcf in the 
first year up to 809 Mcf in the fifth year of operation. 

The Company presently serves 750 Btu propane-air gas in the Borough of 
Huntingdon. It proposes to take delivery of natural gas from Texas Eastern 
near Mount Union, Pennsylvania, and to construct a 5-inch pipeline, principally 
over state highways, to extend approximately 12 miles to the Borough. It esti- 
mates the cost of such construction and of conversion of its customers’ facilities 
to be approximately $184,000, which it would finance from funds to be made 
available by its parent, Penn Fuel Gas, Inc. The volumes of 809 Mcf per day 
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would be used by Huntingdon principally to meet the requirements of domestic 
and commercial customers in the Borough of Huntingdon. On the basis of facts 
submitted by Huntingdon Gas Company in the record, it appears that savings 
can be achieved through the use of natural gas sufficient to enable Huntingdon 
to reduce its rates to existing and potential customers in the Borough and that 
such volumes of gas are necessary to enable Huntingdon to meet its estimated 
market requirements in the Borough during the ensuing five-year period. It 
further appears that Texas Eastern has available and unallocated to any cus- 
tomer on its system at least 1,200 Mcf of gas per day (see In the Matter of 
Texas Eastern Transmission Corporation, et al., Docket Nos. G—1693, e¢ al., 
particularly order issued March 23, 1953, 12 F. P. €. 884). 

Texas Eastern, however, states that it does not propose herein to sell gas 
to any additional customers nor does it propose to sell any greater quantity of 
gas on an annual basis to its existing customers, and contends that under these 
circumstances it would be improper for the Commission to direct that natural-gas 
service be afforded Huntingdon in this proceeding. 

Huntingdon, on the other hand, urges that the volumes of gas it requests are 
de minimis and are needed by Huntingdon at the earliest possible date to avoid 
undue hardship to its customers; that if such volumes of gas are delivered by 
Texas Eastern, the latter’s ability to render adequate service to its customers 
would not be impaired, nor would it result in any undue burden upon Texas 
Eastern; and that the provisions of Section 7 (c) of the Act may be applied in 
circumstances such as these to enable initial natural-gas service to be rendered 
to a new community. 

Texas Eastern, upon commencement of operations under the certificate here- 
after granted it, will be engaged in transporting and delivering volumes of gas 
considerably in excess of the volumes hitherto transported and delivered by it 
under its operations as now authorized. In these circumstances, the mere fact 
that Texas Eastern does not propose to sell gas to “additional customers” or to 
sell greater quantities of gas on an annual basis to existing customers, is 
irrelevant. These are certificate proceedings, subject to all the requirements 
of Sections 7 (c) and (e) of the Natural Gas Act; and if the record so requires, 
the Commission has ample authority to direct that initial natural-gas service 
be afforded to a new community as a condition to any certificate granted. Ac- 
cordingly, since the record in this proceeding shows that the interconnection, 
delivery, and sale of gas requested by Huntingdon will impose no undue burden 
upon Texas Eastern, will not compel enlargement either of its facilities or those 
of its wholly owned subsidiary, Penn-Jersey, and will not impair its ability to 
render adequate service to its customers, it is found that the public convenience 
and necessity require that as a condition to the certificates hereafter issued in 
Docket No. G-—2340, Texas Eastern be required to reserve a volume of gas for 
transportation, delivery, and sale to Huntingdon Gas Company in volumes not to 
exceed 809 Mcf per day at 14.73 psia in the fifth year of Huntingdon’s future 
operations. 

In the proposed findings and conclusions submitted by Commission Staff coun- 
sel, the recommendation is made that such volume of gas be reserved for Hun- 
tingdon, subject to the condition that within twelve months from the date of 
issuance of any certificate, Huntingdon Gas Company file an application for 
and receive a certificate of public convenience and necessity from the Federal 
Power Commission authorizing construction and operation of the facilities neces- 
sary to enable it to purchase, transport, and deliver such volume of gas to the 
Borough of Huntingdon. Since the date of filing of proposed findings and con- 
clusions by Staff Counsel, Section 1 of the Natural Gas Act has been amended 
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(68 Stat. 36; the Hinshaw amendment), by the addition of a new subsection 
(¢c) which provides as follows: 


(c) The provisions of this Act shall not apply to any person engaged 
in or legally authorized to engage in the transportation in interstate com- 
merce or the sale in interstate commerce for resale, of natural gas received 
by such person from another person within or at the boundary of a State 
if all the natural gas so received is ultimately consumed within such State, 
or to any facilities used by such person for such transportation or sale, 
provided that the rates and service of such person and facilities be subject 
to regulation by a State commission. The matters exempted from the pro- 
visions of this Act by this subsection are hereby declared to be matters 
primarily of local concern and subject to regulation by the several States. 
A certification from such State commission to the Federal Power Com- 
mission that such State commission has regulatory jurisdiction over rates 
and service of such person and facilities and is exercising such jurisdiction 
shall constitute conclusive evidence of such regulatory power or jurisdiction. 


Under this amendment to the Natural Gas Act, Huntingdon will not be re- 
quired to apply for and receive a certificate of public convenience and necessity 
from this Commission if, first, it is determined that all the natural gas to be 
received by Huntingdon from Texas Eastern will ultimately be consumed within 
the Commonwealth of Pennsylvania; and, second, if Huntingdon files with the 
Commission a certificate from the Pennsylvania Public Utilities Commission, 
certifying that the rates, service, and facilities involved are subject to regulation 
by the Pennsylvania Commission, and that such Commission is exercising juris- 
diction thereover. Consequently, the order herein will provide that Huntingdon 
either (a) apply for and receive a certificate of public convenience and neces- 
sity from this Commission authorizing it to construct and operate the necessary 
pipeline facilities to enable the proposed service to be rendered; or (b) certify 
to the Commission that the rates, service, and facilities proposed are within the 
regulatory jurisdiction of the Pennsylvania Public Utilities Commission; that 
such Commission is exercising jurisdiction with respect thereto; and that all the 
natural gas which it will receive from Texas Eastern will be consumed within 
the Commonwealth of Pennsylvania. The order will further provide that, unless 
within twelve months from the date of issuance of the order herein Huntingdon 
shall actually purchase and take gas from Texas Eastern, the requirement for 
reservation of gas for it shall be void and of no effect. 

South Jersey Gas Company. The additional volumes of gas to be made avail- 
able to South Jersey Gas Company by Transcontinental total a maximum of 
1,530 Mcf per day during the period November 16 to April 15 of each year. South 
Jersey has a service agreement with New Jersey Natural Gas Company which 
provides that in the event South Jersey is enabled to contract for an increase in 
total supply of natural gas, and if such increase is not sufficient to satisfy the 
requirements of the parties to the agreement to the extent that system capacity 
will allow delivery, New Jersey Natural Gas Company has the option to share in 
such volume of gas as is available in the proportion that its then existing con- 
tract demand bears to the total supply of natural gas available to South Jersey 
on a firm basis. The ratio of contract demand of New Jersey Natural Gas Com- 
pany to the total supply of natural gas available to South Jersey on a firm 
basis is 14.5 percent, and the record shows that New Jersey Natural Gas C m- 
pany has requested that 14.5 percent of South Jersey’s maximum daily delivery 
volume of winter storage gas be made available to it. The total volume of gas so 
requested amounts to 222 Mcf per day, and the record shows that such volume 
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is required by New Jersey Natural Gas Company to enable it to meet estimated 
future peak-day requirements. In its brief herein, South Jersey requests that 
out of the quantity of gas to be delivered to it, the order specify that it be au- 
thorized to deliver 222 Mcf per day to New Jersey Natural Gas Company under 
the same operating conditions and in the same ratios of maximum daily and 
annual volumes as will apply to its total allocation. The order herein will so 
provide. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business at Shreveport, La., owns and operates, among other 
facilities, a natural-gas transmission pipeline system in the States of Texas, 
Louisiana, Arkansas, Missouri, Illinois, Indiana, Ohio, West Virginia, Pennsyl- 
vania, New Jersey, and New York, and by means of such operations is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
by ultimate public consumption, subject to the jurisdiction of the Commission 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 10, 
1947, in Docket No. G-880, 6 F. P. C. 148. 

(2) Transcontinental Gas Pipe Line Corp., a Delaware corporation having 
its principal place of business at Houston, Texas, owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the States 
of Texas, Louisiana, Mississippi, Alabama, Georgia, South Carolina, North 
Carolina, Virginia, Maryland, Pennsylvania, New Jersey and New York, and by 
such operations is engaged in the transportation and sale of natural gas for 
resale in interstate commerce, subject to the jurisdiction of the Commission and 
is, therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of November 18, 1948 
in Docket No. G—1143, 7 F. P. C. 139. 

(3) Texas Eastern Penn-Jersey Transmission Corp. is a wholly-owned subsid- 
iary of Texas Eastern and will be, in effect and in fact, an arm or division of . 
Texas Eastern Transmission Corporation, and will be operated as an integral 
part thereof. 

(4) The facilities to be constructed by Penn-Jersey and operated by Texas 
Eastern, and the additional facilities to be constructed and operated by Trans- 
continental, or proposed to be used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof, and the additional operations proposed by 
Texas Eastern and Transcontinental, as set forth in their respective applications 
in these consolidated proceedings, are subject to the requirements of subsections 
(ec) and (e) of Section 7 of the Natural Gas Act. 

(5) Texas Bastern, Penn-Jersey, and Transcontinental are able and willing 
properly to do and perform the respective acts and services proposed, and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules, and 
regulations of the Commission thereunder. 

(6) The public convenience and necessity require the construction of facilities 
and the operations described in the respective applications in Docket Nos. G— 
2340, G-—2341 and G—2342, and certificates therefor should be issued subject to 
the conditions hereinafter set forth. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Penn-Jersey to construct the facilities described in its 
application in Docket No. G—2341, and Texas Eastern to operate such facilities 
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and to conduct the additional operations described in its application in Docket 
No. G-—2340, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) A certificate of public convenienee and necessity be and the same hereby 
is issued to Transcontinental authorizing Transcontinental to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application and the exhibits appended thereto in Docket No. G—2342, for the 
transportation and sale for resale in interstate commerce of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(C) The certificates hereby issued shall be accepted in writing, and under 
oath, by responsible officers of Penn-Jersey, Texas Eastern, and Transcontinental, 
respectively, and the general terms and conditions set forth in paragraphs (1), 
(3) and (5) of Section 157.20 of the Commission’s Rules and Regulations shall 
attach to the issuance of the certificates granted in paragraphs (A) and (B) 
hereof and to the exercise of rights granted thereunder. 

(D) Construction of the facilities herein authorized shall be completed and 
the operations and service herein authorized shall be actually undertaken and 
regularly performed by Texas Eastern and Transcontinental on or before Decem- 
ber 31, 1954. 

(E) As further conditions to the exercise of rights under the certificates of 
public convenience and necessity granted by paragraphs (A) and (B) hereof: 
(a) Penn-Jersey shall file a plan of financing satisfactory to the Commission 
and setting forth in detail its entire proposal for financing its pipeline system, 
within 90 days of the date of issuance of this order; (b) Penn-Jersey and Texas 
Eastern shall revise their lease agreement to reflect charges by Penn-Jersey 
to Texas Eastern to include return to Penn-Jersey not in excess of 6 percent on 
a net investment rate base, and shall file such revised lease as a special agreement 
within 60 days of the date of issuance of this order; and (c) Texas Eastern shall 
reserve from the presently unallocated capacity of its system a volume of gas 
for the Huntingdon Gas Company not to exceed the volume of 809 Mcf per day; 
Provided, However: That Huntingdon Gas Co., within 12 months from the date 
of issuance of any certificate herein: (i) shall file an application for and receive 
a certificate of public convenience and necessity from the Federal Power Com- 
mission authorizing it to construct and operate the necessary pipeline facilities 
to enable it to transport gas from Penn-Jersey’s facilities to the Borough of 
Huntingdon; or (ii) shall file with the Commission a certificate that the service 
proposed is within the regulatory jurisdiction of the Pennsylvania Public 
Utilities Commission; that such Commission is exercising jurisdiction over the 
natural-gas rates, service, and facilities involved ; and that all of the natural gas 
to be received from Texas Eastern will be ultimately consumed within the 
Commonwealth of Pennsylvania; and, Provided, Further: That this condition 
requiring such reservation of gas shall be void and of no effect unless within 
12 months from the date of issuance of this order Huntingdon Gas Company 
shall purchase and use gas reserved for its benefit pursuant to the terms of 
this order. 

(F) Of the additional volume of 1,530 Mcf to be sold and delivered by Trans- 
continental to South Jersey Gas Company on a peak day, South Jersey be and it 
hereby is authorized and directed to deliver up to 222 Mcf per day to New Jersey 
Natural Gas Company under the same operating conditions and in the same 
ratios of maximum daily and annual volumes as will apply to its total allocation 
of gas from Transcontinental. 


468918—61—_—_66 
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Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. 
Docket No. G-2143 
April 30, 1954 


New York State Natural Gas Corporation (Applicant), a New York corpo- 
ration with its principal place of business at Pittsburgh, Pennsylvania, filed, on 
March 31, 1953, as supplemented on July 28, 1953, an application for a certificate 
of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of the following facilities: 


(1) 4,300 feet of 12%4-inch pipeline. 
(2) 3,600 feet of 10%4-inch pipeline. 

(3) 9,000 feet of 85¢-inch pipeline. 

(4) 8,500 feet of 65¢-inch pipeline. 

(5) Four measuring stations and appurtenant facilities. 





Applicant proposed to transfer its existing leases, wells, and field lines in the 
area referred to as the Harrison Field from production properties to storage 
properties to be used with the proposed facilities for the development of the 
area for storage purposes. The application contemplates only the first stage 
in the development of the field with an initial storage during 1953 of 4,745,000 
Mcf of gas. 

Temporary authorization for the operation of the then existing facilities for 
the purpose of injecting gas into the Harrison Pool, which was granted by the 
Commission on August 7, 1953, expired by its own terms on December 1, 1953. 

By order of the Commission issued March 10, 1954, Docket No. G-2143 was 
consolidated with the proceedings in Docket Nos. G-—2310, G-—2316, G—2321, 
G—2330, G—2331, and G—2367, and set for hearing. Pursuant to due notice, a 
public hearing was held in Washington, D. C., commencing on March 15, 1954, 
and recessing on March 17, 1954. Motions to sever and to omit the inter- 
mediate decision procedure made by counsel for Applicant, after affirmative 
testimony and cross-examination thereon had been completed respecting the 
matters involved and the issues presented by the application in Docket No. G— 
2143, were granted by Commission order issued April 6, 1954. 

The testimony and exhibits presented at the hearing showed that the follow- 
ing facilities were constructed without authorization from this Commission 
and put into operation during the summer of 1953 in the Harrison Field for 
storage purposes : 


(1) 3,861 feet of 12%4-inch OD pipeline. 

(2) 3,185 feet of 10%,-inch OD pipeline. 

(3) 9,446 feet of 85¢-inch OD pipeline. 

(4) 7,567 feet of 65-inch OD pipeline. 

(5) 461 feet of 5-inch OD pipeline. 

(6) Four measuring stations and appurtenant facilities. 





The record indicates that the actual cost of the facilities was $226,149 and that 
such construction was necessary to convert the existing producing properties 
to purposes of storage. 

Upon consideration of the application and the record thereon as certified to 
the Commission by the Presiding Examiner, the Commission finds: 

(1) New York State Natural Gas Corporation (Applicant) is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission, 3 F. P. C. 734. 
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(2) The existing facilities hereinbefore described, as more fully described in 
the testimony and exhibits presented at the hearing in Docket No. G-2143, are 
used in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipeline system, and the construction and operation thereof by Appli- 
eant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
hereinafter authorized, and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act that Applicant be issued forthwith a certificate of public con- 
venience and necessity authorizing, as hereinafter ordered and provided, the 
continued operation by Applicant of the aforedescribed facilities which Applicant 
already has constructed and placed in operation without required authorization 
from the Commission. 

(5) The construction and operation of the hereinafter authorized facilities, 
and the continued operation of the facilities so authorized, are required by 
public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require the attachment to the exercise 
of the rights granted under the certficate issued the terms and conditions 
hereinafter ordered, which are reasonable and necessary. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to New York State Natural Gas Corporation (Applicant), authorizing 
the continued operation of the facilities hereinbefore described, as more fully 
described in the testimony and exhibits presented at the hearing in this 
proceeding. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1) and (5) of Section 157.20 of the Commission’s General Rules 
and Regulations shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted hereunder. 

(C) Nothing in this order is to be construed as precluding imposition of 
any actions pursuant to the provisions of the Natural Gas Act Applicant, its 
agents and officers, or any of them, for the unauthorized construction of the 
facilities subject to this certificate. 


Findings and order directing sale and delivery of natural gas 
Dome Gas Co., Inc. 
Docket No. G—2359 
April 30, 1954 


Dome Gas Company, Inc. (Applicant), an Indiana corporation having its 
principal place of business in Sullivan, Indiana, filed on January 25, 1954, an 
application pursuant to Section 7 (a) of the Natural Gas Act for an order of 
che Commission directing Texas Gas Transmission Corporation (Texas Gas), 
a “natural-gas company”, a Delaware corporation with a principal office at 
Owensboro, Kentucky, to sell and deliver to Applicant on a firm basis a maximum 
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daily volume of 750 Mcf of natural gas at an existing point of connection of 
Applicant’s facilities with those of Texas Gas. 

Texas Gas filed on February 23, 1954, an answer to the application of Dome 
Gas Company, Inc., reflecting the existence of a system capacity and the avail- 
ability of volumes of natural gas for sale and delivery as requested by Dome 
Gas at an existing point of delivery. 

The record shows the Commission by order issued May 15, 1952, in Docket 
Nos. G—1807 and G-1830, 11 F. P. C. 986, authorized Texas Gas to deliver up to 
225 Mcf per day to Applicant on an interruptible basis. Applicant now shows 
the need of 750 Mcf daily from Texas Gas on a firm basis. Texas Gas through 
its counsel has stated Texas Gas will execute an appropriate service agreement 
with Dome Gas covering the service proposed in conformity with the require- 
ment of Texas Gas Rate Schedules G-3 or SG-3, as Dome Gas may request. The 
record clearly shows that the sale and delivery of the requested additional 
volumes of natural gas by Texas Gas to Applicant will not place an undue burden 
upon Texas Gas, or require the enlargement of its transportation facilities for 
the purpose of rendering the service contemplated, or impair its ability to render 
adequate gas service to existing customers. 

The Commission after notice and hearing held April 26, 1954 and having con- 
sidered the application, the answer thereto, and other dockets respecting Ap- 
plicant and Texas Gas, finds: 

(1) Texas Gas owns and operates, among other facilities, a natural gas trans- 
mission pipeline system located in the States of Texas, Louisiana, Arkansas, 
Mississippi, Tennessee, Kentucky, Illinois, Indiana and Ohio, and by such op- 
erations is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in the order of 
March 30, 1948, In the Matter of Texwas Gas Transmission Corporation, Docket 
No. G-855. 

(2) Applicant owns and operates (1) a natural-gas local distribution system 
serving the City of Sullivan, Indiana, and adjacent areas and (2) a transmission 
pipeline extending approximately 6 miles from its local distribution system in 
Sullivan easterly to a point of connection with the interstate transmission pipe- 
line system of Texas Gas Transmission Corporation east of Sullivan; and is 
by virtue of the operations described in (2) above engaged in the transportation 
and sale of natural gas in interstate commerce for resale for ultimate public 
consumption subject to the jurisdiction of the Commission, and is therefore a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued May 15, 1952, in Docket Nos. G—1807 
and G—1830. 

(3) Applicant is legally authorized to engage in the local distribution of nat- 
ural gas to the public. 

(4) To direct Texas Gas Transmission Corporation to sell and deliver through 
an existing connection natural gas to Applicant for distribution in the City of 
Sullivan, Indiana, and environs, will not place an undue burden upon Texas Gas 
or require Texas Gas to enlarge its transportation facilities for such purpose 
or impair its ability to render adequate service to its customers. 

(5) It is necessary and desirable in the public interest that Texas Gas be 
directed by order to sell and deliver to Applicant at an existing physical con- 
nection, up to 750 Mcf of natural gas daily as required by Applicant for distribu- 
tion in Sullivan, Indiana. 

(6) It is in the public interest and appropriate to the proper administration 
of the Natural Gas Act that Texas Gas execute a service agreement under Texas 
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Gas Rate Schedules G-3 or SG-3 in conformity with the standard form con- 
templated by the Rules and Regulations of the Commission. 

The Commission Orders: 

(A) Texas Gas Transmission Corporation shall sell and deliver to Applicant 
through an existing point of connection of facilities of Applicant and Texas 
Gas a volume of gas not to exceed 750 Mcf daily under Texas Gas Transmission 
Corporation FPC Rate Schedules G-3 or SG-3 on file with the Commission, and 
in conformity with a service agreement acceptable to the Commission. 

(B) Texas Gas shall report to the Commission, in writing, under oath, the 
date of the commencement of operations the sale and delivery of additional vol- 
umes of natural gas as requested by Applicant and in accordance with (A) above. 

(C) Applicant shall be prepared to receive the natural gas contemplated by 
the order in (A) above on or before June 1, 1954. 


Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G-2360 
April 30, 1954 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation, 
with its principal place of business near Knoxville, Tennessee, filed, on January 
25, 1954, an application for a certificate of public convenience and necessity pur- 
suant to Section 7 of the Natural Gas Act, authorizing the construction and opera- 
tion of a physical connection together with necessary metering and regulating 
equipment located near the northern terminus of its existing so-called “Kingsport 
Lateral” pipeline. The facilities are proposed to be used to sell and deliver to 
the United States of America (Department of the Army) for use in its Holston 
Ordnance Works, a maximum of 4,500 Mcf of natural gas per day on a firm 
basis and up to 1,500 Mcf of natural gas per day on an interruptible basis. The 
aforesaid “Kingsport Lateral” pipeline was authorized by Commission order 
issued November 12, 1952, in Docket No. G—1336, 11 F. P. C. 426. Said order 
denied authority for the facilities proposed herein for the stated reason that Ap- 
plicant did not at that time have a bona fide contract covering the sale. Applicant 
now has such a contract. 

Applicant’s sole supplier of natural gas, Tennessee Gas Transmission Company, 
is obligated by Commission order issued June 19, 1952, in Docket No. G—1573, 
11 F. P. C. 1050, wherein the gas supply for the aforesaid “Kingsport Lateral” 
was ordered, to deliver to Applicant an additional 6,463 Mcf of gas per day above 
the present contract demand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 19 and 26, 1954, respecting the matters involved and the issues presented 
by the application. Petitions to intervene filed in the above proceeding having 
been withdrawn prior to Commission action thereon, no protest to the applica- 
tion is on file. 

The Commission finds: 

(1) Bast Tennessee Natural Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, 7 F. P. C. 5, 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce subject to the jurisdiction 
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of the Commission, as integral parts of East Tennessee’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.82 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the facilities as proposed by East Ten- 
nessee are required by the public convenience and necessity, and a certificate 
therefore should be issued. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (8) (iii), (3) (iv) and (5) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued, and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and in actual operation should 
be fixed at three months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described, all as more fully described in the application and exhibits appended 
thereto in this proceeding for the transportation of natural gas therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (3) (iii), (8) (iv) and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) Construction of the facilities herein authorized shall be completed and the 
operation and service herein authorized shall be actually undertaken and regu- 
larly performed by Applicant within three months from the date of issuance of 
this order. 

(D) Applicant shall enter into a revised service agreement with its supplier, 
Tennessee Gas Transmission Corporation, covering the aforesaid additional sup- 
ply as proposed. 


Findings and order issuing certificate of public convenience and necessity 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2368 
April 30, 1954 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpo- 
ration, having its principal place of business in Houston, Texas, filed, on 
February 10, and supplemented on March 19, 1954, an application for a certificate 
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of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of five loop lines totaling approx- 
imately 10.37 miles of 30-inch pipe and 46.68 miles of 36-inch pipe along Appli- 
eant’s existing pipeline system in the States of Louisiana, Mississippi and 
Alabama. 

Applicant presently has a sustained delivery capacity of 540,000 Mcf per day 
and commitments under allocations totalling 555,000 Mcf per day authorized 
by orders of the Commission in Docket Nos. G—704, G-1277 and G—1411, et al. 
The proposed facilities are to be used to increase the delivery capacity of 
Applicant’s system by 20,000 Mcf per day. Authority is sought herein to use 
10,000 Mcf per day of said increased capacity for the purpose of delivering on a 
firm basis to Sun Oil Company (Sun) at its Marcus Hook, Pennsylvania, refinery 
10,000 Mcf of gas from Sun’s own supply under a transportation agreement 
between Sun and Applicant. The balance of the increased capacity will improve 
Applicant’s ability to meet its aforesaid authorized commitments to its existing 
customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on April 
26, 1954, respecting the matters involved and the issues presented by the applica- 
tion. Petitions to intervene in this proceeding were filed by several petitioners. 
By order of the Commission issued April 5, 1954; in this docket said petitioner 
to intervene were denied. No other petitions to intervene or protests to the 
application have been received. 

The Commission finds: 

(1) Transcontinental Gas Pipe Line Corporation (Applicant) is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission, 7 FPC 24 and 7 FPC 139. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale for resale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefore 
should be issued. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure, (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at November 1, 1954. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
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hereinbefore described, all as more fully described in the application, supplement 
and exhibits appended thereto in this proceeding for the transportation and sale 
for resale of natural gas therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the Com- 
mission’s Rules and Regulations shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by Applicant on or before November 1, 1954. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2371 
April 30, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, filed application with the Federal Power Com- 
mission on February 17, 1954, and supplemented February 19, 1954, for a certifi- 
eate of public convenience and necessity pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of (1) a purification and 
dehydration plant with a designed capacity of approximately 110,000 Mcf per 
day, to be located adjacent to the existing Monument Compressor Station, in Lea 
County, New Mexico, together with necessary changes in the Monument Com- 
pressor Station; (2) approximately 5.5 miles of 16-inch pipeline, from the pro- 
posed purification and dehydration plant in (1) above, to a point of connection 
with the existing 24-inch Dumas pipeline; (3) approximately 6.5 miles of 8%- 
inch loop line, from the existing Monument plant in Lea County, New Mexico, 
parallel to the existing 8%-inch Hobbs pipeline; (4) additional compres- 
sor equipment of a capacity of 1,100 horsepower to the existing Hobbs Com- 
pressor Station located in Lea County, New Mexico; (5) a compressor station 
of a capacity of 440 horsepower to be known as the Waddell Compressor Station 
to be located near the Gulf Oil Corporation’s residue plant in Crane County, 
Texas; (6) approximately 1.3 miles of 16-inch pipeline, from the existing high 
pressure system 16-inch trunk line to the proposed purification and dehydration 
plant in (1) above; all for the transportation and sale of natural gas subject 
to the jurisdiction of the Commission, as described in the application on file 
with the Commission, and open to public inspection. 

The proposed facilities will be operated in conjunction with Applicant’s pres- 
ently authorized pipeline system. They will provide more flexibility in Appli- 
cant’s operations in the Permian Basin area and enable it to obtain and transport 
additional volumes of natural gas from the Hobbs-Monument area of Lea County, 
New Mexico, and from the Waddell (Sandhill) area in Pecos County, Texas. 

The estimated cost of the proposed facilities is $3,295,589 and their financing 
is to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 21 and 26, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 
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The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of natu- 
ral gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944, order in Docket No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant's existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more, fully described in the applica- 
tion in this proceeding, for the transportation and sale for resale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Proce- 
dure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co, 
Docket No. G-2377 


April 30, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, filed an application on February 25, 
1954, and supplement thereto on March 15, 1954, for a certificate of public con- 
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venience and necessity pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of a main line tap and a meter station to be located 
in Cochise County, Arizona. 

The proposed facilities will be operated in conjunction with Applicant’s existing 
facilities and will be utilized for the purpose of making deliveries of natural gas 
to Geronimo Natural Gas Company for resale in Cochise County. 

The estimated annual requirements (stated in Mcf at 14.73 psia) and estimated 
peak day requirements, for the first three full years of operation expected to be 
made to Geronimo Natural Gas Company for resale by the aforementioned com- 
pany, are as follows: 















Ist year 2d year | 3d year 





23, 356 


23, 356 
Estimated peak day requirements 207 207 207 


Estimated annual requirements........................<2200.2-<-0-- | 23, 356 














The estimated cost of the proposed facilities is $2,544.00, which Applicant 
proposes to finance out of its current working funds. 

Applicant proposes to make the sales herein authorized either under its Rate 
Schedule A-1 or its Rate Schedule B-1. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 23, 1954, with respect to the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and in the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a “nat- 
ural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of January 11, 1944, in Docket No. G—288, 

) 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Sections 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certif- 
icate hereinafter issued, and to the exercise of the rights granted thereunder, 
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and that the time within which construction of facilities authorized by this 
order shall be completed and in actual operation should be fixed at 4 months 
from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cation and supplement thereto in this proceeding, for the transportation and 
sale for resale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) Applicant shall initially render the service herein authorized under its 
presently effective Rate Schedule A-1 or B-1 as proposed, or any effective super- 
seding rate schedule. 

(C) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
{A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph 2 of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
4 months from the date on which this order issues. 

(E) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge, or classification, or any rule, regulation, contract 
or practice affecting such rate, charge, or classification; and nothing herein shall 
constitute an acquiescence by the Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted. 


Order permitting and approving abandonment of facilities 
United Gas Pipe Line Co. 
Docket No. G-—2379 


April 30, 1954 


United Gas Pipe Line Company (Applicant), a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, filed on February 26, 


= 


1954, an application, pursuant to Section 7 (b) of the Natural Gas Act, for 
permission and approval to abandon and remove that portion of its existing 
6-inch Longview-Palestine pipeline extending from Station 3206 + 59 near 
Neches to Station 3757 + 59 near Palestine in Anderson County, Texas, au- 
thorized by the Commission’s order of November 10, 1942, in Docket No. G—232. 

Applicant in the past has sold and delivered natural gas to the Palestine 
Light, Heat and Power Company for resale in Palestine. This contract had a 
termination date of January 31, 1953. On July 24, 1952, Applicant was advised 
by the Lone Star Gas Company that it had purchased the Palestine distribu- 
tion facilities. After January 31, 1953, Lone Star ceased the purchase of gas 
from Applicant and supplied the Palestine distribution system from its own 
sources. Between January 31, 1953 and February 23, 1953, Applicant served 
three farm tap customers upstream from its Palestine meter station. On Feb- 
ruary 23, 1953, Lone Star completed facilities necessary to serve these customers. 
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Since February 23, 1953, no gas has been transported or sold from the facilities 
to be removed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 20, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, Louisiana, is engaged in the transportation and sale of natural 
gas in interstate commerce by means of its natural gas pipelines located in 
several states, and is, therefore, a “natural-gas company”, within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
of November 10, 1942, Docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described, which are proposed to be abandoned 
by Applicant, are used for the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the adandon- 
ment thereof by Applicant is subject to the provisions of subsection (b) of 
Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities hereinbefore described is 
permitted by the public convenience and necessity, and permission and approval 
to abandon should be granted as hereinafter ordered and conditioned. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) United Gas Pipe Line Company be and it is hereby granted permission 
and approval for the abandonment of the natural-gas facilities hereinbefore 
described, all as more fully described in the application in this proceeding, 
upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date or dates on which said facilities are abandoned and removed within 30 
days after such abandonment and removal. 


Findings and order issuing certificate of public convenience and necessity 
upon conditions 


Olin Interstate Corp. 
Docket No. G—2335 


April 30, 1954 


Olin Interstate Corporation (Applicant), on December 14, 1953, filed an appli- 
cation for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing the acquisition and operation of the facilities 
owned and operated by Interstate Natural Gas Company, Incorporated (Inter- 
state Natural). The acquisition is to be accomplished by means of a corporate 
merger of Interstate Natural and Applicant, with Applicant to survive the 
merger and its name changed to Olin Gas Transmission Corporation. 

Pursuant to due notice, public hearings upon the application were held January 
19, 20, 21, 28, and 29, and February 2, 1954, participated in by Applicant and the 
Commission’s staff. The filing of briefs was completed March 9, 1954, and oral 
argument before the Commission was held March 19, 1954. 
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Applicant, which currently owns over 9914% of the capital stock of Interstate 
Natural, was organized June 25, 1953, as a corporate offspring of Olin Industries, 
Ine. (Olin), but is now a wholly-owned subsidiary of a later offspring that Olin 
organized November 30, 1953, under the name of Olin Oil & Gas Corporation 
(Olin Oil). Applicant, Interstate Natural, and Olin Oil have common officers 
and directors, except for Olin Oil; its board also includes three officers and 
directors of Olin. 

Interstate Natural, a Delaware corporation organized in 1926, owns and oper- 
ates an integrated natural-gas system located in the States of Louisiana and 
Mississippi, is engaged in the transportation and sale of natural gas for resale in 
interstate commerce, and is a “natural-gas company” subject to the jurisdiction 
of the Commission.? Interstate Natural was incorporated with an authorized 
eapital of 1,000,000 shares of no par common stock, of which 952,953 shares are 
outstanding. As of June 19, 1953, the outstanding shares were closely held by 
several interests, including, among others, Standard Oil Company of New Jer- 
sey, Owning the controlling, and Olin Industries, Inc. (Olin) owning a minor 
interest.* 

Olin acquired, early in 1952, 70,000 shares of Interstate Natural stock, incident 
to Olin’s acquisition at that time of all the properties of Frost Lumber Industries, 
Ine. (Frost). Such properties included, among other things, approximately 
500,000 acres of timberlands located in Arkansas, Louisiana and Texas, the min- 
eral rights in such lands, and, also, 70,000 shares of Interstate Natural capital 
stock, which stock, according to this record, cost Frost $461,562.97 (approxi- 
mately $6.60 per share). 

Olin, on June 19, 1953, entered into agreements with Standard Oil, Columbian 
Carbon, and American Republics to purchase at $45 per share the capital stock 
of Interstate Natural which they owned, and, also, agreed to offer the same 
price to the other holders of Interstate Natural stock. This offer was made sub- 
sequently, first by Olin, and later by Applicant, which, by the time of the hear- 
ings herein, had acquired approximately 945,000 shares, or more than 9914% of 
all Interstate Natural stock, at a cost of about $40 million. 

Applicant * has financed the acquisition of the Interstate Natural stock largely 


2On January 22, 1954, Olin distributed to its stockholders the Olin Oil stock (2,755,413 
shares) on the basis of one share of Olin Oil for each two shares of Olin, with the excep- 
tion of 150,000 shares held by Olin for transfer to The Prudential Insurance Company of 
America in the event it should exercise its warrant on 300,000 shares of Olin stock. For 
week ended March 26, 1954, Olin Oil stock was quoted over-the-counter at $26% bid and 
$27% asked (Wall Street Journal, March 29, 1954). 

2 Commission order issued April 21, 1948, In the Matter of Interstate Natural Gas Com- 
pany, Inc., Docket G-310, 7 F. P. C. 588, issuing a grandfather certificate to Interstate 
Natural; and Commission Opinion and order dated April 27, 1943, In the Matter of Inter- 
state Natural Gas Company, Inc., et al., Docket Nos. G-149 and G—132, 3 F. P. C. 416, as 
modified, 4 F. P. C. 107, reducing Interstate Natural’s rates subject to the Commission’s 
jurisdiction, which action was affirmed by the United States Court of Appeals for the Fifth 
Circuit and the Supreme Court of the United States. (Interstate Natural Gas Company, 
Incorporated vy. Federal Power Commission, et al., 156 F. 2d 949 (1946), 331 U. S. 682 
(1947). 

* Approximately 54% (514,266 shares) held by Standard Oil Company (New Jersey) ; 
15% (142,957 shares) by Columbian Carbon Company; 7.4% (70,000 shares) by Olin 
Industries, Inc. ; 4.5% (42,920 shares) by American Republics Corporation; 4.2% (40,000 
shares) by The Rockefeller Institute for Medical Research ; 3.5% (33,765 shares) by The 
Rockefeller Foundation; and approximately 11.4% (109,045 shares) by approximately 
1,300 individuals. 

* Organized by Olin on June 25, 1953, under the laws of Delaware, with an authorized 
capital stock of 2,000,000 shares, of which 952,953 shares were issued to Olin. These 
shares were later assigned to Olin Oil & Gas Corporation (Olin Ofl) which Olin organized 
as a wholly-owned subsidiary on November 30, 1953 and to which also assigned $12 
million in cash and the mineral rights in the Frost timberlands. On January 22, 1954, 
Olin distributed to its stockholders the stock of Olin Oil. 
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by the issuance and sale of $32 million principal amount of 414% notes, due 
July 1, 1955, to The Prudential Insurance Company of America (Prudential), 
pursuant to a loan agreement dated June 29, 1953, which notes are guaranteed 
by Olin, Applicant’s first parent. The other funds required have been supplied 
by capital contributions and advances to Applicant by Olin and total approxi- 
mately $8,194,447.97 by the end of 1953 (represented by cash or its equivalent, 
plus the 70,000 shares of Interstate Natural stock acquired from Frost). 

On November 12, 1953, a merger agreement was entered into between Appli- 
cant and Interstate Natural, which, subject to favorable action by the Commis- 
sion upon the application in the instant proceeding, provides that all the capital 
stock outstanding (952,953 shares) of Applicant shall continue as the capital 
stock of the surviving corporation ; that all shares of capital stock of Interstate 
Natural held by Applicant shall be cancelled, and that each share of capital stock 
of Interstate Natural held by others than Applicant shall be converted into $45 
principal amount 6% 5-year bonds of the surviving corporation, viz, Applicant, 
the name of which is to be changed to Olin Gas Transmission Corporation. 

Applicant and Olin Oil, on December 31, 1953, entered into an agreement with 
Prudential whereunder Applicant’s $32 million principal amount of 414% notes, 
due July 1, 1955, which are guaranteed by Olin, are proposed to be exchanged 
for 18-year 414% notes of Applicant of the same principal amount, said notes not 
only to be secured by a mortgage on the assets proposed to be acquired from 
Interstate Natural, but also to be guaranteed by Olin Oil. Such exchange of 
notes is subject to, among others, the Commission issuing a certificate herein 
and to the merger of Applicant and Interstate Natural having been consummated. 

Applicant, if permitted to consummate the merger here, proposes to record the 
Interstate Natural properties upon Applicant’s books by: 

(1) Recording Interstate Natural’s gas plant in service at original cost, 
together with the book depreciation and depletion reserves applicable thereto, 
all as now recorded upon Interstate Natural’s books; and, 

(2) Recording in Account 100.5 (Gas Plant Acquisition Adjustments) the 
difference between the cost to Applicant of the Interstate Natural stock and the 
net original cost of Interstate Natural’s plant as recorded upon its books. 


Under Applicant’s proposal, the property of Interstate Natural would be stated 
on the books of Applicant at an increase of approximately $24.654 million if 
July 31, 1953 figures are used, and at an increase of about $24.353 million if 
November 30, 1953 figures are used. The original cost of Interstate Natural’s 
plant, exclusive of construction work in progress, less reserves for depreciation 
and depletion, amounted to approximately $12.662 million and $12.356 million 
as of July 31 and November 30, 1953, respectively.© The same property would 
be stated on Applicant’s books at approximately $37.316 million and $36.709 
million on the basis of the July 31 and November 30, 1953 figures, respectively. 
Applicant's proposed acquisition of Interstate Natural’s properties is part of 
a program by Olin for exploring and developing oil and gas lands, including 
exploitation of the mineral rights underlying the timberlands acquired from 
Frost. A memorandum by Mr. John W. Hanes (Financial Vice President of Olin) 
and Witness O’Connell (Exhibit 21) describes Interstate Natural’s properties, 
earnings picture, and management; sets forth how it could “serve as the vehicle 
for exploitation of Frost minerals and any other oil or gas development program 
we (Olin) choose”; relates how Interstate Natural could be “a nucleus” for 
Olin, as there would be available both “the $7,000,000 of earnings before taxes 


5 Construction work in progress totalled approximately $3.379 million and $4.291 million 
as of July 31 and November 30, 1953, respectively. 





ORDERS 1015 


of Interstate with which to operate” and “the rich experience of “Interstate’s 
management”; and observes that acquisition of Interstate Natural “would make 
a much more sensible entrance into the oil and gas exploratory field than any- 
thing which has eome to our (Olin’s) attention in the recent past.”® The bulk 
of the oil and gas exploration program, about 90% of it, is to be carried on by 
Applicant. Its parent, Olin Oil, which owns the Frost mineral rights, will par- 
ticipate to a limited extent. 

Applicant claims that, if the merger is permitted, it will be able, for Federal 
income tax purposes, to use the cost of the Interstate Natural stock as a tax 
base for greater annual allowances for depreciation and depletion. Applicant, 
upon the assumption that such “stepped-up” tax base for the Interstate Natural 
properties may be allowed by the Internal Revenue Service, estimates its Fed- 
eral income taxes will be reduced approximating $34 million per year.’ To obtain 
such tax reduction, via the “stepped-up” property base, the acquisition of Inter- 
state Natural by merger is a condition precedent, but it is not necessary for the 
Commission, in authorizing the acquisition by merger, to approve Applicant's 
proposed acquisition adjustment of approximately $24.6 million, or its proposed 
amortization of such excess through income charges over periods ranging from 
4 to 33% years.® 

Applicant claims that the acquisition of the Interstate Natural properties by 
means of the proposed merger is necessary to enable Applicant to carry on the 
contemplated program of exploration and development of natural gas and oil 
properties, first of the Frost mineral rights, then of acreage near the Interstate 
Natural pipelines, and finally of other acreage. The claimed tax saving Appli- 
cant represents will provide more money for exploration. Acquisition of Inter- 
state Natural is stated to be “the keystone to the success of the program”, and 
the means to assure the tax savings, estimated at approximately $%4 million per 
year. 

Applicant asserts, while the Frost mineral rights are now owned by Olin Oil, 
Applicant’s recently created parent, the two corporations are considered as one 
enterprise and that the “fruits of the exploration program will, of course, be 
shared in proportion to the contribution of each corporation”. It further asserts 
that the granting of this application will confer, not only distinct financial bene- 
fits upon the creditors and stockholders of this enterprise, but also benefits upon 
consumers served with natural gas supplied by Interstate Natural for the reason 
that any natural gas developed from the Frost mineral rights (a substantial 
part of which are situated in and adjacent to the Monroe gas field and the Inter- 
state Natural pipelines) will be available to Interstate Natural, and that, by 


® As Applicant’s witness O’Connell testified : 

“Well, I saw in Interstate, with certain changes, the vehicle we had been looking for, 
a method of acquiring a good, substantial business that was extremely well managed, and 
to which could be added, with slight changes in personnel, an exploration department to 
carry on the development of the Frost mineral rights and to provide also from the genera- 
tion of income in the company itself the wherewithal to pay for it.” 

7 Applicant’s witness O’Connell, in referring to recovery of the some $40 million invest- 
ment in Interstate Natural stock, indicated that the “pay out” or recovery would require 
between 8% and 17 years, depending upon whether the “stepped-up” tax basis becomes 
available. 

8 The record reveals that Applicant would accept a certificate authorizing the acquisition 
by merger of Interstate Natural’s facilities upon a condition prohibiting the recording of 
any acquisition adjustment. Upon such basis Applicant apparently would record the 
same dollar amounts in plant appearing on Interstate Natural’s books, with no acquisition 
adjustment and no change in Applicant’s financing, but with the result that Applicant's 
balance sheet would reflect initially $32 million of long-term mortgage debt and a surplus 
deficit of approximately $18 million against a net original cost of plant approximating $16 
million (inclusive of construction work in progress). 
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reason of the rapid depletion of the Monroe field, the development of additional 
gas reserves on the Frost acreage will constitute an important benefit to the cus- 
tomers of Interstate Natural.® 

Applicant urges that the granting of the application will not result in any 
harm or detriment to any consumer or investor. Applicant represents that no 
increase in rate base or rates will be claimed. The record contains a stipulation 
by Applicant through its officers that there is no present intention to attempt to 
obtain an increased rate base by reason of the proposed $24.6 million acquisition 
adjustment and to seek any increase in the rates subject to the jurisdiction of this 
Commission.” 

Applicant advances the contention that its application should not be judged 
by the usual criteria applied under the Natural Gas Act by the Commission gen- 
erally in certificate proceedings, on the ground that Applicant’s proposal involves 
no construction or extension of natural gas facilities, and also on the ground that 
only about 8% of Interstate Natural’s sales are subject to the Commission’s rate 
jurisdiction. Such contention is without merit since the Natural Gas Act pro- 
vides the same standards for all certificate applications and does not authorize 
different standards depending upon the percent of an applicant’s total sales 
which are subject to the Commission’s rate jurisdiction. 

The fundamental question for determination by the Commission in this pro- 
ceeding is whether Applicant has sustained its burden of establishing affirm- 
atively that the proposed acquisition of Interstate Natural’s facilities “is or will 
be required by present or future public convenience and necessity” as prescribed 
by Section 7 (e) of the Natural Gas Act. The requirement of Section 7 (e) is 
not met in our opinion by proof of no detriment to consumers or other legitimate 
national interests. It is deemed that more must affirmatively be established 
than a showing of convenience to an Applicant or lack of any disadvantage to the 
public. 

Applicant contends that it has made adequate showing meriting approval of its 
application, irrespective of what disposition the Commission might require with 
respect to the proposed acquisition adjustment. The record reveals that Appli- 
cant would accept a certificate upon a condition prohibiting the recording of any 
acquisition adjustment. 

The question is whether, in granting the application with the view that facili- 
tating natural gas production is in the public interest, such action can be con- 
ditioned to protect the public from possible adverse effects. A condition prohibit- 
ing the recording on the books of account of Applicant any acquisition adjustment 
is, in the circumstances presented by this record, reasonable and required. Issu- 
ance of a certificate upon such condition would permit Applicant to record, upon 
consummation of the merger, the same dollar amounts in its plant accounts as 
appear on Interstate Natural’s books. This would mean that Applicant’s books 
would then reflect plant at a net original cost of approximately $16 million (in- 
clusive of construction work in progress). 


®° This would apparently obviate any application to abandon service to Texas Gas Trans- 
mission Corporation and Southern Natural Gas Company referred to by Applicant in the 
instant application (p. 13). 

10 As Applicant’s Witness O’Connell testified : 

“All I am saying is that we do not intend to seek a rate increase by virtue of having 
paid $40 million for something that is on the books at $16 million. 

“* * * We are simply asking that the Commission give permission to Olin Interstate 
to be a natural-gas company. 

“Q. And to acquire the properties of Interstate Natural. 

“A. Yes, under that merger, and to give their blessing if they will to the way we propose 
to write up the assets for tax and regular accounting purposes.”’ 
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Applicant’s first parent, Olin Industries, Inc., financed the acquisition of Inter- 
state Natural’s stock largely by causing Applicant to issue and sell $32 million 
principal amount of 444% notes, due July 1, 1955. These notes are guaranteed by 
Olin. The instrument of guaranty expressly states that, prior to maturity of said 
notes, it is contemplated such notes may be exchanged for an equal principal 
amount of 18-year 444% notes “to be issued by a company (either Olin or a 
wholly owned subsidiary of Olin) which will at that time own all or substantially 
all the assets now owned by Interstate Natural.” After the execution of that 
guaranty on June 29, 1953, Olin organized Olin Oil & Gas Corporation, which is 
now the parent of Applicant. Upon consummation of the proposed merger, it is 
proposed that the said $32 million principal amount of 444% notes, due July 1, 
1955, be exchanged for 18-year 444% notes of Applicant of the same principal 
amount, secured by a mortgage on the assets acquired from Interstate Natural 
and guaranteed by Olin Oil. 

The granting of a certificate with a condition prohibiting the recording on Ap- 
plicant’s books any acquisition adjustment, in the absence of any change in the 
financial arrangements involved, would result in Applicant, after the merger, 
having recorded upon its books at net original cost the properties acquired from 
Interstate Natural, approximating $16 million, and would necessitate Applicant 
assuming long-term mortgage debt of approximately $32 million. Upon such 
basis, Applicant’s balance sheet would then reflect an impairment of capital in 
the amount of many millions of dollars. Such resulting capital structure would 
reflect an unsound financial condition. The issuance of a certificate of public 
convenience and necessity under the Natural Gas Act in such circumstances is not 
consistent with the public interest. 

It is obvious from this record that the debt in question was incurred by Olin 
Industries, Inc., and it is equally clear that it would be contrary to the public 
interest to permit such debt being placed upon the operating natural-gas com- 
pany here involved by the simple device of the corporate merger here proposed, 
particularly in the circumstances where nothing of value or benefit is to be re- 
ceived by the operating company in return for its assumption of such debt. It is 
reasonable and required by public convenience and necessity, therefore, that 
there be attached to the issuance of any certificate issued authorizing the acqui- 
sition by merger of Interstate Natural a condition precedent requiring Applicant 
to submit to the Commission evidence that Applicant has been relieved of any 
obligation with respect to the debt in question. 

Upon consideration of the foregoing and the entire record, the Commission 
further finds: 

(1) The natural gas facilities of Interstate Natural which Applicant, Olin In- 
terstate Corporation, seeks in this proceeding authorization to acquire and oper- 
ate, include, among others, facilities for the transportation and sale in interstate 
commerce of natural gas for resale for ultimate public consumption, and the 
acquisition and operation thereof by Applicant are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(2) Upon completion of the proposed acquisition by merger, if authorized, 
Applicant will use and operate the facilities now owned by Interstate Natural 
after the merger referred to in the same manner as used and operated by Inter- 
state Natural. No changes are expected to occur other than would occur in any 
event were such merger not to take place. 

(3) Incident to the proposed acquisition by merger, if authorized, Applicant 
will acquire all the assets and properties of Interstate Natural and will assume 
all of its liabilities to others, and, further, Applicant will own and operate fa- 
cilities for the transmission of natural gas in interstate commerce and for the 
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sale of such natural gas in interstate commerce for resale for ultimate public 
consumption for domestic, commercial, industrial, and other uses, and will 
therefore be a “natural-gas company” within the meaning of the Natural Gas Act. 

(4) Applicant is a qualified applicant for a certificate of public convenience 
and necessity under the Natural Gas Act. 

(5) The proposed acquisition of assets and properties of Interstate Natural 
by Applicant through a merger of Interstate Natural into Applicant has been 
approved by the stockholders of each of the two corporations. 

(6) The natural gas facilities and properties of Interstate Natural are en- 
tered on the books of said company at original cost. 

(7) Applicant, if it complies with the conditions precedent hereinafter set 
forth, is able and willing properly to do the acts proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 

(8) The proposed acquisition and operation of the facilities of Interstate 
Natural are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered upon the terms and conditions 
contained in the order, which terms and conditions are reasonable and are re- 
quired by the public convenience and necessity. 

(9) Public convenience and necessity require and it is reasonable that the 
general terms and conditions set forth in Paragraphs (1), (2), (4), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
Rules of Practice and Procedure (18 CFR 157.20), should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the time within which acquisition of the facilities authorized by this order 
shall be completed and in actual operation should be fixed at three months from 
the date of issuance of this order. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the Applicant, Olin Interstate Corporation, to acquire 
by merger and to operate the facilities of Interstate Natural Gas Company, In- 
corporated, all as more fully described in the application and the record in this 
proceeding, for the transportation and sale of natural gas as therein set forth, 
upon the terms and subject to the conditions of this order. 

(B) This certificate shall be accepted, in writing and under oath, by a respon- 
sible official of Applicant, within 30 days next following the date of issuance of 
this order; and the general terms and conditions set forth in Paragraphs (1), 
(2), (4), and (5) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure (18 CFR 157.20), shall 
attach to the issuance of the certificate granted in Paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(C) As a further condition attached to the issuance of the certificate herein, 
Applicant shall, within 45 days next following the date of issuance of this order, 
submit to the Commission, in writing and under oath, satisfactory evidence that 
Applicant has been relieved completely and for all time of any obligation or re- 
sponsibility whatsoever with respect to all and any part of the $32 million debt 
incurred by it and Olin Industries, Inc., incident to the financing by which ac- 
quisition of the stock of Interstate Natural was effected by Applicant’s organ- 
izers; and, further, there shall be submitted by Applicant an undertaking 
satisfactory to the Commission executed by a responsible official of Applicant, a 
responsible official of Olin Industries, Inc., and a responsible official of Olin Oil & 
Gas Corporation, that no action will be taken by such organizations, or any of 
them, which would result in Applicant assuming at anytime in the future any 
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part of the debts, liabilities, or obligations incurred incident to the acquisition 
of the stock of Interstate Natural. 

(D) Upon the filing of the acceptance required by Paragraph (B) hereof and 
the submission to the Commission of the evidence and undertaking required by 
Paragraph (C) hereof, and the acceptance thereof by the Commission, evidenced 
by letter addressed to Applicant by the Secretary of the Commission, the issuance 
of the certificate provided for in Paragraph (A) hereof shall become effective 
upon the further terms and conditions of this order. 

(E) As further conditions attached to the exercise of the rights granted 
under the certificate herein, the Applicant shall: 

(1) Upon consummation of the acquisition by merger authorized herein, suc- 
ceed to all the rights and assume all obligations of Interstate Natural Gas Com- 
pany, Incorporated, over which this Commission has jurisdiction under the 
Natural Gas Act, including, but not limited to, all rights and obligations under 
prior decisions and orders of the Commission. 

(2) Record on its books at original cost all the properties acquired by reason 
of this certificate, and submit, in substance, and form satisfactory to the Com- 
mission, within six months next following the issuance of this order, all of 
Applicant’s proposed accounting entries for recording the aforesaid acquisition 
by merger. 

(F) The time within which the facilities hereby authorized to be acquired 
shall be so acquired and placed in actual operation as provided by Paragraph (2) 
of Section 157.20 of the Commission’s General Rules and Regulations, including 
Rules of Practice and Procedure (18 CFR 157.20), is hereby fixed at three months 
from the date of issuance of this order. 

(G) This certificate is without prejudice to the authority of this Commission 
over Interstate Natural Gas Company, Inc., or Applicant, with respect to rates, 
service, accounts, contracts, valuation, estimates or determination of costs, or 
any other matter whatsoever now pending or which may come before this Com- 
mission, and nothing herein shall be construed as acquiescence by this Commis- 
sion in any estimate or determination of costs or any valuation of property 

claimed or asserted. 
Commissioner Draper dissenting. 


Order authorizing export of electric energy and superseding previous 
authorization 


B & P Bridge Company of Weslaco and Central Power and Light Company 
Docket No. IT-5375 
May 3, 1954 


The B. & P. Bridge Company of Weslaco (Applicant), incorporated under the 
laws of the State of Texas, with its principal place of business at Progreso, 
Texas, by application filed December 4, 1953, as amended December 18, 1953, 
requested, among other things, a modification of the authorization to transmit 
electric energy from the United States to Mexico heretofore granted by Commis- 
sion order issued pursuant to Section 202 (e) of the Federal Power Act on Feb- 
ruary 25, 1948, 7 F. P. C. 393, in the above docket, so as to permit the exportation 
of electric energy over relocated transmission facilities at the international 
border between the United States and Mexico without any change in the maxi- 
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mum amount (219,000 kwh per year) or rate (50 kw) of transmission as previ- 
ously set forth by said order. 

The Applicant proposes to transmit the energy by means of facilities covered 
by a Permit signed by the Chairman of the Federal Power Commission on March 
11, 1954, and accepted by the Applicant on April 5, 1954, for sale to (in accord- 
ance with a schedule of rates and charges filed as an exhibit to the application), 
and use by the Mexican Department of Customs and Department of Immigration 
in connection with the operation of Applicant’s relocated international bridge 
across the Rio Grande at Progreso, Texas, in a manner similar to the use of 
electric energy previously exported by Applicant pursuant to the aforemen- 
tioned Commission order over facilities maintained at the former Thayer, Texas, 
bridge site and covered by a Presidential Permit signed by the President of the 
United States on August 30, 1941, and released to the Applicant on January 30, 
1942. 

The application shows that the energy which Applicant proposes to export in 
connection with the operation of its Progreso, Texas, bridge will, like that here- 
tofore exported in connection with the past operation of the former Thayer, 
Texas, bridge, be obtained near the bridge site from the transmission facilities 
of Central Power and Light Company, a corporation organized and existing un- 
der the laws of the State of Massachusetts, with its principal place of business 
at Corpus Christi, Texas. 

Although as shown by the application, the transmission facilities, consisting 
of four #2/0 A. C. 8. R. conductors supported on wood pole structures over which 
it is proposed to export, have, with an eye to anticipated future load growth, 
been designed for 12,000 volt, three phase, 60 cycle operation, it is proposed that 
they be presently operated at 115/230 volts, single phase, 60 cycles. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the coordi- 
nation in the public interest of facilities subject to the jurisdiction of the Com- 
mission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, in accordance with the terms and conditions set 
forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Mexico shall be in an amount not in excess of 219,000 
Kwh per year at a rate not to exceed 50 Kw over the facilities specified in the 
Permit signed by the Chairman of the Federal Power Commission, on March 
11, 1954, and accepted by the Applicant on April 5, 1954. 

(C) Applicant shall, prior to making any change in the 115/230 volt, single 
phase, 60 cycle operation of the facilities referred to in Paragraph (B) above 
which will entail an exportation of electric energy in excess of the maximum 
amount (219,000 Kwh per year), and rate (50 Kw), of transmission herein 
authorized, secure appropriate authorization of this Commission therefor. 

(D) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
signed by the Chairman of the Federal Power Commission, referred to in 
Paragraph (B) above. 

(E) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 
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(F) Applicant shall install and maintain adequate metering equipment ‘to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy, reports, annually, 
on or before February 15, showing the kilowatt-hours delivered, the maximum 
Kw of transmission, and the consideration therefor during each month of the 
preceding year. 

(G) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(H) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(1) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, valua- 
tion, estimate or determination of cost, or any other matter whatsoever now 
pending or which may come before this Commission, or other regulatory body, 
and nothing herein shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(J) This order shall supersede the order, referred to above, issued in the 
above docket February 25, 1948. 

(K) Concurrently with the service of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in Paragraph (B) 
above, be released and a copy transmitted by the Secretary to Applicant. 


Order amending license (minor) 
Daisie B. Weaver 
Project No. 2029 

May 4, 1954 


Daisie B. Weaver, licensee for minor Project No. 2029, filed on January 29, 
1954, a letter requesting adjustment of the annual charges specified in Article 
16 of the license for the project. Article 16 imposes annual charges of $10.00, 
$5.00 of which is for the purpose of reimbursing the United States for the cost 
of administration of the Act and $5.00 for recompensing it for the use, occupancy, 
and enjoyment of its lands. 

The energy generated by a 9-horsepower Pelton water wheel connected to a 5- 
kilowatt generator at the project is used solely at licensee’s tourist camp, resi- 
dence, and farm. The licensee advises that the tourist camp uses project power 
to light five 60-watt bulbs and for no other purpose. The balance of the power 
generated is used by licensee’s residence. The annual charges prescribed in the 
license were fixed on the assumption that the greater part of the energy generated 
would be used for commercial purposes. 
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The project is a minor project within the meaning of Section 10 (i) of the 
Federal Power Act, which section permits the Commission to waive conditions 
and provisions of the Act, and Section 11.23 of the Commission’s Rules and 
Regulations as amended provides that a minor-project license such as this one 
may be issued without charge if the project power is used for domestic purposes. 

The Commission finds: 

Substantially all of the power generated by the project is used for domestic 
purposes and, therefore, it will not be inconsistent with the public interest to 
amend the license to provide that it may be enjoyed without charge, pursuant to 


the provisions of Section 10 (i) of the Act and Section 11.23 of the Commission’s 
Rules and Regulations. 

The Commission orders: 

(A) Article 16 of the license for Project No. 2029 is hereby amended, effective 
as of January 1, 1953, to read as follows: 

Article 16: Pursuant to the provisions of Section 10 (i) of the Act and Section 
11.23 of the Commission’s Rules and Regulations, the licensee shall enjoy this 
license without charge, effective as of January 1, 1953. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of its acceptance of this amendment, 
it shall be signed by the licensee and returned to the Commission within 60 days 
from the date of issuance of this order. 


Supplemental order authorizing issuance of first mortgage bonds and preferred 
stock 


The Montana Power Co. 
Docket No. E-—6557 


May 5, 1954 







By order issued April 27, 1954, 13 F. P. C. 982, in the above entitled matter, the 
Commission authorized The Montana Power Company (Applicant) to issue and 
sell through competitive bidding $6,000,000 principal amount, of first mortgage 
bonds, series due 1984, and 60,000 shares of no par value cumulative preferred 
stock,’ subject to, among other things, certain provisions set forth in paragraph 
(B) of that order reading in its here pertinent parts as follows: 
























(B) The proposed issuance and sale of first mortgage bonds * * * 
[and] * * * preferred stock * * * at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission's Rules relating to compli- 
ance with competitive bidding requirements and Section 34.2 (k) (4) of the 
Rules, relating to affiliation, and shall have either filed such amendments 
or shall have mailed them and advised the Commission by telephone and 


telegraph as contemplated by Section 34.9 of the Rules. 







1By that order Applicant was also authorized to issue and sell through competitive 
bidding $18,000,000 principal amount, of sinking fund debentures. The issuance and sale 
of the sinking fund debentures is to be consummated on a later date. 
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(ii) The Commission shall have approved the price to be received by 
Applicant for the first mortgage bonds and the interest rate thereof. 

(iii) The Commission shall have approved the price per share of preferred 
stock to be received by the Applicant and the dividend rate to be paid. 


Applicant on May 4, 1954, filed an amendment pursuant to the aforementioned 
requirements of the Commission’s order issued April 27, 1954, setting forth, among 
other things, (1) that it proposes to accept, as providing the lowest cost of 
money to it, the bid of Halsey, Stuart & Co., Inc. to purchase the proposed 
issuance of $6,000,000 principal amount, of first mortgage bonds, series due 1984, 
for the price of 102.31 with an interest rate of 344% per annum, (2) that it pro- 
poses to accept, as providing the lowest cost of money to it, the joint bid of 
Kidder, Peabody & Co—Smith, Barney & Co.—Blyth & Co., Inc., to purchase 
the 60,000 shares of the proposed issuance of preferred stock for $100.41 per 
share, the dividend rate per share to be paid by the Applicant will be $4.20. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the aforementioned re- 
quirements of paragraph (B) of the Commission’s order issued April 27, 1954, 
in the above docket, and under the respective bids it proposes to accept for the 
purchase of the proposed issuance of first mortgage bonds and preferred stock, 
(1) the price to be received by the Applicant for the first mortgage bonds and 
the interest rate thereof, and (2) the price per share of preferred stock to be 
received by the Applicant and dividend rate to be paid are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds and preferred 
stock as hereinafter authorized and approved will be for a lawful object, within 
the corporate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility and which will not impair its ability to 
perform that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds and 
the interest rate thereof and the price per share of preferred stock to be received 
by the Applicant and the dividend rate to be paid by the Applicant under the 
respective bids referred to above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds and preferred 
stock, referred to above, upon the terms and conditions and for the purposes 
specified in the application, as supplemented by the amendment referred to 
above, be and same hereby are authorized, subject only to the provisions of 
paragraphs (C), (D) and (E) of the Commission’s order issued April 27, 1954, 
in this matter. 


Order modifying order issuing certificate of public convenience and necessity 
and allowing rate schedule to take effect 


Public Service Company of North Carolina, Inc. 
Docket No. G—1407 
May 6, 1954 


On March 9, 1954, the Public Service Company of North Carolina, Inc. (Public 
Service), tendered for filing with the Commission its F. P. C. Gas Tariff, Original 
Volume No. 1, constituting its proposed Rate Schedule T-1 in the form of an 
agreement between Public Service and the Carolina Central Gas Company 
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(Carolina Central), which covers the transportation of natural gas for the 
latter company. 

Public Service by its filing has requested that its certificate of public con- 
venience and necessity issued June 7, 1951, at Docket No. G-1407 be modified to 
permit the filing of its proposed rate schedule. 

The Commission’s order at Docket G-1407 contained a condition that Publie 
Service file a rate schedule providing a cost of service formula for the transporta- 
tion of natural gas by Public Service under which Carolina Central would be 
charged 8.8% of the cost of service on Public Service’s Asheville lateral. 

Public Service’s rate schedule T-1 is a new form of agreement between Public 
Service and Carolina Central, and provides for the transportation of up to 
1,862 Mcf of natural gas per day from the main line of Trans-continental Gas 
Pipe Line Corporation at a point near Kings Mountain, North Carolina, to a 
point of connection with facilities of Carolina Central near Hendersonville, 
North Carolina. Said rate schedule provides for an annual charge to Carolina 
Central of $27,000 to be paid in 12 equal monthly installments of $2,250. Public 
Service’s present proposal is in lieu of filing a rate schedule providing a cost of 
service formula rate for transportation of natural gas for Carolina Central 
which was the subject of the rate condition contained in the Commission’s order 
of June 7, 1951, 10 F. P. C. 1079. 

The proposed monthly charges of $2,250 is less for the first several years 
under the proposed agreement than the charge would be under the cost of 
service formula rate, and the fixed rate arrangement appears preferable to the 
cost formula as outlined in the Commission’s order of June 7, 1951. 

Public Service further requests permission to file the proposed agreement as a 
special rate schedule and for an effective date as to said rate schedule of 
April 1, 1954. 

By telegram dated April 16, 1954, Carolina Central advised that it concurred 
in the request of Public Service for modification of its certificate of public con- 
venience and necessity so as to permit the filing of its proposed rate schedule T-1 
above referred to. 

The Commission finds: 

(1) It is appropriate in carrying out the provisions of the Natural Gas Act 
that the order issuing a certificate of public convenience and necessity issued 
June 7, 1951, be modified as hereinafter ordered. 

(2) Good cause has been shown for allowing Public Service Company of North 
Carolina Inc.’s new rate schedule T-1 to become effective as hereinafter ordered. 

The Commission orders: 

(A) The certificate of public convenience and necessity issued June 7, 1951, 
to the Public Service Company of North Carolina, Inc., at Docket No. G—1407, be 
and the same is hereby modifed to permit Public Service to file a tariff based upon 
a fixed annual transportation charge in lieu of a cost of service formula rate for 
the transportation of natural gas by Public Service for Carolina Central. 

(B) The FPC Gas Tariff, Original Volume No. 1 of Public Service Company of 
North Carolina, Inc., be and the same is hereby accepted for filing, to become 
effective as of April 1, 1954. 

(C) Nothing contained in the order shall be construed as a waiver of the re- 
quirements of Section 7 of the Natural Gas Act; nor shall it be construed as 
constituting approval by this Commission of any service, rate, charge, classifica- 
tion, or any rule, regulation or practice affecting such service or rate; nor shall 
this order be deemed as recognition of any claimed contractual right or obligation 
affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have been 
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or may hereafter be made by this Commission in any proceeding now pending, 
or hereafter instituted, by or against Public Service. 


Findings and order issuing certificate of public convenience and necessity and 
granting permission and approval to abandon facilities 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2362 
May 6, 1954 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpora- 
tion, having its principal place of business at Houston, Texas, filed an application 
on January 29, 1954, and supplements thereto on February 18 and March 8, 1954, 
pursuant to Section 7 of the Natural Gas Act, for (1) a certificate of public 
convenience and necessity authorizing the construction and operation of the 
following described facilities : approximately 19 miles of 12.75-inch O. D. pipeline, 
together with appurtenant equipment, extending from a point in the West White 
Lake Field, Vermilion Parish, Louisiana, to a point of connection with Appli- 
eant’s 18-inch transmission pipeline at the junction of existing 14-inch and 12-inch 
transmission lines in Vermilion Parish, Louisiana; and (2) permission and 
approval to abandon by sale to Union Oil Company of California the following 
described facilities: approximately 13.92 miles of 6-inch pipeline extending from 
a point in the West White Lake Field to a point of connection with Applicant’s 
12-inch lateral in Vermilion Parish, Louisiana. 

The facilities described in (1) above will be constructed and operated in lieu 
of existing facilities described in (2) above, and are designed for the purpose of 
increasing the volume of take from the West White Lake Field to a maximum 
of 41,464 Mcf daily. 

The record clearly indicates the reasonableness of Applicant’s request for 
authorization for facilities increasing its capacity to take natural gas from the 
West White Lake Field. 

The estimated cost of the 19 miles of 12.75-inch is $1,042,310 and will be de- 
frayed from corporate funds on hand. The 13.92 miles of 6-inch pipeline to be 
abandoned by sale to Union Oil Company will be sold for $341,068.55, stated to be 
the estimated depreciation price as of November 1, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 30, 1954, respecting the matters involved and the issues presented by the 
application and supplements thereto. No protest to the application has been 
received. 

The Commission finds: 

(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation, hay- 
ing its principal place of business at Houston, Texas, is engaged in the transpor- 
tation of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in In the Matter of Transcontinental Gas Pipe Line 
Corporation, Docket No. G-1277 (F. P. C. Opinions Nos. 191 and 202). 

(2) The facilities hereinbefore described (19 miles of 12.75-inch) are proposed 
to be used in the transportation and sale for resale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Applicant are subject to the requirements of subsections 
(ec) and (e) of Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been sat- 
isfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The construction and operation of the facilities proposed by Applicant, 
as set forth in the application herein, as amended, are required by the public con- 
venience and necessity, and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(6) The facilities proposed to be abandoned by sale to Union Oil Company are 
used for the transportation and sale in interstate commerce of natural gas as 
integral parts of Applicant’s existing pipeline system, and are subject to the 
requirements of Section 7 (b) of the Natural Gas Act. 

(7) Public convenience and necessity permit the abandonment of the facilities 
as proposed in the application. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 5 of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the certificate here- 
inafter issued, and to the exercise of the rights granted thereunder, and that the 
construction of facilities authorized by this order shall be completed and such 
facilities placed in actual operation on or before January 1, 1955. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Transcontinental Gas Pipe Line Corporation to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) Applicant be and it is hereby authorized to abandon the facilities as pro- 
posed in the application and upon the terms and conditions of this order. 

(C) This certificate shall be accepted in writing, and under oath, by a responsi- 
ble official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(D) The facilities hereby authorized shall be constructed and placed in actual 
operation on or before January 1, 1955. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2384 
May 6, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on March 8, 1954, filed application with the 











ORDERS 1027 


Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of (1) a 10%4-inch pipeline approximately 19.8 miles in length, extend- 
ing from the downstream side of the Saunders Gasoline Plant of Warren 
Petroleum Company, located in Lea County, New Mexico, in a northerly and 
eastwardly direction to a point of connection with Applicant’s existing 30-inch 
Permian-San Juan Crossover Line in Lea County; (2) a compressor station 
of 330 horsepower, together with the necessary appurtenances for the operation 
of same, to be located immediately adjacent to the Saunders Gasoline Plant; and 
(3) a standard orifice meter measuring station to be known as the Saunders 
Purchase Meter Station, said station to be located immediately downstream from 
the Saunders Gasoline Plant; all for the transportation and sale of natural 
gas subject to the jurisdiction of the Commission, as described in the application 
on file with the Commission, and open to public inspection. 

The proposed facilities, in conjunction with Applicant’s existing facilities, will 
be operated to make residue gas from the Saunders Gasoline Plant available to 
markets and resale customers served by Applicant’s transmission line system. 
The estimated cost of the proposed facilities is $693,695 and their financing is to 
be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 26, and May 3, 1954, respecting the matters involved and the issues pre- 
sented by the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its 
principal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944, order in Docket No. G—288, 4 FPC 486. 

2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2) (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation as provided by paragraph (2) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure by June 1, 1954. 


Order approving exhibits 
South Carolina Public Service Authority 
Project No. 199 


May 7, 1954 





Pursuant to the provision of Article 9 of the license for Project No. 199, South 
Carolina Public Service Authority filed on May 6, 1953, Exhibit K showing 
in detail the project area and project boundary of the reservoirs, diversion 
canal, tail canal, and Cooper River improvements. After a review by the staff, 
which found certain minor corrections necessary, the licensee was requested 
by letter to authorize the Commission staff to make the necessary corrections 
on Exhibit K tracings. This authority was granted by the licensee’s letter dated 
March 10, 1954, and the corrections have been made. 

The effect of approving Exhibit K (FPC Nos. 199-86 to -143 inclusive) would 
be to complete the map showing the project area and boundaries. Lands of the 
United States within Francis Marion National Forest which are part of the 
project area have previously been included in the project and annual charges 
assessed therefor by Amendment No. 4 of the license issued May 18, 1940. 

‘The Commission finds: 

Exhibit K (FPC Nos. 199-86 to -143, inclusive) as corrected by the Com- 
mission staff conforms to the Commission’s Rules and Regulations, and should 
be approved as part of the license. 

The Commission orders: 

(A) The exhibit described in finding (1) above is hereby approved as part 
of the license for Project No. 199. 

(B) This order shall become final thirty (30) days from the date of its is- 
suance unless application for rehearing shall be filed as provided by Section 
313 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this order. 


Order amending license to fir annual charges for use of Government dam 
Northern States Power Co. 
Project No, 2056 


May 7, 1954 





On September 6, 1951, 10 F. P. C. 1322, the Commission issued a license under 
the Federal Power Act to St. Anthony Falls Water Power Company, authorizing 
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construction, operation and maintenance of reconstructed Project No. 2056, 
known as the Lower Dam Plant, affecting a Government dam at St. Anthony 
Falls on the Mississippi River in Hennepin County, Minnesota. Subsequently, 
on November 27, 1951, 10 F. P. ©. 1573, the Commission approved transfer of 
the license from St. Anthony Falls Water Power Company to the present 
licensee, Northern States Power Company. 

In addition to fixing the usual annual charges for the purpose of reimbursing 
the United States for the costs of administration of Part I of the Act, the license 
provided for a determination in the future of the amount of a reasonable annual 
charge to be fixed for the purpose of reimbursing the United States for the 
use by the licensee of the Government Dam involved. 

Article 11 of the license requires the licensee to furnish the United States, 
free of charge, the electric capacity and energy required for the operation and 
maintenance of the navigation facilities located at or adjacent to the Govern- 
ment Dam. The value of this power has been estimated by the Corps of En- 
gineers of the United States Army to be about $11,500 per year. 

The Commission finds: 

(1) After taking into account the dependable capacity and average annual 
energy required for the operation and maintenance of the navigation facilities, 
a comparison of the estimated annual costs of the licensee’s Lower Dam Plant 
(Project No. 2056) with the estimated annual costs of producing an equivalent 
amount of capacity and energy from a steam electric plant indicates that the 
annual savings resulting from generation by the licensed project amounts to 
about $6600 per year. 

(2) An equal division between the United States and the licensee of the net 
annual savings resulting from operation of the project, resulting in the amount 


of $3300, constitutes a reasonable annual charge for the use of the Government 
Dam. 


The Commission orders: 
(A) The license for Project No. 2056 is hereby amended as follows: 
(i) By modifying subsection (ii) of Article 21 to read as follows: 

(ii) The annual charge for recompensing the United States for the use 
of the Government Dam shall be thirty-three hundred dollars ($3300) which 
charge may be readjusted in the future pursuant to the provisions of Sec- 
tion 10 (e) of the Act. Such charge shall commence when the Government 


lock and dam are substantially completed to the extent that the existing 
dam can be removed. 


(ii) By modifying Article 11 to read as follows: 

Article 11. The Licensee shall furnish free of cost to the United States 
60-cycle, 3-phase alternating current at a reasonable voltage for the opera- 
tion and maintenance of navigation facilities to meet a demand not to exceed 
375 kilowatts and annual energy consumption not to exceed 480,000 kilo- 
watt-hours. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed for the Licensee and returned to the Commission within 60 
days from the date of issuance of this order. 
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Order authorizing issuance of preferred stock and first mortgage bonds 


California Electric Power Co. 
Docket No. E-6559 
May 10, 1954* 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware, and qualified to do business as a foreign corporation 
in the States of California and Nevada, with its principal place of business in 
Riverside, California, by application filed April 12, 1954, as amended April 26 and 
29, 1954, and May 7, 1954, requested authorization, pursuant to the provisions of 
Section 204 of the Federal Power Act, for the issuance of 105,000 shares of cumu- 
lative preferred stock (par value $50 per share), and $8,000,000, principal amount, 
of first mortgage bonds, series due 1984. 

The application indicates that pursuant to authorization of the Commission 
on March 30, 1954, and April 19, 1954 (Docket No. IN-873), Applicant engaged 
in negotiations for the sale or underwriting of the proposed issuance of 105,000 
shares of preferred stock and has reached a tentative agreement with Merrill, 
Lynch, Pierce, Fenner & Beane, for the purchase of all of the proposed issuance 
for resale to the general public. 

The tentative agreement contemplates that the price to be received by the Ap- 
plicant for each of the 105,000 shares of the proposed issuance of preferred stock 
and the dividend rate thereof will be finally fixed on May 11, 1954, unless post- 
poned, and thereafter supplied as an amendment to this application. The tenta- 
tive agreement further contemplates that the underwriting fee to be paid per 
share by the Applicant on the entire issuance will not exceed a maximum amount 
of $.87 per share (1.74% of the $50 par value of said shares). 

The Applicant requests that the proposed issuance and sale of preferred stock 
be exempted from the competitive bidding requirements of Sections 34.1a (b) 
and (c) of the Commission’s General Rules and Regulations upon findings as 
referred to in Section 34.1a (a) 4 thereof. 

Applicant proposes to issue the $8,000,000, principal amount, of first mortgage 
bonds, series due 1984, under its Indenture of Mortgage dated as of October 1, 
1948, to The International Trust Company and Leo A. Steinhardt, Trustees 
(Elmer W. Johnson, successor Individual Trustee), as heretofore supplemented, 
and as to be further supplemented by a Sixth Supplemental Indenture to be dated 
as of May 1, 1954. 

Applicant proposes on or about May 17, 1954, to invite bids for the purchase of 
the proposed issuance of $8,000,000, principal amount, of first mortgage bonds by 
hewspaper publication and through distribution of a form of bid together with 
a statement of terms and conditions relating to the bids. 

All bids must be in writing and shall specify (1) the coupon rate of the bonds 
which shall be a multiple of % of 1%, (2) the price (exclusive of accrued in- 
terest) to be paid to the Applicant for the proposed issuance of first mortgage 
bonds, which shall not be less than 9814% of the principal amount thereof, and 
(3) that the accrued interest on said bonds from May 1, 1954, to the date of 
payment therefor and delivery thereof will be paid to the Applicant by the pur- 
chaser. 

In addition, every bid, whether from a single bidder or group of bidders, must 
be for the purchase of all of the 1984 series bonds to be sold and must be accom- 


*Supplemental order issued May 26, 1954, infra, p. 1081. 
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panied by a certified or bank cashier’s check or checks in the aggregate amount 
of $400,000 (5% of the principal amount of the proposed $8,000,000 issuance). 

All bids must be presented to the Applicant before 10: 00 a. m. California time, 
May 25, 1954, unless postponed. Unless the Applicant shall reject all bids 
(which it reserves the privilege so to do), or exclude a bid or bids for reasons 
specified in the statement of terms and conditions, it will accept the bid for the 
proposed issuance of bonds which provides the lowest cost of money to it, 

The application states that the total proceeds from the proposed issuance of 
preferred stock and first mortgage bonds estimated to be $13,145,400 will be 
used, together with funds derived from operations, to redeem $8,000,000, prin- 
cipal amount, of Applicant’s outstanding 374% first mortgage bonds, series due 
1983, at a call price of 104.19% of the principal amount thereof, plus accrued 
interest to the date of redemption; to redeem 60,000 shares of Applicant’s out- 
standing $2.50 cumulative preferred stock (par value $50 per share), at a call 
price of $53 per share, plus accrued dividends to the date of redemption; and to 
redeem 38,800 shares of Applicant’s outstanding $2.50 sinking fund cumulative 
preferred stock (par value $50 per share), at a call price of $51.50 per share, 
plus accrued dividends to the date of redemption. 

The application shows that the call premiums and expenses incident to re- 
demption of the aforementioned shares of Applicant’s outstanding preferred 
stock will be charged to its earned surplus. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, and to the Public Service Commission of Nevada and to 
the Governor of each of those States. Notice has also been given by publication 
in the Federal Register on April 21, 1954 (19 F. R. 2328-2329), stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before May 4, 1954. No protest, 
petition or request to be heard in opposition to the granting of the application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued January 
16, 1952, In the Matter of California Electric Power Company, Docket No. E- 
6397. 

(2) The proposed issuance and sale of preferred stock and first mortgage 
bonds, described above, will constitute issuances of securities within the purview 
of Section 204 of the Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a state commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance of preferred stock and 
first mortgage bonds are, therefore, not exempt by virtue of that section from 
the requirements of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders or through ownership of securities or otherwise between the Appli- 
cant and Merrill, Lynch, Pierce, Fenner and Beane with whom Applicant has 
been negotiating for purchase of the proposed issuance of preferred stock. 

(5) Under the circumstances of the case, sufficient cause has been shown for 
exempting the proposed issuance of preferred stock from the competitive bidding 
requirements of Section 34.la (b) and (c) of the Commission’s Rules. 

(6) The proposed issuance of preferred stock and first mortgage bonds as 
hereinafter authorized will be for a lawful object, within the corporate purposes 
of Applicant and compatible with the public interest, which is appropriate for 
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and consistent with the proper performance of service by Applicant as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(7) It is necessary and appropriate to carry out the provisions of the Act 
to order that Applicant account for the total amount of call premium proposed 
to be paid and expense to be incurred in connection with the redemption of its 
outstanding 3%% first mortgage bonds, series due 1983, $2.50 cumulative pre- 
ferred stock and $2.50 sinking fund cumulative preferred stock, described above, 
in the manner as hereinafter provided. 

(8) The period of public notice given in this matter is reasonable. 

The Commission orders : 

(A) The proposed issuance and sale of 105,000 shares of preferred stock, 
as described above, upon the terms and conditions and for the purposes specified 
in the application, be and the same hereby are authorized, subject to the provi- 
sions of this order. 

(B) The proposed issuance and sale of 105,000 shares of preferred stock as 
described above, shall not be consummated until: 

(i) Applicant shall have amended its application by filing with the Commis- 
sion a verified copy of the underwriting agreement as executed. 

(ii) The Commission shall have approved the price per share of stock to be 
received by the Applicant, the dividend rate to be paid and the fees to be paid 
to the underwriter. 

(C) The proposed issuance and sale of 105,000 shares of preferred stock, as 
described above, hereby are exempted from the competitive bidding requirements 
of Sections 34.1la (b) and (c) of the Commission’s Rules. 

(D) The proposed issuance and sale of $8,000,000 principal amount, of first 
mortgage bonds, as described above, upon the terms and conditions, and for the 
purposes specified in the application, be and the same hereby are authorized, 
subject to the provisions of this order. 

(E) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and Section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 
Applicant for the first mortgage bonds and the interest rate thereof, by a further 
order. 

(F) These authorizations shall expire unless the transactions hereby author- 
ized are consummated within 60 days from the date of issuance of this order. 

(G) Applicant shall charge to Account 271, Earned Surplus, the amount of call 
premium and expense (estimated to be $241,200) incident to the redemption of 
its 60,000 shares of $2.50 cumulative preferred stock and 38,800 shares of $2.50 
sinking fund preferred stock; and of the total call premium and expense (esti- 
mated at $358,203) incident to the redemption of its $8,000,000 first mortgage 
bonds, due 1983, the amount of the tax savings (estimated at $186,266) from the 
redemption shall be charged to Account 537, Miscellaneous Amortization, and the 
balance of the call premium and expense (estimated at $171,937) shall be amor- 
tized over a period ending December 31, 1959, by equal annual charges to Ac- 
count 531, Amortization of Debt Discount and Expense. 
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(H) The foregoing authorizations are without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Smith not participating. 


Supplemental order authorizing issuance of first mortgage bonds 
Iowa Publie Service Co. 
Docket No. E-6558 
May 11, 1954 


By order issued April 29, 1954, 13 F. P. C. 990, in the above entitled matter, 
the Commission authorized Iowa Public Service Company (Applicant) to issue 
and sell through competitive bidding $7,500,000, principal amount, of first 
mortgage bonds, series due 1984, subject to the provisions, among others, as set 
forth in paragraph (C) of that order reading as follows: 


(C) The proposed issuance and sale of first mortgage bonds at competi- 
tive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and Section 34.2 (k) (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegram as contemplated by Section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have approved the price to be 
received by the Applicant for the first mortgage bonds and the interest rate 
thereof. 


Applicant on May 10, 1954, filed an amendment pursuant to the aforementioned 
requirements of the Commission’s order issued April 29, 1954, setting forth, 
among other things, that it proposes to accept, as providing the lowest cost of 
money to it, the bid of Halsey, Stuart & Co., Inc. to purchase the proposed is- 
suance of $7,500,000, principal amount, of first mortgage bonds for the price of 
97.8591 with an interest rate of 3% per annum. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the aforementioned re- 
quirements of paragraph (C) of the Commission’s order issued April 29, 1954, 
in the above docket, and under the bid it proposes to accept for purchase of the 
proposed issuance of first mortgage bonds, the price to be received by the Ap- 
plicant for the first mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest. which is appro- 
priate for and consistent with the prover performance by the Applicant of service 
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as a public utility and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds 
and the interest rate thereof, under the bid referred to above, are approved as 
reasonable. 

(B) The proposed issuance and sale of first mortgage bonds, referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby 
are authorized, subject only to the provisions of paragraphs (D), (E) and (F) 
of the Commission’s order issued April 29, 1954, in this matter. 


Order authorizing merger or consolidation of facilities and issuance of securities 
Pacific Power & Light Company and Mountain States Power Company 
Docket No. E-6547 
May 13, 1954 


Pacific Power & Light Company (Pacific Power), incorporated under the laws 
of the State of Maine, and qualified to do business as a foreign corporation in 
the States of Oregon, Washington, Montana, Wyoming and Idaho, with its 
principal place of business at Portland, Oregon, and Mountain States Power 
Company (Mountain States), incorporated under the laws of the State of Del- 
aware, and qualified to do business as a foreign corporation in the States of 
Oregon, Wyoming, Montana and Idaho, with its principal place of business at 
Albany, Oregon, by joint application filed February 15, 1954, as amended April 
5, 15, 23, and 28, 1954, and May 3, and 7, 1954, seek authorization, pursuant to 
the provisions of Sections 203 and 204 of the Federal Power Act, to merge or 
consolidate the whole of their respective facilities, with Pacific Power thereafter 
to continue as the surviving corporation, and authorization for the issuance by 
Pacific Power, as the surviving corporation, of additional securities to effect 
the proposed merger or consolidation. 

The proposed merger or consolidation of all of the facilities of Pacific Power, 
which is presently engaged in furnishing electric service to the public in the 
States of Oregon and Washington, with all of the facilities of Mountain States, 
which is presently engaged in furnishing electric service to the public in the 
States of Oregon, Idaho, Montana and Wyoming, is to be carried out in accord- 
ance with the terms of an agreement and act of merger between the two com- 
panies, dated January 8, 1954. 

According to the terms of a stock conversion plan embodied in that agreement 
Pacific Power, as the surviving corporation, proposes to issue to the holders 
of Mountain States’ presently outstanding 72,993 shares of 5% prefered stock 
(par value $50 per share),’ in exchange for every two shares of said stock held, 
one share of its 5% preferred stock (par value $100 per share), amounting, in 
the aggregate, to a total proposed issuance of 36,496 shares.* Pacific Power, as 
the surviving corporation, further proposes (a) to issue to the holders of its 
presently outstanding 2,204,278 shares of no par value common stock,’ in exchange 


1 Constitutes all of Mountain States’ presently issued and outstanding Preferred Stock. 

2 Pacific Power presently has 90,036 shares of issued and outstanding 5% preferred 
stock (par value $100 per share). 

* Constitutes all of Pacific Powers’ presently issued and outstanding common stock. 
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for every share of said stock held, one share of a proposed new series of common 
stock (par value $6.50 per share), and (b) to issue to the holders of Mountain 
States’ presently outstanding 1,250,000 shares of common stock (par value $7.25 
per share‘), in exchange for every share of said stock held, nine-tenths of a 
share of the proposed new series of common stock (par value $6.50 per share), 
amounting, in the aggregate, to a total proposed issuance of 3,329,278 shares. 
The stock conversion plan embodied in the agreement of merger also provides for 
the purchase and sale through specified agents of any fractional shares that 
may result from the proposed conversion inasmuch as no fractional shares will 
be issued. Under the merger agreement any stockholder of either constituent 
company may receive the value of their shares in cash in lieu of remaining as a 
stockholder in the surviving corporation. 

The application states that the basis of the merger agreement was arrived at 
after arms-length negotiations between the respective managements of Pacific 
Power and Mountain States in which each took into account all pertinent and 
material factors. The application indicates that, among others, the matters 
considered were the respective rights and relative class positions of all stock- 
holders of the constituent companies, the respective rights and relative class 
positions of all holders of debt securities in both companies, the customers and 
employees of both as well as the general public in the areas served by each. 

The application states that upon consummation of the proposed merger 
Pacific Power, as the surviving corporation, will succeed and be subject to all 
rights, privileges, powers, liabilities, restrictions and duties of each constituent 
corporation. Included within the liabilities of Mountain States to be assumed 
are $24,540,000 principal amount of first mortgage bonds and other indebtedness 
maturing more than one year from the date of issue. 

The application further states that upon consummation of the proposed merger 
Pacific Power, as the surviving corporation, proposes to use the facilities of the 
constituent corporations for the same purposes for which they are presently 
being used. 

The application indicates that the respective properties of Pacific Power and 
Mountain States are entered in the accounts of those companies at the original 
cost thereof and the proposed merger will not result in the creation of acquisition 
adjustments. The original cost as of December 31, 1953, of the facilities of 
Pacific Power is stated to be $129,158,045 with an applicable reserve for depreci- 
ation of $16,755,081 and of Mountain States is stated to be $52,300,307 with an 
applicable reserve for depreciation of $9,321,392. 

The application sets forth that the proposed merger or consolidation will be 
in the public interest because it will result in a merged enterprise both larger 
and financially stronger than either constituent company operating independ- 
ently and which should thereafter be better able to render service to the public 
in the areas concerned. Furthermore that savings in power costs should accrue 
from the combination of the diversity of resources and loads on the respective 
systems of the two constituent companies and the regrouping or elimination of 
duplicated or overlapping functions and activities should result in savings in 
operating costs. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Public Service Commission of Washington, the Public 
Service Commission of Wyoming, the Public Utilities Commission of Idaho and 
the Board of Railroad Commissioners of Montana and to the Governor of each 
of those states. Notice has also been given by publication in the Federal Register 
on February 25, 1954 (19 F. R. 1075), stating that any person desiring to be heard 


*Constitutes all of Mountain States’ presently issued and outstanding common stock. 
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or to make any protest with reference to the application should file a petition or 
protest on or before March 10, 1954. 

By letter filed March 5, 1954, Mr. P. C. Mohrman of Woodhaven, New York, 
protested against the proposed exchange of Mountain States’ 5% preferred stock 
(par value $50 per share) for 5% preferred stock (par value $100 per share) of 
Pacific Power, as the surviving corporation. Mr. Mohrman, a stockholder of 
Mountain States’ 5% preferred stock (par value $50 per share), alleged, among 
other things, “the proposed terms of exchange for preferred stock of Mountain 
States substantially dilute both the asset and earnings position of present 
Mountain States preferred stockholders.” 

A copy of Mr. Mohrman’s protest was served upon both Pacific Power and 
Mountain States. Both companies responded concerning the bases of the proposed 
merger agreement, generally, as heretofore recited and Pacific Power pointed out 
that had the protestant’s calculations of dividend coverage been made on the 
basis of the merged company instead of on the basis of Pacific Power before the 
merger, as he did, it would be apparent that the dividend coverage and the 
proportion of capitalization represented by common equity was adequate. 

No other protest or petition or request to be heard in opposition to the grant- 
ing of the application has been received. 

The proposed merger or consolidation of Pacific Power and Mountain States 
was approved by the Public Utilities Commissioner of Oregon by order entered 
April 14, 1954, and by the Public Service Commission of Idaho by order dated 
April 30, 1954, and by the Public Utilities Commission of Idaho by order dated 
May 5, 1954. 

Pacific Power was authorized by the Public Service Commission of Washington 
by order dated April 22, 1954, to issue certain additional securities to effect the 
proposed merger or consolidation with Mountain States. 

The Commission finds: 

(1) Pacific Power is a corporation organized and existing under the laws of 
the State of Maine. It owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between the 
States of Oregon and Washington and consumed at points outside of the state in 
which generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy, facilities used in local dis- 
tribution or only for the transmission of electric energy in intrastate commerce, 
or facilities for the transmission of electric energy consumed wholly by the trans- 
mitter and Pacific Power is, therefore, a public utility within the meaning of 
that term as used in Sections 203 and 204 of the Federal Power Act. 

(2) Mountain States is a corporation organized and existing under the laws of 
the State of Delaware. It owns and operates facilities, among others, for the 
transmission of electric energy which is transmitted between the States of 
Wyoming and Montana and consumed at points outside of the state in which 
generated, all of which facilities are in addition to and do not include facilities 
used for the generation of electric energy, facilities used in local distribution or 
only for the transmission of electric energy in intrastate commerce, or facilities 
for the transmission of electric energy consumed wholly by the transmitter and 
Mountain States is, therefore, a public utility within the meaning of that term 
as used in Section 203 of the Federal Power Act. 

(3) By the proposed transaction Pacific Power and Mountain States will, 
within the meaning of Section 203 of the Act, merge or consolidate the whole of 
their respective facilities subject to the jurisdiction of the Commission. 

(4) The proposed merger or consolidation of the respective facilities of Pa- 
cific Power and Mountain States will be consistent with the public interest as ex- 
pressed in the Act. 





ORDERS 1037 


(5) The proposed issuance of 36,496 shares of 5% preferred stock (par value 
$100 per share), and 3,329,278 shares of common stock (par value $6.50 per 
share), by Pacific Power, all as above described, will constitute issuances of se- 
curities within the purview of Section 204 of the Act. 

(6) The proposed assumption of $24,540,000, principal amount, of first mortgage 
bonds and other indebtedness of Mountain States maturing more than one year 
from the date of issue by Pacific Power, all as above described, will constitute an 
assumption of liability in respect of securities of another person within the pur- 
view of Section 204 of the Act. 

(7) Pacific Power is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of preferred stock 
and common stock, referred to in finding (5) above, and the proposed assump- 
tion of liability in respect of securities of Mountain States, referred to in finding 
(6) above, are therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(8) The proposed issuance of preferred stock and common stock, referred to in 
finding (5) above, and the proposed assumption of liability in respect of securi- 
ties of Mountain States, referred to in finding (6) above, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of Pacific Power 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Pacific Power of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably ap- 
propriate for such purposes. 

(9) The protest filed March 5, 1954, by P. C. Mohrman, of Woodhaven, New 
York is without merit. 

(10) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed merger or consolidation of the respective facilities of Pa- 
cific Power and Mountain States and the proposed issuance of preferred stock 
and common stock by Pacific Power and the proposed assumption of liability in 
respect of securities of Mountain States, all as above-described, be and the same 
hereby are authorized and approved upon the terms and conditions as set forth 
in the application subject to the provisions of this order. 

(B) Pacific Power, as the surviving corporation, shall record the respective 
electric facilities and properties of the constituent corporation, as described 
above, as provided in the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioner Doty not participating. 
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Supplemental order authorizing issuance of sinking fund debentures 
The Montana Power Co. 
Docket No. E-6557 


May 13, 1954 


By order issued April 27, 1954, 13 F. P. C. 1022, in the above entitled matter, 
the Commission authorized The Montana Power Company (Applicant) to issue 
and sell through competitive bidding $18,000,000, principal amount, of sinking 
fund debentures, due 1979, subject to, among other things, certain provisions set 
forth in paragraph (B) of that order, reading in its here pertinent parts as 
follows: 

(B) The proposed issuance and sale of * * * sinking fund debentures at 
competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s Rules relating to compli- 
ance with competitive bidding requirements and section 34.2 (k) (4) of the 
Rules, relating to affiliation, and shall have either filed such amendment or 
shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the Rules. 


* * * * * 


(iv) The Commission shall have approved the price to be received by 
Applicant for the sinking fund debentures and the interest rate thereof. 

Applicant on May 12, 1954, filed an amendment pursuant to the aforementioned 
requirements of the Commission’s order issued April 27, 1954, setting forth, 
among other things, that it proposes to accept, as providing the lowest cost of 
money to it, the bid of Lehman Brothers to purchase the proposed issuance of 
$18,000,000, principal amount, of sinking fund debentures for the price of 101.059 
with an interest rate of 314% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the aforementioned require- 
ments of paragraph (B) of the Commission’s order issued April 27, 1954, in the 
above docket, and under the bid it proposes to accept for purchase of the pro- 
posed issuance of sinking fund debentures the price to be received by the Appli- 
cant for the sinking fund debentures and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of sinking fund debentures as hereinafter 
authorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest, which is appro- 
priate for and consistent with the proper performance by the Applicant of 
service as a public utility and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by Applicant for the sinking fund debentures 
and the interest rate thereof, under the bid referred to above, are approved as 
reasonable. 


1 By that order Applicant was also conditionally authorized to issue and sell through 
competitive bidding $6,000,000, principal amount, of first mortgage bonds series due 1984, 
and 60,000 shares of no par value cumulative preferred stock. By Commission order issued 
May 5, 1954, in the above docket, Applicant was authorized to consummate the issuance 
and sale of said bonds and stock. 





ORDERS 1039 


(B) The proposed issuance and sale of sinking fund debentures, referred 
to above, wpon the terms and conditions and for the purposes specified in the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (C), 
(D) and (E) of the Commission’s order issued April 27, 1954, in this matter. 

Commissioner Doty not participating. 


Order denying motion for discharge of obligation under bond 
South Carolina Natural Gas Co. 
Docket No. G—1961 
May 13, 1954 


On April 19, 1954, South Carolina Natural Gas Company (Applicant) filed a 
motion for discharge of a surety bond filed by Applicant pursuant to the order 
of the Commission issued October 9, 1953, 12 F. P. C. 1286, in this proceeding. 

In support of its motion, South Carolina states it is now exempt from the 
jurisdiction of the Commission by virtue of Public Law 323, 83d Cong., 2d 
Sess. (Hinshaw Bill). 

The order issued October 9, 1953, amended on motion of Applicant, a previous 
order to permit Applicant to pass on a 4-cent per Mcf increase which Applicant 
was required to pay to Southern Natural Gas Company, pursuant to Southern 
Natural’s system-wide rate increase proposed at Docket No. G-—2141. The 
order issued October 9, 1953 in this proceeding provided, inter alia, that Appli- 
cant would file a surety bond undertaking to refund with interest at six percent 
per annum, to those entitled thereto, any portion of the 4-cent increase applicable 
to Southern Natural’s resale rates to Applicant as might be disallowed in Docket 
No. G—2141; and to file promptly upon final order of the Commission in Docket 
No. G—2141 new or revised rate schedules reflecting any reductions in Southern 
Natural’s rates to Applicant. 

Applicant has filed the increased rates permitted by the order of October 9, 
1953, together with the surety bond. 

By order issued March 18, 1954, in Docket No. G—2141, 13 F. P. C. 894, the Com- 
mission approved a settlement and final disposition of Southern Natural's rate 
increase in that proceeding by reducing the proposed 4-cent per Mcf increase 
by 0.646 cents per Mcf, effective as of September 2, 1953, and providing for refunds 
of such excess. Table B to the order issued March 18, 1954 at Docket No. 
G-2141 indicates that for the period from September 2, 1953, to February 28, 
1954, the amount of refund to Applicant from Southern Natural is approxi- 
mately $10,111. 

On April 2, 1954, Southern Natural filed the agreed-upon rates reflecting the 
reduction of 0.646 cents per Mcf. 

Applicant was represented in the settlement proceedings in Docket No. G—2141 
and concurred in the settlement. 

Though Applicant was required to file its new or revised rate schedules promptly 
upon final order of the Commission in Docket No. G-—2141, it has not done so. 
South Carolina is not legally or equitably entitled to that portion of the increase 
which was disallowed in Docket No. G—2141, and such excess should be refunded 
when it is received by Applicant from Southern Natural. Further, South Car- 
olina must reflect the current reduction in Southern Natural’s rates to it by 
filing revised rate schedules. 





1040 FEDERAL POWER COMMISSION 


In the alternative, Applicant requests that it be permitted to file a corporate 
undertaking in lieu of the surety bond. If Applicant promptly makes a new 
rate filing and makes appropriate refunds, all pursuant to its obligation, the 
bond will terminate by its own terms. 

The Commission finds: 

It would not be appropriate nor in the public interest to discharge South Car- 
olina Natural Gas Company and its surety from the bond filed pursuant to the 
order of the Commission issued October 9, 1953, in this proceeding, nor to permit 
the substitution of a corporate undertaking in lieu of the surety bond. 

The Commission orders: 

The motion for discharge of obligation under surety bond filed by South Car- 
olina Natural Gas Company on April 19, 1954, in this proceeding be and the same 
is hereby denied. 

Commissioner Doty not participating. 


Order approving proposed settlement and making effective tariff provistons 
United Fuel Gas Co. 
Docket No. G—-2274 


May 18, 1954 


This is a rate proceeding arising from a rate increase filed by United Fuel Gas 
Company (United Fuel) on September 14, 1953, to pass on to its customers a 
rate increase proposed by its principal supplier, Tennessee Gas Transmission 
Company. The record herein is before us for consideration of a proposed settle- 
ment as stated on the record by Commission Staff Counsel in open hearing and 
as agreed to by all parties to the proceeding then present. Upon consideration 
of the record we approve the terms of the proposed settlement and prescribe the 
agreed-upon rates to be effective as of March 1, 1954, subject to the terms and 
conditions as hereinafter set forth. 

On February 26, 1954, United Fuel filed Third Revised Sheets Nos. 12 and 183, 
and Original Sheets Nos. 15-B and 15-C to its FPC Gas Tariff, Third Revised 
Volume No. 1, which the Commission permitted to be substituted for the sheets 
previously filed and suspended. The proposed rate increase, as amended by the 
filing of February 26, 1954, would have resulted in increased revenues of about 
$2,629,000 based on sales for the year 1953. Pursuant to Commission order, the 
increased rates were made effective on March 1, 1954, under an undertaking 
to refund such amounts as the Commission should find not justified. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates on March 29, 1954. After the presentation of United Fuel’s direct 
case the hearing was recessed. The hearing was reconvened on April 20, 1954, 
and recessed until April 27, 1954, in order to allow informal discussions of the 
matters involved, in an effort to reach a settlement satisfactory to all parties. 
On April 27, 1954, final agreement was reached and set forth in the record by the 
parties to the proceeding as to the total rate increase to which United Fuel was 
entitled, and the rates to be observed by United Fuel under its rate schedules, 
with certain conditions under which the settlement was acceptable to the parties. 

The net investment rate base of $99,324,160 was developed in the record and 
agreed to by the parties based on 1953 as a test year. Operations for the year 
1953, as adjusted, resulted in a cost of service for interstate wholesale sales of 
$60,865,358 based on a 614% rate of return. Federal income taxes have been 
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computed on the assumption that the corporate tax rate of 52 percent will be 
continued, and that there will be a tax saving from the filing of a consolidated 
return of 10%. Revenues for the year 1953 under the rates prescribed by the 
Commission in Docket No. G—2055 would have been $59,959,261, indicating a 
deficiency under such rates of $906,097. On the basis of this cost of service and 
deficiency in revenues, the parties to the proceeding concluded that reasonable 
rates would be as follows: 


GS Rate Schedule LS Rate Schedule 
Demand Charge Demand Charge 
Commodity Charge 22. 97¢ Commodity Charge 


As a preface to the consideration of settlement in this case, United Fuel had 
indicated to the parties that it expected to file for a further rate increase on or 
about May 1, 1954, which it would seek to make effective not later than November 
1, 1954. Therefore, the matters here under consideration relate only to an in- 
terim period. 

It was agreed that tariff sheets identical in form with those prescribed in 
the order accepting the settlement in Docket No. G-2055, should be made ef- 
fective as of March 1, 1954, and that United Fuel would refund money collected 
in excess of the agreed rates. It was further agreed that if the corporate Fed- 
eral income tax rate should be fixed at less than 52% during the effective period 
of the rates agreed to in this proceeding, or if United Fuel should receive refunds 
from its supplier, Tennessee Gas Transmission Company, in connection with 
Docket No. G—2052 or G—2252, United Fuel will make appropriate refunds to its 
customers. 

At the conclusion of the hearing, Staff Counsel made a motion, to which there 
was no objection, that the proposed settlement be certified to the Commission 
for its consideration. Inasmuch as a Presiding Examiner has no authority to 
dispose of such a motion, which involves a final determination of the proceed- 
ings, the entire matter is before us for disposition. General Rules and Regula- 
tions, Section 1.27 (b) (7). Upon consideration of the record, we approve the 
terms of the proposed settlement, and shall make effective the rates therein 
stated. 

The Commission finds: 

(1) The proposed settlement of this proceeding on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, and as agreed 
to by all parties on the record in this proceeding, is reasonable and in the public 
interest in carrying out the provisions of the Natural Gas Act and should be 
approved and made effective as hereinafter provided and ordered. 

(2) Rates and charges as contained in Third Revised Sheets Nos. 12 and 13, 
Second Revised Sheets Nos. 14 and 15, and Original Sheets Nos. 15-B and 15—-C 
of United Fuel’s FPC Gas Tariff, Third Revised Volume No. 1, are not just, 
reasonable or lawful under the terms and provisions of the Natural Gas Act 
and should be disallowed as hereinafter provided and ordered. 

(3) The rates, charges, and tariff provisions contained in the appendix at- 
tached hereto, as hereinafter made effective, are just and reasonable and provide 
the proper basis for the computation of refunds by United Fuel on and after 
March 1, 1954. 

The Commission orders: 

(A) The increased rates and charges and the tariff provisions for fhe sale 
of natural gas for resale contained in Third Revised Sheets Nos. 12 and 13, 
Second Revised Sheets Nos. 14 and 15, and Original Sheets Nos. 15-B and 15-C 
of United Fuel’s FPC Gas Tariff, Third Revised Volume No. 1, are hereby dis- 
allowed and said sheets are hereby cancelled. 
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(B) Fourth Revised Sheets Nos. 12 and 13 and Third Revised Sheets Nos. 
14 and 15, attached hereto and made a part hereof by reference, are hereby 
made effective as the lawful rates and charges to be observed and in force from 
and after March 1, 1954, for the sales by United Fuel of natural gas in inter- 
state commerce for resale and will be inserted by the Secretary of the Commis- 
sion in United Fuel’s FPC Gas Tariff, Third Revised Volume No. 1. 

(C) Within 80 days from the date of issuance of this order, United Fuel 
shall refund to its respective utility customers, to which it sells natural gas in 
interstate commerce, the difference between the amounts charged by it under 
Third Revised Sheets Nos. 12 and 13, Second Revised Sheets Nos. 14 and 15, 
and Original Sheets Nos. 15-A and 15-B, which are hereby disallowed, and the 
amounts as computed under the rates hereby made effective, together with in- 
terest on such refunds at the rate of 6% per annum, from the date of payment 
to United Fuel to the date of repayment by it to each of such customers. United 
Fuel shall bear all costs incidental to the making of such refunds. 

(D) Within 45 days from the date of issuance of this order, United Fuel shall 
report in writing and under oath to the Commission the amount of refunds to 
each customer with a detailed statement showing the method of calculation of 
such refunds, and shall serve a copy of such report upon each customer served 
under its FPC Gas Tariff, Third Revised Volume No. 1. 

(E) In the event that the actual corporate Federal income tax rate applicable 
to the period from and after March 1, 1954, until the rates herein prescribed are 
superseded, is fixed at less than the rate of 52%, United Fuel shall file revised 
rate schedules to reflect such decrease and shall make appropriate refunds upon 
an equitable basis from revenues collected under the rates hereby made effective. 

(F) If United Fuel receives any refunds from Tennessee Gas Transmission 
Company in connection with the proceedings in Docket No. G—-2052 and G-—2252, 
which may constitute a portion of the amounts refunded by United Gas Pipe Line 
Company to Tennessee Gas Transmission Company, United Fuel shall make 
appropriate refunds to its customers. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereafter instituted by or against United Fuel or any other companies 
or persons. 

Commissioner Doty not participating. 


APPENDIX 
UNITED Fuet GAs COMPANY 
FPC Gas Tariff 
THIRD REVISED VOLUME NO. 1 


Fourth Revised Sheet No. 12 
First Revised Sheet No. 12 
Third Revised Sheet No. 12 


Superseding 


RATE SCHEDULE GS-1 


GENERAL SERVICE 
1. AVAILABILITY 


This Rate Schedule is available to any buyer (hereinafter called Buyer) for 
the purchase from United Fuel Gas Company (hereinafter called Seller) of 
natural gas for resale including gas used by Buyer in its gas operations. 
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(a) When Buyer’s pipeline or distribution system connects with Seller’s trans- 
mission pipelines; and 

(b) when Buyer has executed a Service Agreement with Seller wherein 
Buyer agrees to purchase from Seller natural gas up to the Delivery Obligation. 


This Rate Schedule is not available for the purchase from Seller of natural gas: 
(i) to be used by Buyer as boiler fuel in an amount exceeding five hundred 
(500) Mcf per day, or 
(ii) for resale for consumption as boiler fuel in an amount exceeding five 
hundred (500) Mcf per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 

This Rate Schedule applies to all firm gas delivered by Seller to Buyer. Nat- 
ural gas delivered by Seller to Buyer under this Rate Schedule shall be firm 
and shall not be subject to curtailment or interruption except as provided in 
Sections 7, 11 and 12 of the General Terms and Conditions. 
3. RATE 


Monthly Demand Charge: $1.27 per Mef of Billing Demand. 
Effective: March 1, 1954 


Fourth Revised Sheet No. 13 

| First Revised Sheet No. 13 
Superseding{ Third Revised Sheet No. 13 

Second Revised Sheet Nos. 14, 15 


Commodity Charge: $22.97 per Mcf for all gas delivered. 


4. MINIMUM MONTHLY BILL 

The demand charge for the month. 

5. DETERMINATION OF BILLING DEMAND 

The Billing Demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the 
previous 11 months. Average daily demand shall be determined as the volume 
of gas delivered during any billing month divided by the number of days in such 
month. 

In the event of an abnormal loss of gas due to a break in Buyer's facilities, 
the natural gas so lost shall not be included in determining the Billing Demand; 
provided, Buyer furnishes Seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was not due to Buyer’s negligence. 
6. HEAT CONTENT 

Refer to Section 3 of the General Terms and Conditions. 

7. MEASUREMENT BASE 

Refer to Section 2 of the General Terms and Conditions. 
8. GENERAL TERMS AND CONDITIONS 

All the General Terms and Conditions, except Sections 1.6 and 10, are appli- 
cable to this Rate Schedule and are hereby made a part hereof. 

Effective: March 1, 1954 


Third Revised Sheet No. 14 


‘First Revised Sheet No. 14 


Superseding | Original Sheet No. 15b 
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Rate ScHEDULE LS-1 


LIMITED SERVICE 
1. AVAILABILITY 


This Rate Schedule is available to any buyer (hereinafter called Buyer) for 
the purchase from United Fuel Gas Company (hereinafter called Seller) of 
natural gas for resale including gas used by Buyer in its gas operations; pro- 
vided Buyer has other supply sources, including deliverability from storage 
and own production, of not less than Seller’s Delivery Obligation to Buyer: 

(a) when Buyer’s pipe line or distribution system connects with Seller’s 
transmission pipe lines; and 

(b) when Buyer has executed a Service Agreement with Seller wherein Buyer 
agrees to purchase from Seller natural gas up to the Delivery Obligation. 

This Rate Schedule is not available for the purchase from Seller of natural gas: 

(i) to be used by Buyer as boiler fuel in an amount exceeding five hundred 
(500) Mcf per day, or 

(ii) for resale for consumption as boiler fuel in an amount exceeding five 
hundred (500) Mcf per day by any one ultimate consumer. 


2. APPLICABILITY AND CHARACTER OF SERVICE 
This rate schedule applies to all gas delivered by Seller to Buyer. Natural 
gas delivered by Seller to Buyer under this Rate Schedule shall be firm and shall 
not be subject to curtailment or interruption except as provided in Sections 7, 11 
and 12 of the General Terms and Conditions or as may be required to supply the 
maximum daily sales requirements of both Seller and Buyer. 
3. RATE 
Monthly Demand Charge: $1.27 per Mcf of Billing Demand. 
Effective: March 1, 1954 
Third Revised Sheet No. 15 
{ First Revised Sheet No. 15 
| Original Sheet No. 15c 
Commodity Charge: 21.97 per Mcf for all gas delivered. 
4. MINIMUM MONTHLY BILL 
The demand charge for the month. 


5. DETERMINATION OF BILLING DEMAND 


The Billing Demand for the month shall be the average daily demand in the 
billing month, but not less than the maximum demand so established in the previ- 
ous 11 months. Averaged daily demand shall be determined as the volume of 
gas delivered during any billing month divided by the number of days in such 
month. 

In the event of an abnormal loss of gas due to a break in Buyer’s facilities, the 
natural gas so lost shall not be included in determining the Billing Demand; 
provided, Buyer furnishes Seller satisfactory evidence of the nature and volume 
of such abnormal loss and that such loss was not due to Buyer’s negligence. 


6. HEAT CONTENT 


Refer to Section 3 of the General Terms and Conditions. 
7. MEASUREMENT BASE 


Refer to Section 2 of the General Terms and Conditions, 
8. GENERAL TERMS AND CONDITIONS 


Superseding 


All the General Terms and Conditions, except Sections 1.6 and 10, are appli- 
cable to this Rate Schedule and are hereby made a part hereof. 
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Order modifying order issuing certificate of public convenience and necessity 


Southern Natural Gas Co. 
Docket No. G—1907 


May 14, 1954 


On April 27, 1954, Southern Natural Gas Company (Applicant) filed a petition 
to modify the order of the Commission issued May 4, 1953, 12 F. P. C. 516, as 
amended, affirming, with certain modifications not here material, the initial de 
cision of the Presiding Examiner issuing a certificate of public convenience and 
necessity in this proceeding. Applicant requests that it be authorized to install 
and operate new high compression cylinder heads on three of its compressor 
engines and new cylinders on its compressors at its Elmore Station in lieu of a 
7.74 mile section of its 18-inch loop line between Gallion Station and Elmore 
Station, and to substitute one 18-inch line across the Tallapoosa River on its 
South line in lieu of two 12%4-inch lines, all in Alabama. 

Applicant states that the new cylinder heads will supercharge and turbo-flow 
the three engines so that the rating on each will increase from 1000 H. P. to 1350 
H. P. or a total increase of 1050 H. P. It is stated that the same volume of gas 
will be discharged at Elmore after the change as with the loop line with a saving 
in construction costs. Applicant states since there are now three 12%4-inch lines 
crossing the Tallapoosa River, one additional 18-inch line, in lieu of the two 
authorized 12%4-inch lines, will be sufficient and save construction costs. 

It is stated that the changes here proposed will result in a saving of $269,905 
over present estimated costs for the 7.74 miles of 18-inch loop line, and $44,900 
over the present estimated cost of the two 12%-inch river crossing lines, or a 
total of $314,805. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend as herein ordered the order of the 
Commission issued May 4, 1953 affirming, as therein provided, the initial de- 
cision of the Presiding Examiner issuing a certificate of public convenience and 
necessity herein. 

The Commission orders: 

(A) The order of the Commission issued May 4, 1953, as amended, affirming, as 
therein provided, the initial decision of the Presiding Examiner issuing a cer- 
tificate of public convenience and necessity at Docket No. G—1907 be and the same 
is hereby amended authorizing the construction and operation of the proposed 
facilities in lieu of those previously authorized, all as hereinbefore described. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and neces- 
sity, except as heretofore and herein amended, shall remain in full force and 
effect. 

Commissioner Doty not participating. 
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Order modifying amendment of license (minor pert) 
Nevada Irrigation District 
Project No. 338 
May 14, 1954 


By order entered September 9, 1953, pursuant to application filed July 7, 1950, 
and amended May 4, 1953, the Commission further amended Nevada Irrigation 
District’s license for minor-part Project No. 338. The amendment of license was 
issued September 15, 1953, 12 F. P. C. 1217. 

On October 26, 1953, the licensee filed an application for modification of the 
said amendment of license to exclude therefrom all reference to the Fall Creek 
Siphon so that it will remain in the project and to exclude Articles 33 and 34. 

The applicant in its July 7, 1950, application for amendment of the license for 
the project stated that the wood stave pipe siphon crossing Fall Creek was in 
poor repair and needed replacement and rather than replace the pipeline it 
Planned to substitute a ditch around Fall Creek having a capacity of 250 c. f. s. 
In its October 26, 1953, application for modification of the amendment of license 
applicant states that the Fall Creek Siphon has recently been inspected by an ex- 
pert on wood stave pipe and given his opinion that the siphon has several years 
of useful life remaining with a minimum of maintenance and repair and states 
that the siphon should serve as an alternate means of conveying water across 
Fall Creek canyon, particularly while the new canal section is in its primary 
state of operation. 

Articles 33 and 34 were inserted in the amendment of license upon the recom- 
mendation of the Acting Secretary of the Interior for the protection of fish and 
wildlife pursuant to the filing of the July 7, 1950, application for amendment of 
license, which proposed the construction of a new dam at the Fall Creek diver- 
sion. However, the application as amended May 4, 1953, does not propose the 
modification or construction of a new dam at the Fall Creek division. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application for modification of the license 
amendment. 

The Commission finds: 

It is appropriate to modify the amendment of license as requested by the 
applicant by modifying finding (3), deleting finding (5), and modifying para- 
graphs (A), (B), and (C) thereof as hereinafter provided and also to incorpo- 
rate therein Exhibit K-6, Sheet 19 (FPC No. 338-51) which is superseded in part 
only by Exhibit K-6, Sheet 19A (FPC No. 338-82). 

The Commission orders: 

(A) The amendment of license issued September 15, 1953, for Project No. 338 
is modified as follows: 

(i) Finding (3): 

(3) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project: Exhibit K-4-1 Revised (FPC No. 338-78) ; Exhibit K-6, 
Sheet 3A (FPC No. 338-81), superseding in part Exhibit K-6, Sheets 2 and 3 
(FPC Nos. 338-35 and -36), and Exhibit L-7, Sheets 3 and 4 (FPC Nos. 338-15 
and -16), now part of the license; Exhibit K-6, Sheet 19A (FPC No. 338-82), 
superseding in part Exhibit K-6, Sheet 19 (FPC No. 338-51), now part of the 
license ; and Exhibit L-4-1 Revised (FPC No. 338-80). 

(ii) Finding (5) is hereby deleted. 
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(iii) Paragraph (A): 

(A) The exhibits specified in finding (3) above as having been filed as part of 
the application are approved as part of the license for the project. 

(iv) Paragraph (B): 

(B) The exhibits specified in finding (4) above be revised as specified in such 
finding and as so revised are approved as part of the license for the project. 

(v) Paragraph (C): 

(a) The first paragraph— 

(C) The license for Project No. 338, which was issued November 16, 1925, to 
Nevada Irrigation District and subsequently amended, is hereby further amended, 
effective as of January 1, 1953, to provide for the inclusion therein of Jackson 
Lake Dam and reservoir; the relocation of portions of the Bowman-Spaulding 
conduit between Sta. 54+43.5 and Sta. 85+81.1 and at Fall Creek; an increase 
in the area of lands of the United States occupied by the project and consequently 
an increase in the annual charge for recompensing the United States for the use, 
occupancy, and enjoyment of its lands; and the incorporation in the license of 
certain exhibits showing said changes; said amendment being: 

(b) PARAGRAPH I: 

(1) Exhibit K-6: 

Evhibit K-6: Sheets 1 to 19, inclusive (FPC Nos. 338-34 to -51, inclusive, and 
-57) Bowman-Spaulding Conduit (except that Sheet 15 is titled “Rucker Creek 
Tunnel—June 1925”): (Note: Sheet 15 is superseded by Sheet 16 insofar as 
features are shown differently on the two sheets.) Sheets 2 and 3 revised to 
exclude all reference to the Bowman-Spaulding Conduit between Sta. 54+43.5 
and Sta. 85+81.1; Sheet 3A (FPC No. 338-81) Bowman-Spaulding Conduit 
between Sta. 54+ 43.5 and Sta. 85+81.1; and Sheet 19A (FPC No. 338-82) Bow- 
man-Spaulding Conduit at Fall Creek. 

(2) Exhibit L-7: 

Exhibit L-7: Sheets 1 to 19, inclusive (FPC Nos. 338-13 to -31, inclusive) 
Bowman-Spaulding Conduit (except that sheet 16 is titled “Rucker Creek Tun- 
nel—June 1925”) ; Sheets 3 and 4 revised to exclude all reference to the Bowman- 
Spaulding Conduit between Sta. 54+43.5 and Sta. 85+81.1; and 

(c) PARAGRAPH III is hereby deleted. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
amendment of license, as modified. In acknowledgment of the acceptance of 
this amendment of license, as modified, it shall be signed for the Licensee and 
returned to the Commission within 60 days from the date of issuance of this 
order. 

Commissioner Doty not participating. 


Order dismissing application for amendment of license (major) 
The Washington Water Power Co. 
Project No. 621 
May 14, 1954 


Application was filed April 5, 1954, by The Washington Water Power Company, 
licensee for major Project No. 621, located on the Clearwater River in Nez Perce 
County, Idaho, for amendment of the license to include therein a proposed 110- 
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kilovolt transmission line, 30.7 miles in length, between a substation on the north 
side of the Town of Lewistown and a point in the Reubens-Craigmont Line about 
one-half mile south of Reubens. 

Upon consideration of the sources of energy to be transmitted over and the 
functions to be served by the proposed line, the Commission finds: 

The line is not part of a project within the meaning of Section 3 (11) of the 
Federal Power Act, and, therefore, is not within the licensing authority of the 
Commission and the application for amendment of license should be dismissed. 

The Commission orders: 

The aforesaid application for amendment of the license for Project No. 621 
is hereby dismissed. 

Commissioner Doty not participating. 


Order amending license (major) 
Robert William Phipps, John Wesley Phipps, and Stanley Lubell 
Project No. 1890 
May 14, 1954 


Application was filed June 20, 1952, by Robert William Phipps, John Wesley 
Phipps, and Stanley Lubell, licensees for major Project No. 1890, located on 
Milner Creek, a tributary of Owens River, in Mono County, California, and 
affecting public lands and lands of the United States within the Inyo National 
Forest, for amendment of the license to exclude therefrom the transmission 
line from the powerhouse to the mine substation. 

The applicants request that notations be made on Exhibit J, Sheet 5 (FPC 
No. 1890-1), and Exhibit K, Sheet 3 (FPC No. 1890-4), now part of the license 
to indicate that the transmission line to the mine substation has been removed. 

The effect of the amendment will be to decrease the length of 100-foot trans- 
mission-line right-of-way on lands of the United States from 7.83 miles to about 
3.71 miles and to decrease the annual charge for the use, occupancy, and enjoy- 
ment of such lands from $62.64 to $29.68. 

It appears that the transmission-line conductors and poles were removed dur- 
ing the summer of 1953. The Chief, Forest Service, acting for the Secretary 
of Agriculture, who has supervision over the Inyo National Forest, has reported 
that the national forest lands formerly occupied by the line have been restored 
to a satisfactory condition and an Assistant Secretary of the Interior, acting for 
the Secretary of the Interior, has reported that the public lands of the United 
States formerly occupied by the line have been restored to a satisfactory 
condition. 

The Commission finds: 

(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Inyo National Forest was created 
or acquired and will not alter any of the basic facts upon which the license 
was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) Exhibit J, Sheet 5 (FPC No. 1890-1), has been revised to reflect the 
exclusion of the transmission line as requested by the applicants, as has Exhibit 
K, Sheet 1 (FPC No. 1890-2), which also shows a portion of the line, and as 
revised they conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project. 
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(4) Exhibit K, Sheet 3 (FPC No. 1890—4), shows only the transmission line 
which has been removed and, therefore, should be eliminated from the license. 

The Commission orders: 

(A) Exhibit J, Sheet 5 (FPC No. 1890-1), and Exhibit K, Sheet 1 (FPC No. 
1890-2), as revised are approved as part of the license for the project. 

(B) Exhibit K, Sheet 3 (FPC No. 1890-4), is eliminated from the license for 
the project. 

(C) The license issued January 2, 1946, effective as of January 1, 1945, to 
Champion Sillimanite, Incorporated for Project No. 1890, transferred as of 
December 18, 1947, to Murray Dale Weaver and Lona Marie Weaver, and 
transferred effective as of June 12, 1951, to Robert William Phipps, John Wesley 
Phipps, and Stanley Lubell, is hereby amended, effective as of July 1, 1953, 
to provide for the exclusion of the transmission line from the powerhouse to 
the mine substation; a deerease in the length of transmission-line right-of-way 
on lands of the United States and consequently a decrease in the annual charge 
for the use, occupancy, and enjoyment of such lands; the incorporation in the 
license of certain exhibits revised to indicate the removal of the said transmis- 
sion line; and the elimination of Exhibit K, Sheet 3 (FPC No. 1890-4) ; said 
amendment being: 

PARAGRAPH I. Paragraphs A and B of Article 2 of the license as amended 
are further amended to read as follows: 

A. All lands constituting the project area and inclosed by the project boundary, 
the use and occupancy of which are or will be necessary or useful in the main- 
tenance and operation of the project, and on which are located the project 
works or to which are appurtenant the rights, easements, or interests necessary 
or useful for the purposes of the project; such project area and project bound- 
ary being more fully shown and described by certain exhibits which formed part 
of the application for license and which are designated and described as follows: 

Evhibit J: (FPC No. 1890-1) A map entitled “Power Project, Champion Silli- 
manite Inc., in Mono County, California, Index Map, August 1938”, revised to 
note the removal of the mine-transmission line. 

Evhibit K: (FPC Nos. 1890-2, -3, and -5) Detailed drawings of the project 
in 3 sheets dated August 1938. (FPC No. 1890-2) revised to note the removal of 
the portion of the mine-transmission line. 

B. All project works consisting of a small diversion dam in Milner Creek; 
Milner Well, the source of a small additional supply of water; conduits leading 
to a penstock head box; a 12-inch steel pressure line extending about 2.9 miles 
from the head box to the powerhouse; a powerhouse with a 350-horsepower 
impulse type water wheel operating under a static head of about 1,170 feet and 
directly connected to a 312-kilovolt-ampere generator; and two short trans- 
mission lines having a total length of about 5 miles; the location, nature, and 
character of which are more specifically shown and described by the exhibits 
hereinbefore cited and by certain other exhibits which also formed part of the 
application for license or application for amendment thereof and which are 
designated and described as: 

Exhibit K: (Supplemental) (FPC Nos. 1890-6 through -8) Detailed plans of 
the project structures, in 3 sheets, dated August 1946. 

Evhibdit M: A typewritten statement in 4 sheets, describing hydraulic and elec- 
trical equipment, and signed on December 20, 1988, except insofar as it relates 
to a small D. C. unit consisting of a 15 horsepower impulse wheel and generator. 

PARAGRAPH II. Article 19 of the license be amended to read as follows: 

Article 19. Subject to the provisions of Section 10 (e) of the Act and the 
rules and regulations of the Commission thereunder, the Licensees shall pay to 
the United States the following annual charges: 


468918—61——_69 
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A. For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, $9.00. 
B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used only for transmission-line right- 
of-way, $53.73. 
C. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way, $29.68. 
PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license. 
(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of the acceptance of this amendment 
of license, it shall be signed by the Licensees and returned to the Commission 
within 60 days from the date of issuance of this order. 
Commissioner Doty not participating. 














































Order approving exhibits 
Wisconsin Michigan Power Co. 
Project No. 2073 


May 14, 1954 





In compliance with Articles 5 and 29 of its license for Project No. 2073, Wis- 
consin Michigan Power Company, licensee, filed application on November 23, 
1953, for Commission approval of Exhibits K, L, and M showing the project as 
constructed and showing and describing the project transmission line. 

The effect of approving Exhibit K (FPC No. 2073-7) superseding Exhibit K 
(FPC No. 2073-2), Exhibit L (FPC Nos. 2073-8 through -—21) superseding Ex- 
hibit L (FPC Nos. 2073-3 through -6) and Exhibit M (FPC Nos. 2073-22 and —23) 
would be to establish the current project boundary, the general design of the 
project’s principal structures, and the nature of the project transmission line. 

The Commission finds: 

Exhibit K (FPC No. 2073-7), Exhibit L (FPC Nos. 2073-8 through -21) and 
Exhibit M (FPC Nos. 2073-22 and -23) conform to the Commission’s rules and 
regulations and should be approved as part of the license, and Exhibit K (FPC 
No. 2073-2) and Exhibit L (FPC Nos. 2073-3 through -6), which are superseded, 
should be excluded from the license. 

The Commission orders: 

(A) The exhibits described in the finding above as conforming to the Com- 
mission’s rules are hereby approved as part of the license for Project No. 2073, 
and the other exhibits described therein are hereby excluded from the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Commissioner Doty not participating. 
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Order No. 171-A 


Further amending uniform system of accounts for natural gas companies 
and amending annual report form No. 2A (classes C & D), to provide for 
accounting and reporting of Federal income taxes resulting from accelerated 

amortization 


Amendment to Uniform System of Accounts for Natural Gas Companies and of 
Annual Report Form No. 2A (Classes C&D) to Provide for Accounting and 
Reporting of Provision for Federal Income Taxes as Affected by Accelerated 
Amortization 

Docket No. R-126 


May 17, 1954 


By Order No. 171 issued April 21, 1954, 13 F. P. C. 968, the Commission 
amended Part 201—Uniform System of Accounts for Natural Gas Companies, 
Subchapter F—<Accounts, Natural Gas Act, Chapter I, Title 18, Code of Federal 
Regulations and Part 260—Statements and Reports, Subchapter G, Natural Gas 
Act, Chapter I, Title 18, Code of Federal Regulations, so as to provide for 
accounting and reporting by Classes A and B Natural Gas Companies of pro- 
vision for Federal income taxes resulting from accelerated amortization. 

The Commission finds: 

(1) Consistent with Order No. 171, it is necessary and appropriate for the 
purposes of the administration of the Natural Gas Act that the Uniform System 
of Accounts for Natural Gas Companies be further amended and Annual Report 
Form No. 2A, be amended as hereinafter provided so as to provide for accounting 
and reporting of Federal income taxes resulting from accelerated amortization. 

(2) Good cause exists that these amendments should become effective January 
1, 1954. 

The Commission, acting pursuant to the authority granted by the Natural Gas 
Act, particularly Sections 8, 10 and 16 thereof (52 Stat. 821, 825, 826, and 830; 
15 U.S. C. 717g, 717i, and 7170), orders: 

(A) Part 204—Application of Uniform System of Accounts to Class C and 
Class D Natural Gas Companies, Subchapter F—Accounts, Natural Gas Act, 
Chapter I, Title 18, Code of Federal Regulations, be and the same is hereby 
amended to prescribe therein the changes set forth in the accompanying Attach- 
ment No. 1 which states the details of the amendments hereby adopted. 

(B) Part 260—Statements and Reports, Subchapter G, Natural Gas Act, 
Chapter I, Title 18, Code of Federal Regulations, be and the same is hereby 
amended to prescribe therein the changes set forth in the accompanying Attach- 
ment No. 2 which states the details of the amendments hereby adopted. 

(C) The amendments to Parts 204 and 260 of Chapter I, Title 18, Code of 
Federal Regulations herein prescribed, shall become effective on January 1, 
1954. 

Commissioner Draper dissenting. 
Commissioner Doty not participating. 


Attachment No. 1 


DETAILS OF AMENDMENTS TO 18 CFR, PART 204 


Only the additions to or changes in the text of the Uniform System of Accounts 
for Natural Gas Companies are set forth herein. The first change, as may be 
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noted, is adding two new accounts, namely, Account 507-A—Provisions for De- 
ferred Income Taxes—and Account 507-B—Credits to Operations Arising from 
Federal Income Taxes Deferred in Prior Years—Cr., after Account 507, Taxes, 
at page 88 of the present pamphlet publication of the System of Accounts. The 
second change is adding a new account, Account 259—Reserve for Deferred Fed- 
eral Income Taxes, after Account 258, Other Reserves, at page 37 of the present 
pamphlet publication of the System of Accounts. For Classes C and D Com- 
panies, the new accounts are the same in every respect except that account num- 
bers are in the 1000 series for Class C Natural Gas Companies and 2000 series for 
Class D Natural Gas Companies (See Appendix 11 of the System of Accounts). 
The new income accounts 507-A and 507-B and balance sbeet account 259 will 
become under the 1000 series 1507—A, 1507-B and 1259 and under the 2000 series 
2507—A, 2507-B and 2259. In the Code of Federal Regulations the new Accounts 
1507-A and 2507-A, 1507-B and 2507-B and 1259 and 2259 will become parts of 
Sections 204.5 Income Accounts and 204.2 Balance Sheet Accounts of Part 204 of 
Title 18 of the Code. 
INCOME ACCOUNTS 


I. UTILITY INCOME 


New 
Account 
No 


507-A Provisions for Deferred Federal Income Tazes. 

This account shall be debited monthly and Account 259, Reserve for Deferred 
Federal Income Taxes, shall be credited with an amount equal to any reduction 
of Federal income taxes payable by the utility resulting from using accelerated 
amortization of the cost of any of the utility’s facilities rather than depreciation 
expense normally used in computing taxable net income. 


507-B Credits to Operations Arising from Federal Income Tages Deferred in 
Prior years—Cr. 

A. Upon expiration of the amortization period during which provisions have 
been made for deferred Federal income taxes (See Account 507—A), this account 
shall include credit amounts equal to the additional Federal income taxes pay- 
able by the utility due to exclusion from the computation of depreciation for 
Federal income tax purposes of costs previously amortized. 

B. This account shall be credited monthly and Account 259, Reserve for 
Deferred Federal Income Taxes, shall be debited, after the expiration of the 
amortization period for any facility, until the applicable amount in Account 259 
is exhausted or the facility is retired from service ; provided, however, that such 
monthly amount shall be sufficient to amortize the balance in Account 259 appli- 
cable to any facility over its estimated remaining service life. 


BALANCE SHEET ACCOUNTS 
New 


Account XI. RESERVES 
No. 


259 Reserve for Deferred Federal Income Tazes 


A. This account shall be concurrently credited with amounts charged to Ac- 
count 507—A, Provisions for Deferred Federal Income Taxes, and concurrently 
debited with amounts credited to Account 507-B, Credits to Operations Arising 
from Federal Income Taxes Deferred in Prior Years—Cr. 
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B. This account shall be credited monthly and Account 507-A, Provisions 
for Deferred Federal Income Taxes, shall be debited with an amount equal to 
any reduction of Federal income taxes payable by the utility resulting from 
using accelerated amortization of the cost of any of the utility’s facilities rather 
than depreciation expense normally used in computing taxable net income. 

C. This account shall be debited monthly and Account 507-B, Credits to Oper- 
ations Arising from Federal Income Taxes Deferred in Prior Years—Cr., shall 
be credited upon the expiration of the amortization period for any facility with 
amounts equal to the additional Federal income taxes payable by the utility 
due to the exclusion from the computation of depreciation for Federal income 
tax purposes, of the costs previously amortized until the applicable amount in 
this account is exhausted or the facility is retired from service; provided, how- 
ever, that such monthly amounts shall be sufficient to amortize the balance in 
this account applicable to any facility over its estimated remaining service life. 

D. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the reserve or any portion thereof to surplus, nor 
make any use thereof, except as provided in the text of this account, without the 
prior approval of the Commission. 

BH. Any applicable balance remaining im this account after the retirement 
of all property constructed or acquired under a particular certificate authoriz- 
ing accelerated amortization shall be disposed of as authorized or directed by 
the Commission. 

Attachment No. 2 


DETAILS OF AMENDMENTS 
TO 
18 CFR, PART 260.2 


In connection with the amendments to the Uniform System of Accounts set 
forth in Attachment No. 1 hereto, Form No. 2A is amended as set forth herein. 
Account numbers shown are for Class C Natural Gas Companies. For Class D 
Natural Gas Companies, the accounts are the same except that account numbers 
are in the 2000 series. 


PAGES 4 and 5: 
INCOME AND EARNED SuRPLUS ACCOUNT 


Line No. UTILITY INCOME 
Account 


15 1507-A Provisions for Deferred Federal Income Taxes 

16 1507-B Credits to Operations Arising from Federal Income 

17 Taxes Deferred in Prior Years—Cr. 

Change present line Nos. 15 to 56, inclusive, to 18 to 59, inclusive. On Page 
5, change present line Nos. 57 to 71, inclusive, to 60 to 74, inclusive. 


PAGE 8: 
COMPARATIVE BALANCE SHEET 
LIABILITIES AND OTHER CREDITS—RESERVES 


39 1259 Reserve for Deferred Federal Income Tazres 
Change present line Nos. 89 to 41, inclusive, to 40 to 42, inclusive. 
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Order authorizing sale and acquisition of facilities 
Pennsylvania Water & Power Company, Pennsylvania Power & Light Company, 
Docket Nos. E-6555, E-6556 


May 20, 1954 





Pennsylvania Water & Power Company (Penn Water), a corporation organized 
under the laws of Pennsylvania, having its principal business office at Balti- 
more, Maryland, filed its application on March 31, 1954, and amendment thereto 
on May 10, 1954, for an order authorizing the sale of 6.28 miles of transmission 
line in Dauphin County, Pennsylvania, and Pennsylvania Power & Light (P. P. & 
L.), a corporation organized under the laws of Pennsylvania, having its prin- 
cipal place of business at Allentown, Pennsylvania, filed its application on March 
81, 1954, for an order approving the acquisition of such facilities. 

Penn Water presently owns a 220-kv, 3-phase, 60-cycle steel tower transmis- 
sion line, placed in service initially at 66 kv in August of 1952, extending in a 
northwesterly direction approximately 32 miles from its Manor switching sta- 
tion near Safe-Harbor to the Hummelstown substation of P. P. & L. Penn 
Water proposes to sell to P. P. & L. the northern section of the line extending 
from the site of the Middletown Junction substation, which is being constructed 
by Metropolitan Edison Company to the Hummelstown substation, including a 
125-foot right-of-way and .895 acres of adjacent excess land in fee. 

At present the line provides an interconnection between facilities of Penn 
Water and P. P.& L. Penn Water’s application states that immediately follow- 
ing the sale the section involved in these applications will continue to be used 
for the same purpose, only the location of the point of interconnection being 
affected, but that at some later time, it will be disconnected from the remainder 
of the line, will serve as a tie between the Hummelstown substation and the 
Middletown Junction substation of Metropolitan Edison and will be used to 
assure reliable service to the substantial loads supplied from P. P. & L.’s Hum- 
melstown substation. 

The applications state that the proposed transaction would place upon P. P. 
& L. the proper responsibility for maintaining a facility primarily useful to it 
alone, and would relieve Penn Water of the responsibility of maintaining a 
facility which is not essential to its business. Penn Water also states that the 
proposed transfer will facilitate any expansion or modification of the facilities 
involved and maintenance and operating procedures of both companies. 

The purchase price of the facilities proposed to be sold by Penn Water and 
purchased by P. P. & L. is $299,871 representing net investment, i. e., an original 
cost of $303,875 less applicable depreciation of $4,004. The transaction, there- 
fore, will not result in the creation of an acquisition adjustment on the books 
of P. P. & L. In addition P. P. & L. will pay interest at 6% per annum on the 
consideration from January 1, 1954, to the closing date of the transaction. 

The proposed transaction does not alter the factual basis upon which the 
Commission prescribed rates for the sale of electric energy by Penn Water 
to P. P. & L. in its order issued October 27, 1949 (Rate Schedule B, now desig- 
nated FPC No. 10 as supplemented), as Penn Water’s transmission line from 
Manor substation to Hummelstown had not been built at that time, but Penn 
Water's rates for its sales to P. P. & L. are now before the Commission in the 
consolidated Dockets E-6350 and E-6445, and the construction of the line to 
Hummelstown and the sale of a portion of it will necessarily be taken into con- 
sideration therein. As Penn Water states in its application, because of the 




















































ORDERS 1055 


residual nature of its rate schedule for service to Consolidated Gas Electric 
Light and Power Company of Baltimore (Prescribed Rate Schedule A now 
designated Supplement No. 2 to Rate Schedule FPC. No. 1); a reduction in the 
charges, under this rate schedule and in accordance with its terms will result 
from the proposed transaction. By letter amendment to its application, dated 
May 7, 1954, Penn Water states that the effective date of the proposed transfer 
for the purpose of billing the Consolidated Company under Schedule A will be 
January 1, 1954, and after that date no billing will be made for return or de- 
preciation in connection with these transmission facilities. Schedule A is also 
before the Commission in Dockets E-6350 and E-6445. 

Written notice of the applications in Dockets No. E-6555 and E-6556 has 
been given to the Public Utility Commission of Pennsylvania, The Public Service 
Commission of Maryland, and to the Governor of each of those States. Notice 
was also published in the Federal Register on April 8, 1954 (19 F. R. 2089), stating 
that any person desiring to be heard or to make any protest with reference to the 
applications, should file a petition or protest on or before April 22, 1954. No 
protest or petition or request to be heard in opposition to the granting of such 
applications has been received. 

The Commission finds: 

(1) Penn Water, a corporation, is a public utility within the meaning of 
Section 203 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission, as heretofore described and set out in the Commission’s order issued 
January 5, 1949, In the Matter of Pennsylvania Water ¢ Power Co., Docket 
No. IT-5915, 8 F. P. C. 97. 

(2) P. P. & L., a corporation, is a public utility within the meaning of Section 
203 of the Act, subject to the jurisdiction of the Commission’s order entered 
December 26, 1947, In the Matter of Pennsylvania Power & Light Co., Docket 
No. IT-6098, 6 F. P. C. 1114. 

(3) By the proposed sale of facilities Penn Water will sell and dispose of 
facilities subject to the jurisdiction of the Commission within the meaning 
and subject to the requirements of Section 203 of the Federal Power Act. 

(4) By the proposed acquisition of facilities P. P. & L. will merge or con- 
solidate its facilities subject to the jurisdiction of the Commission with the 
facilities of another person within the meaning and subject to the require- 
ments of Section 208 of the Federal Power Act. 

(5) The proposed transaction will place upon P. P. & L. the responsibility of 
maintaining a facility primarily useful to it alone, will relieve Penn Water of the 
responsibility of maintaining a facility not essential to its business, will facili- 
tate any necessary expansion or modification of the facilities, will simplify op- 
erating and maintenance procedures of both applicants, will in no way decrease 
applicants’ abilities to maintain adequate service or the coordination in the 
public interest of facilities subject to the jurisdiction of the Commission, and will 
be consistent with the public interest. 

The Commission orders: 

(A) The proposed sale by Penn Water of the transmission facilities between 
Middletown Junction and Hummelstown as described above and the proposed 
merger or consolidation by P. P. & L. of the facilities subject to the jurisdiction 
of the Commission be and the same hereby are authorized and approved upon 
the terms and conditions set forth in the applications, as amended, subject to 
the provisions of this order. 

(B) This authorization and approval shall expire unless the transactions 
hereby authorized and approved are consummated within 60 days from the 
entry of this order. 
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(©) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

Commissioner Draper not participating. 


Order amending order issuing certificate of public convenience and necessity 
Nevada Natural Gas Pipe Line Co. 
Docket No. G—1885 
May 20, 1954 


The Commission, by its order issued June 23, 1952, 11 F. P. C. 1071, as amended 
November 13, 1953, in Docket No. G—1888, issued a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act, authoriz- 
ing Nevada Natural Gas Pipe Line Co. (Nevada Natural) to construct and 
operate approximately 114 miles of 10%4-inch pipeline from a point of connec- 
tion with facilities of El Paso Natural Gas Company (El Paso) near Topock, 
Arizona, via Henderson, Nevada, to a point of connection with facilities of Las 
Vegas Gas Company at Las Vegas, Nevada,’ for the transportation and sale of 
20 million cubic feet of natural gas per day, including the sale of natural gas to 
Las Vegas Gas Company for resale in the Las Vegas and in the Henderson 
areas. 

By application filed April 12, 1954, Nevada Natural has requested that the 
aforesaid order issued June 23, 1952, as amended, be further amended to au- 
thorize Nevada Natural to sell natural gas to California-Pacific Utilities Com- 
pany (California-Pacific) in lieu of Las Vegas Gas Company for resale in the 
Henderson area. Nevada Natural states that California-Pacific has acquired 
gas distribution facilities at Henderson, Nevada, and that California-Pacific 
will now serve the Henderson area. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act that the aforesaid order issued June 23, 
1952, in Docket No. G—-1888, as amended, be further amended as hereinafter 
provided. 

The Commission orders: 

The order issued June 23, 1952, as amended, granting a certificate of public 
convenience and necessity in Docket No. G—1888, be and the same is hereby 
further amended by authorizing Nevada Natural Gas Pipe Line Co., to sell 
natural gas to California-Pacific Utilities Company in lieu of Las Vegas Gas 
Company for resale in the Henderson, Nevada, area. 

Commissioner Draper not participating. 


21The Commission on March 24, 1954, in Docket No. G-2351, authorized El Paso to lease 
and operate the 14-mile section of Nevada Natural’s line located on the east side of the 
Colorado River in the State of Arizona. 
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Order denying petition to amend and requiring submission of tariff for filing 
Wilcox Trend Gathering System, Inc. 
Docket No. G-1959 
May 20, 1954* 


On March 29, 1954, Wilcox Trend Gathering System, Inc. (Wilcox) filed a 
petition to amend the Commission’s order issued February 4, 1953, in the above- 
entitled proceeding by deleting therefrom the proviso contained in paragraph (A) 
of said order. Said proviso required Wilcox to submit for filing, at least 60 
days prior to commencement of the transportation service it proposed to render 
to the Goliad Corporation (Goliad), a revised FPC Gas Tariff satisfactory to 
the Commission which would provide for an allocation of the costs of transporta- 
tion between Goliad and Texas Eastern Transmission Corporation (Texas East- 
ern) upon a fair, reasonable, and equitable basis. 

Wilcox’s FPC Gas Tariff for the transportation service being rendered Texas 
Eastern as presently on file contains a cost-of-service formula type rate. Included 
in this cost formula is a charge of % cent per Mcf paid by Wilcox to Goliad 
for dehydration service. It is contemplated that the Goliad gasoline plant will 
be placed in operation shortly. After that date, Goliad will continue the dehydra- 
tion service for Wilcox, but it is proposed by Wilcox that such dehydration 
Service be performed without charge in exchange for the transportation service 
to be rendered for Goliad by Wilcox. 

In support of its petition to amend, Wilcox asserts that, under any of several 
bases for arriving at a determination of the cost of transporting heavy hydro- 
earbons for Goliad, the resultant estimated rate to be charged Texas Eastern 
will not be materially affected; and that, accordingly, no change in Wilcox’s 
presently effective FPC Gas Tariff is required in the public interest. 

During the hearing in this proceeding, Wilcox tested the allocation of the 
transportation costs between Texas Eastern and Goliad on the basis of a volumet- 
ric calculation. On this basis Wilcox asserted that the cost of transporting 
heavy hydrocarbons for Goliad would be offset by the dehydration service to 
be rendered by Goliad for Wilcox. The staff took the position that the allocation 
of the costs of transportation between Goliad and Texas Eastern should be 
tested on the basis of the total number of Btu’s transported for Texas Hastern 
and the total Btu’s transported for Goliad. 

Since the time of issuance of Opinion 241 and the accompanying order in this 
proceeding, 11 F. P. ©. 435, and subsequent to the date upon which Wilcox 
filed its petition to amend, we issued, on April 15, 1954, our Opinion No. 269 
and accompanying order (In the Matters of Panhandle Eastern Pipe Line Com- 
pany, et al., 13 F. P. C. 53). At pp. 78 and 79 of Opinion No. 269, in discussing 
the question of the amount to be credited to the cost of Panhandle’s natural gas 
service by reason of the cost of its unregulated natural gasoline extraction 
business, we said the following: 


* * * Tn its study of this matter Panhandle proposed to credit the amount 
of $557,247.00. Such amount was ascertained from a determination of the 
joint gas supply, gathering and transmission costs applicable to the gas 
stream at the inlet of the gasoline plants. There was applied to this total 
joint cost a percentage reflecting the reduction in the volume of raw gas 
equal to the loss in heating value (Btu) due to the extraction of the liquid 


*Rehearing denied by order issued July 20, 1954. 
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hydrocarbons plus the fuel used in the process. Such method of allocation 
may be termed the Btu method. We conclude that the Btu method of alloca- 
tion proposed by Panhandle is sound and appropriate in the circumstances 
of this case. 


The conclusion we reached in Opinion No. 269 is equally applicable here. 
Since this is so, it follows that Wilcox’s petition to amend must be denied. Like- 
wise, nothing would be gained by further hearings with. respect to the proper 
allocation of the costs of transportation between Texas Bastern and Goliad, 
for the record with respect to this issue has been fully developed. Accordingly, 
the order herein will deny the petition to amend and further provide that Wilcox 
shall submit for filing an FPC Gas Tariff satisfactory to the Commission in which 
the Btu method of allocation of the costs of transporting gas for Texas Eastern 
and gaseous hydrocarbons for Goliad is used. 

The Commission orders: 

(A) The petition filed by Wilcox on March 29, 1954, to amend the order issued 
February 4, 1953, be and the same is hereby denied. 

(B) Effective as of the date of issuance of this order, Paragraph (F) (4) 
of the Commission’s order issued December 15, 1952, be and the same is hereby 
further amended to require as follows: 

(F) (4) Wilcox Trend Gathering System, Inc. shall submit for filing within 
30 days of the date of issuance of this order, to be effective as of the date of 
commencement of service to the Goliad Corporation, a revised FPC Gas Tariff 
which shall be satisfactory to the Commission and which shall provide for al- 
location of the costs of transporting natural gas for Texas Eastern Transmis- 
sion Corporation and gaseous hydrocarbons for Goliad upon the Btu basis here- 
tofore described; such basis being that set forth as Method II in the petition 
to amend filed by Wilcox Trend Gathering System, Inc. 


(C) To the extent necessitated by the provisions of paragraph (B) hereof, 
paragraph (A) of the order issued February 4, 1953, be and the same hereby is 
amended and superseded. 

(D) Effective upon acceptance by the Commission of such revised tariff for 
filing, the record in the above-entitled proceeding be and the same hereby is 
closed. 


Commissioner Draper not participating. 


Order approving proposed settlement and allowing tariff revisions to take effect 
New York State Natural Gas Corp. 
Docket Nos. G-2119 and G-2315 
May 20, 1954 


These proceedings arise under the Natural Gas Act and concern rate increases 
applied for by New York State Natural Gas Corporation (Applicant). The 
record herein has been certified to us for consideration of a proposed settle- 
ment as stated on the record by Commission Staff Counsel in open hearing, and 
as agreed to by all parties to these proceedings. Upon consideration of the 
record, we approve the terms of the proposed settlement, allowing Applicant to 
retain all of the revenues collected by it under the rates in effect under bond 
in Docket No. G-2119 for the period from July 15, 1953, through April 20, 1954, 
and permitting the rate increase agreed upon in Docket No. G—2315 to become 


effective, as of April 21, 1954, subject to the terms and conditions hereinafter set 
forth. 
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The rate increase and other tariff changes involved in Docket No. G—2119 were 
filed by the Applicant on January 15, 1953, and those involved in Docket No. 
G-2315 were filed by Applicant on October 21, 1953. The proposed tariff 
changes as filed by Applicant contained proposed increased rates and charges for 
sales by Applicant in interstate commerce of natural gas for resale for ultimate 
public consumption, subject to the Commission’s jurisdiction under the Natural 
Gas Act. 

On February 12, 1953, in Docket No. G—2119, the Commission, pursuant to 
authority contained in Section 4 of the Natural Gas Act, issued an order pro- 
viding for a hearing concerning the lawfulness of the rates, charges and classi- 
fications contained in Applicant’s January 15, 1953, rate-increase proposal. 
Such order also provided that, pending hearing and decision thereon, the pro- 
posed tariff changes involved be suspended. Thereafter, on July 15, 1953, at the 
expiration of the period of suspension, on motion of Applicant, the suspended 
tariff changes involved in Docket No. G—2119 became effective under bond and 
subject to refund, if so ordered, of such portion of the increased rates as the 
Commission might find not justified. 

On November 19, 1953, in Docket No. G—2315, the Commission, pursuant to 
Section 4 of the Natural Gas Act, issued an order providing for a hearing con- 
cerning the lawfulness of the rates, charges, classifications, and services con- 
tained in Applicant’s October 21, 1953, rate-increase proposal.? Such order also 
provided that, pending hearing and decision thereon, such tariff changes be sus- 
pended until April 21, 1954, unless otherwise ordered by the Commission, and 
until such further time thereafter as the said proposed tariff changes might be 
made effective in the manner prescribed by the Natural Gas Act.* 

Hearings were held in Docket No. G—2119 on November 16 and 17, 1953, and 
in the consolidated Docket Nos. G—2119 and G—2315 on March 23, 24, and April 
5, 1954, during which Applicant concluded its direct cases, after which the hear- 
ings were recessed until April 14, 1954. The hearings were reconvened on that 
date and then, on motion of Commission Staff Counsel, recessed from time to 
time to permit the parties to confer concerning the possibilities of settling the 
issues involved.‘ 


1This proposal was embodied in Applicant’s proposed First Revised Sheets Nos. 4, 5, 
6, 7A, 10, and 17A; Second Revised Sheets Nos. 12, 14, 17, and 18; and Third Revised 
Sheets Nos. 8 and 16 to Applicant’s FPC Gas Tariff, Original Volume No. 1, and proposed 
First Revised Sheets Nos. 14 and 18 to its FPC Gas Tariff, Original Volume No. 2, with 
a proposed effective date of February 15, 1953. 

2 This proposal was embodied in Applicant’s proposed FPC Gas Tariff, First Revised 
Volume No. 1 (to supersede Original Volume No. 1 thereof) and its proposed Second Revised 
Sheet No. 14 and First Revised Sheet No. 20 to its FPC Gas Tariff, Original Volume No. 2, 
with a proposed effective date of November 21, 1953. Applicant proposed in this filing, 
in addition to increasing rates above the level applied for in Docket No. G—2119, other 
major tariff changes, viz, abandonment of its rate zones and changing from straight line 
and block commodity rates to demand and commodity rates. 

* Applicant filed, on April 20, 1954, in Docket No. G-2315, alternative motions, together 
with tariff changes proposed in substitution of those under suspension in the proceeding, 
with the request that either the suspended tariff changes or the proposed substitute changes 
be made effective at the end of the suspension period, i. e., April 21, 1954. No separate 
Commission action or order upon these motions and proposed substitute tariff changes is 
now required, in view of the proposed settlement agreed upon by the parties and its ap- 
proval by the Commission as provided in this order. 

* The participants in these conferences included, in addition to Applicant and Commission 
Staff representatives, the following interveners: Empire Gas and Fuel Company, Ltd.; 
New York State Public Service Commission ; New York State Electric & Gas Corporation ; 
Niagara Mohawk Power Corporation; North Penn Gas Company; The Pavilion Natural 
Gas Company; Producers Gas Company ; Rochester Gas and Electric Corporation ; Iroquois 
Gas Corporation; Republic Light, Heat and Power Company, Inc.; Penn-York Natural 
Gas Corporation ; United Natural Gas Company ; Pennsylvania Gas Company. 
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The hearings reconvened on May 4, 1954, when a report was made upon the 
record that the parties had agreed upon a proposed settlement for submission to 
the Commission as a basis for settling and terminating these proceedings, after 
which a recess was taken until May 5, 1954. Staff Counsel, in open hearing on 
that date, stated on the record the proposed settlement agreement developed 
and agreed upon by the parties and the Staff in the conferences, and stated, 
additionally, the basis of the Staff’s recommendation of its approval by the 
Commission. 

The proposed settlement, as stated upon the record, consists of Articles I 
through IX of the settlement agreement. Article I specifies the revisions to 
Applicant’s FPC Gas Tariff which the parties agreed upon and which are pro- 
posed to be made effective as of 8:00 a. m., April 21, 1954. These revisions 
embody the revised rates and other tariff changes agreed to by the parties, to 
supersede the increased rates and other tariff changes applied for by Applicant 
in Docket No. G-2315. Article I of the settlement agreement proposes that: 

(1) Applicant’s FPC Gas Tariff, Third Revised Volume No. 1, be made effec- 
tive as of 8:00 a. m., April 21, 1954 (Exhibit No. 44 in this record) ;° 

(2) Fourth Revised Sheet No. 14 to Applicant’s FPC Gas Tariff, Original 
Volume No. 2, be made effective as of 8:00 a. m., April 21, 1954 (Exhibit No. 45 
in this record) ;° 

(3) First Revised Sheet No. 18 to Applicant’s FPC Gas Tariff, Original Vol- 
ume No. 2, which sheet was made effective as of July 15, 1953 in Docket No. 
G-2119, be continued in effect ; and, 

(4) Original Sheet No. 20 to Applicant’s FPC Gas Tariff, Original Volume 
No. 2, be continued in effect in lieu of Applicant’s proposed First Revised Sheet 
No. 20. This revised sheet, which is to be disallowed, was part of Applicant’s 
October 21, 1953 filing that was suspended by the Commission’s November 19, 
1953 order in Docket No. G—2315. 

The agreed-to rates represent an estimated annual increase in cost to Appli- 
ecant’s General System interstate wholesale customers of approximately $4,658,- 
000, based upon its actual 1953 General System sales for resale. This is about 
$834,000 per year more than Applicant’s proposed G—2119 rates involved, but is 
some $4,602,000 per year less than the overall increase of $9,260,000 involved 
in both Docket Nos. G-2119 and G—2315. In other words, acceptance of the 
proposed settlement will allow Applicant approximately one-half of the total 
increase applied for in the two proceedings.° 

The revised rates agreed upon, as summarized in Appendix “A” hereto, are 
to be applicable to Applicant’s sales from its so-called General System as dis- 
tinguished from its sales from its so-called OSS System. The OSS System, 
which is operated exclusively for the benefit of Applicant’s two affiliated cus- 
tomers, The East Ohio Gas Company and The Peoples Natural Gas Company, 
consists of the Oakford and South Bend Storage Pools and the appurtenant 
compressing and other facilities.” Applicant’s sales from its OSS System to 


5 Filed by Applicant on May 138, 1954, with the request that the same be made effective 
in accordance with the terms of the proposed settlement; copies served upon Applicant’s 
utility customers, the New York Public Service Commission, and the Pennsylvania Public 
Utilities Commission. 

@There are attached as Appendix “A” a summary of the agreed-to rates proposed to be 
made effective as of April 21, 1954, and as Appendix “B” a comparison of revenues from 
Applicant’s rates in effect prior to July 15, 1953 (date proposed G-—2119 rates became 
effective under bond), revenues from proposed G-—2119 rates, revenues from proposed 
G-2315 rates, and revenues from proposed settlement rates, based upon Applicant’s actual 
General System sales during 1953. 

™The South Bend Storage Pool and attendant facilities are owned and operated solely 
by Applicant; also, the Oakford Storage Pool is operated by Applicant but is owned jointly 
by Applicant and Texas Hastern Transmission Corporation. 
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Bast Ohio and Peoples are made pursuant to its OSS Rate Schedule, contained 
in Volume No. 2 of its FPC Gas Tariff, under a cost-of-service formula rate 
embodied in the schedule.* 

The tariff revisions, as agreed upon and reflected in Article I of the proposed 
settlement, involve principally rate and tariff changes governing Applicant’s 
sales from its General System. Only to a minor extent are its OSS tariff pro- 
visions affected. The change proposed by Applicant to its OSS schedule in 
Docket No. G-2119, aside from the interruptible rate change,” related to a 
change in language governing the determination of the income tax to be charged 
as a part of the cost-of-service rate. Under the revision, which is contained in 
First Revised Sheet No. 18 to Applicant’s FPC Gas Tariff, Original Volume 
No. 2, and which is agreed to as part of Article I of the proposed settlement, 
the portion of the total income tax of Applicant to be paid by its customers 
under the OSS cost-of-service rate is computed by a fraction, the numerator 
of which is the return on Applicant’s OSS System properties computed at 6%, 
and the denominator of which is Applicant’s “net utility income,” which, before 
the revision, was stated to be Applicant’s “net income.” The proposed settle- 
ment also provides that the return included in the OSS cost-of-service rate shall 
be computed at 6% instead of 634%, which was the rate proposed by Applicant 
in First Revised Sheet No. 20 to its FPC Gas Tariff, Original Volume No. 2; 
Article I of the settlement proposes that Original Sheet No. 20 be continued in 
effect. 

Articles II through IX of the proposed settlement provide as follows: 


Article II—Adjustment of Charges: After the issuance of the order by 
the Commission making effective the aforesaid revised tariff changes speci- 
fied in Article I hereof, Applicant will, if necessary, by refunds or credits 
to its utility customers, adjust as promptly as possible its charges for nat- 
ural gas sold after 8:00 a. m., April 21, 1954 to its utility customers for 
resale so that such charges will be the same as they would have been if 
the aforesaid revised tariff changes specified in Article I hereof had been 
in effect at all times on and after 8: 00 a. m., April 21, 1954. 

Article III—No Refunds in G—2119: All the revenues collected by Appli- 
cant under the rates in effect under bond in Docket No. G—2119 for the 
period beginning July 15, 1953 and ending April 20, 1954 may properly be 
retained by Applicant, and, accordingly, no refunds of such revenues will be 
made by it for that period. 

Article IV—Refunds Depending Upon Outcome of Pending Rate Proceed- 
ing of Supplying Company: If Applicant’s supplying company, Hope 
Natural Gas Company (Hope), is required by any final order or orders 
of the Commission which are accepted by Hope or which become final 
in any court review, or otherwise, in the pending Commission proceeding 
in In the Matter of Hope Natural Gas Company, Docket No. G—2303, to 
refund to Applicant any part of the charges collected under bond under 
the rates in said G-2303 proceeding, such portion, if any, of such refund 
attributable to natural gas purchased from Hope by Applicant after 


*The OSS Rate Schedule also provides for interruptible sales from Applicant’s General 
System at a rate equal to that provided in its interruptible Schedule CA, contained in 
Volume No, 1 of its FPC Gas Tariff. 

*° The interruptible rate change in the OSS schedule proposed by Applicant in Docket No. 
G-2119 and in Docket No. G—2315, in each filing, was to provide a rate equal to that 
applied for in its interruptible Schedule CA in Volume No. 1 of its FPC Gas Tariff. Fourth 
Revised Sheet No. 14 to Applicant's FPC Gas Tariff, Original Volume No. 2, under Article I 
of the settlement, provides that the interruptible rate in the OSS schedule shall be the 
same as that agreed to for Schedule CA. 
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8:00 a. m., April 21, 1954, and resold to utility customers of Applicant, 
shall be refunded to such utility customers. Any such refund by Applicant 
shall be made within 60 days after the receipt of such refund by Applicant 
from Hope, or after such refund order becomes final, whichever is later. 

The manner of determining the amount of any such refund attributable 
to sales by Applicant from its General System to its utility customers and 
of determining the amounts to be refunded to each such utility customer 
is as follows: 

(1) One-half of the amount of refund and interest thereon received by 
Applicant from Hope, attributable to natural gas purchased from Hope 
by Applicant after 8:00 a. m., April 21, 1954, shall be divided by the total 
Mcf of jurisdictional sales by Applicant from its General System to its 
utility customers for the period subsequent to 8:00 a. m., April 21, 1954, 
to which the refund applies, to determine the amount of such refund 
attributable to each Mcf sold by Applicant from its General System during 
such period. 

(2) The amount per Mcf sold determined in accordance with (1) above 
shall then be multiplied by the total Mcf of General System sales to each 
utility customer during the period subsequent to 8:00 a. m., April 21, 
1954, to which the refund applies, and the amount so determined for each 
utility customer shall then be refunded to the respective customer. 

Article V—Future Rate Reductions: If Applicant’s supplying company, 
Hope Natural Gas Company (Hope), is required by any final order or 
orders of the Commission, which are accepted by Hope, or which become 
final in any court review, or otherwise, in the pending Commission proceed- 
ing in In the Matter of Hope Natural Gas Company, Docket No. G—2303, 
to make any reductions in the rates to be charged or collected for natural 
gas sold to Applicant below the rate which has been used in this proceeding 
for the purpose of determining Applicant’s cost of service, then Applicant, 
subject to the provisos set forth in this article, shall file with the Com- 
mission changes in its rate schedules (embodying an across-the-board per 
Mcf reduction) to reflect the net reduction in such a way that Applicant 
neither gains nor loses with respect to its jurisdictional business as a 
result of such changes in the rates of said supplying company. Each 
such change in Applicant’s rate schedules shall be filed within 60 days 
after the date upon which the order or orders reducing the rates of Hope 
to Applicant become final, to be effective as of the date upon which the 
respective order or orders are accepted by Hope, or become final in any 
court review, or otherwise, whichever is later, in the aforesaid proceeding 
in Docket No. G-2303. 

The “net dollar annual amount of reduction” to be made by Applicant 
in its General System tariff rates pursuant to this article shall be deter- 
mined by obtaining the product of 50 per cent times 13,243,813 Mcf (volume 
of Applicant’s purchases from Hope in 1953) times per Mcf reduction made 
in G—2308 proceeding in Hope’s rates applicable to sales to Applicant. 

This “net dollar annual amount of reduction” shall be divided by 
68,737,342 Mcf to obtain the per Mcf reduction to be made by Applicant 
in all rates contained in all rate schedules embodied in Applicant’s FPC 
Gas Tariff, Third Revised Volume No. 1, and the rate contained in Fourth 
Revised Sheet No. 14 to Applicant’s FPC Gas Tariff, Original Volume No. 2. 

Provided, however, that no reduction in Applicant’s tariff rates shall 
be made if the total “net dollar annual amount of reduction,” determined 
as provided above, is $10,000 or less; and provided, further, that if, at 
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the time such rate reduction would otherwise be filed, Applicant shall have 
on file with the Commission a rate increase which shall have been sus- 
pended by the Commission and which shall be the subject of a proceeding 
before the Commission, no such reduction in Applicant’s tariff rates shall 
be made pursuant to this article. 

Article VI—Federal Taxes on Income: The rates herein proposed to be 
effective April 21, 1954 reflect an effective tax rate of 46.9 per cent, which is 
a negotiated figure reflecting the fact that Applicant joins in a consolidated 
income tax return with its parent and affiliates. In the event the ultimate 
statutory Federal Income Tax rate for 1954 is less than for 1953, Appli- 
eant will compute any proper modification in said 46.9 per cent rate and 
in the rates proposed herein on the basis used in the negotiation of this 
rate settlement and will apportion the same among all of Applicant’s 
rates on an equitable basis. Applicant will file tariff changes which will 
reflect any such modification and will make any appropriate refund in the 
revenues collected under the rates herein agreed to for the period subse- 
quent to April 21, 1954; provided, however, that if, at the time such rate 
reduction would otherwise be filed, Applicant shall have on file with the 
Commission a rate increase which shall have been suspended by the 
Commission and which shall be the subject of a proceeding before the 
Commission, no such reduction in Applicant's tariff rates shall be made 
pursuant to this article. 

Article ViI—Pending Motion: On April 9, 1954, the Public Service 
Commission of the State of New York filed a motion for dismissal of 
the proceeding in Docket No. G—2315. 

The Commission has not yet acted upon this motion. It is agreed that 
if this proposed settlement is accepted by the Commission, no action on 
such motion is necessary or requested. 

Article VIIlI—<Acceptance by Commission: The agreement reached by 
the parties and set forth in this proposed settlement is expressly condi- 
tioned on the Commission’s acceptance of all of the terms and conditions 
of this proposed settlement and the termination of the proceedings in 
Docket Nos. G—2119 and G-—2315. 

Article IX—Waiver: The parties hereto, in agreeing and consenting 
to the aforesaid revised tariff changes specified in Article I hereof to be 
made effective by Commission order as of April 21, 1954, request that the 
Commission, by special provision in such order, waive compliance by 
Applicant with the requirements of the Commission’s General Rules and 
Regulations, particularly Part 154 thereof (18 CFR, Part 154), to the 
extent necessary to permit such revised tariff changes to become effective 
at 8: 00a. m., on April 21, 1954. 


The record reveals that the settlement proposals hereinbefore described, as 
agreed to by the parties and recommended by the Staff for Commission approv- 
al, were arrived at by applying principles approved by the Commission in 
prior rate proceedings under the Natural Gas Act. 

The record further discloses that both the Applicant and the Commission 
Staff used the calendar year 1953 as a test period, making various adjust- 
ments to the rate base and to the cost of service to reflect known changes. 
Applicant, in its application in Docket No. G—2119, claimed a rate of return 
of 6%, and in its application in Docket No. G—2315 claimed a rate of return 
of 6%%, whereas the Staff used a 6% return in both dockets. In its presenta- 
tion at the hearings, although recognizing that abnormally warm tempera- 
tures were experienced during 1953, Applicant made no adjustment on account 
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thereof, whereas the Staff, in its studies related to Docket No. G-—2315, ad- 
justed the actual sales volumes and related expense items in the cost of service 
in an effort to reflect operations under assumed normal weather conditions, 
based upon a 80-year average of temperatures experienced in the area in 
which Applicant operates. 

Applicant claimed in Docket No. G—2119 for its General System a net invest- 
ment rate base of $60,996,270 and a related cost of service of $33,862,408, 
including return at 6%. This cost of service exceeded by $2,451,002 the gas 
sales revenues estimated at $31,411,406, obtained by applying its proposed 
G-2119 rates to its actual sales volumes from its General System properties 
in 1953. On the basis of return at 63%,%, in Docket No. G-2315 Applicant’s 
claimed cost of service for its General System properties amounted to 
$34,818,584, exceeding by $3,407,178 the estimated revenues under the proposed 
G-2119 rates, on the basis of its 1953 sales volumes. 

The Staff’s rate base and cost of service study in Docket No. G-2119 (Exhibit 
No. 46) sets forth Applicant’s net investment in plant, its working capital 
requirements and its cost of service, with various adjustments. In the Staff’s 
study for Docket No. G-2119, as well as that in Docket No. G-2315 (Exhibit 
No. 47), Applicant’s net investment was determined by using the average of 
the 13 month-end balances of plant in service and of plant held for future use, 
less contributions in aid of construction and less reserves for depreciation and 
depletion, and less retirement work in progress. Working capital, including 
cash, gas in storage, prepayments, and materials and supplies, was computed 
in the usual manner, with a deduction of 85% of the Federal income tax accruals. 
Federal income taxes were computed at an assumed statutory rate of 52% 
(adjusted to reflect estimated savings due to filing consolidated tax return), 
based upon a 6% rate of return upon the rate base determined by the Staff. ” 
The cost of service of Applicant for the test year as developed by the Staff for 
G-—2119 amounted to $30,726,864 for Applicant’s system as compared to the esti- 
mated revenues of $31,411,406, derived by applying the G-2119 rates to Appli- 
cant’s 1953 General System sales for resale. 

The cost of service, as computed by the Staff, among other adjustments, re- 
flected the elimination of what was considered excess gas in underground storage. 
During the conference sessions, upon the basis of information developed therein, 
and due to strong objections expressed by most of Applicant’s customers to any 
adjustment for excess gas in storage, the Staff receded from such adjustment for 
purposes of settling both the G-2119 and G-—2315 proceedings. This resulted 
in a revised cost of service of approximately $31,480,000 in Docket No. G—2119. 
Other revisions were made during the course of the conferences to the Staff’s 
computation of Applicant’s cost of service for the 1953 test year, particularly 
in Docket No. G—2315, the result of which was to further increase the cost of 
Service as computed originally by the Staff in Docket No. G-2119. The revised 
cost of service thus developed in Docket No. G—2119 exceeded the estimated 
revenues from the G—2119 rates in the 1953 test period. 


2% In the computation of Federal income taxes, Applicant used an effective rate of 50.5%, 
whereas the Staff used 45.79%. ‘The rate used by Applicant is one resulting from an 
allocation of the consolidated income tax among the subsidiaries, including Applicant, of 
the Consolidated Natural Gas Company, without the parent company bearing any part of 
the income tax of the system; whereas, the rate used by the Staff is one resulting from: 
(a) reflecting the average percentage of savings for the years 1948 through 1952 due to 
filing of consolidated tax returns; and (b) eliminating assignment to Applicant of any 
part of the parent company’s portion of the consolidated tax, in accordance with Rule 
U-45 (b) (6) of the Securities & Hxchange Commission (17 CFR 250.45 (b) (6)). The 
effective rate used for settlement purposes was 46.9%, based upon using the actual per- 
centage of savings in the latest return filed (1952). 
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For Docket No. G—2315, the Staff developed a revised rate base and cost of 
Service study (Exhibit 47), which excluded any adjustment for excess gas in 
underground storage, but included, among others, adjustments to the rate base 
and cost of service claimed by Applicant, eliminating construction work in 
progress not completed and in service during the test period, reducing materials 
and supplies allowed in working capital, reducing exploration and development 
expenses, and adjusting sales and related expenses, due to the abnormally warm 
temperatures experienced during 1953, the net effect being to reduce the indi- 
cated deficiency of revenues under the G-2119 rates in relation to cost of service. 

The differences between Applicant’s claimed General System rate base and 
cost of service and those developed initially by the Staff in Docket No. G—2315 
(differences are summarized in Exhibit 48) resulted in a revenue deficiency at 
the G-2119 rates of approximately $2,451,000 on the basis of Applicant’s pres- 
entation, and a deficiency of approximately $300,000 on the basis of the Staff’s 
study. Certain modifications (Exhibit No. 49) to the Staff’s computations were 
developed in the conferences. These resulted in an agreement by the parties 
and the Staff that the cost of service for Applicant’s General System business 
in Docket No. G-2315 exceeded by approximately $830,000 per year the estimated 
revenues under Applicant’s G-2119 rates.“ Thereafter, revised rates, being 
those specified in Article I of the proposed settlement, were developed and 
agreed to by the parties, such rates to be effective as of 8: 00 a. m., April 21, 1954, 
and to supersede those applied for by Applicant in Docket No. G—-2315.” 

Upon consideration of the foregoing and the record in these proceedings, it 
appears in the circumstances that the additional revenues collected by Applicant 
under the rates in effect under bond in Docket No. G—2119 for the period 
from July 15, 1953 through April 20, 1954, as provided in the proposed settle- 
ment agreement, may properly be retained by Applicant, and, accordingly, no 
refunds need be made by it for that period. 

It further appears that, for purposes of settling and terminating these pro- 
ceedings, the revised rates agreed to by the parties and included in the proposed 
settlement will provide Applicant with revenues from its General System sales 
approximating the reasonable cost of service applicable to such business, based 
upon Applicant’s 1953 operations, adjusted as indicated in the record. Ac- 
cordingly, we find that the agreed to rates should be permitted to become effec- 
tive as of 8:00 a. m., April 21, 1954, upon the terms and conditions stated in the 
proposed settlement agreement and as hereinafter provided and ordered. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appro- 
priate and in the public interest in carrying out the provisions of the Natural 
Gas Act, and should be approved and made effective as hereinafter ordered, 
upon the terms and conditions contained in the order, which terms and condi- 
tions are required by the public interest. 

(2) The revenues collected by Applicant under the rates in effect under bond 
in Docket No. G-2119 for the period beginning July 15, 1953, and ended April 20, 


11 The estimated revenues under the G—2119 rates total $31,411,406 on the basis of Appli- 
cant’s actual sales from its general system In 1953, and $32,806,320 on the basis of the 
normalized sales volumes computed by the Staff for that year. 

2The estimated revenues under such agreed-to rates, as previously indicated, on the 
basis of Applicant’s actual general system sales in 1953 exceed by approximately $834,000 
the revenue under G—2119 rates (see Appendix “B”’). Using the Staff computed normalized 
sales volumes for 1953 as modified during the conferences, the estimated revenues under 
the agreed-to rates amount to approximately $33,703,000 as compared to the modified 
cost of service as developed by the Staff of approximately $33,638,000. 
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1954, may properly be retained by Applicant, and, accordingly, no refunds of 
such revenues should be ordered to be made by it for that period. 

The Commission orders: 

(A) Applicant’s FPC Gas Tariff, Third Revised Volume No. 1, and its Fourth 
Revised Sheet No. 14 to its FPC Gas Tariff, Original Volume No. 2, be and the 
same are hereby allowed to take effect as of 8:00 a. m., April 21, 1954; Appli- 
cant’s First Revised Sheet No. 18 to its FPC Gas Tariff, Original Volume No. 2, 
which sheet was made effective as of July 15, 1953, in Docket No. G—-2119, be and 
the same is allowed to continue in effect; and, Applicant’s First Revised Sheet 
No. 20 to its FPC Gas Tariff, Original Volume No. 2, be and the same is hereby 
disallowed, effective as of 8:00 a. m., April 21, 1954, thereby continuing in effect 
in lieu thereof Applicant’s Original Sheet No. 20 to its FPC Gas Tariff, Original 
Volume No. 2; all upon the terms and subject to the conditions of this order. 

(B) The aforesaid agreed-to revised rates and other changes to Applicant’s 
FPC Gas Tariff, made effective by paragraph (A) hereof, shall be deemed to 
have been filed and published in compliance with the Natural Gas Act and the 
Commission’s General Rules and Regulations, particularly Part 154 thereof 
(18 CFR, Part 154). 

(C) On or before July 1, 1954, Applicant shall, in accordance with the pro- 
visions of Article II of the aforesaid proposed settlement, by refunds or credits 
to its utility customers, which shall include interest at 6% per annum, adjust its 
charges for natural gas sold, from and after 8:00 a. m., April 21, 1954, to such 
customers for resale so that such charges will be the same as they would have 
been if the aforesaid agreed-to revised rates and other changes to Applicant’s 
FPC Gas Tariff, made effective by paragraph (A) hereof, had been in effect at 
all times on and after 8: 00 a. m., April 21, 1954. 

(D) On or before July 15, 1954, Applicant shall: 

(1) Submit to the Commission three copies of a report, in writing and under 
oath, certifying to the Commission that it has fully complied with paragraph 
(C) of this order, and setting forth a detailed statement showing the method of 
ealculation and the amounts of payments or refunds and of all credits, as well 
as the dates thereof; and, 

(2) Obtain and submit with the aforesaid report a receipt of satisfaction or 
release from each of its utility customers evidencing discharge of Applicant’s 
liability to make refunds or credits pursuant to Article II of the aforesaid pro- 
posed settlement and paragraph (C) hereof. 

(E) Applicant shall, in accordance with Articles IV, V, and VI of the 
aforesaid proposed settlement, make the refunds and file the changes in rate 
schedules (embodying across-the-board per Mcf rate reductions in then effec- 
tive rate schedules) as contemplated and provided for in said Articles, the 
provisions of which are hereby incorporated and made a part hereof by ref- 
erence. Within 30 days next following any refunds made pursuant to this 
paragraph of this order, Applicant shall submit to the Commission, in writ- 
ing and under oath, compliance reports setting forth data and including re- 
leases similar to those required by paragraph (D) of this order. 

(F) Applicant, over the signature of a responsible officer, shall file with the 
Commission, within 10 days from the date of the issuance of this order, in 
writing and under oath, an original and four (4) conformed copies of its ac- 
ceptance of the terms and conditions of this order. 

(G) The proceedings in Docket ‘Nos. G-2119 and G—2315 be and the same are 
hereby terminated, subject to the terms and conditions contained in this order. 
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(H) The termination of the proceedings in Docket Nos. G-2119 and G—2315, 
as heretofore provided in this order, is without prejudice to any findings or 
orders which have been or may hereafter be made by the Commission, and is 
without prejudice to the claims or contentions which may be made by the Com- 
mission, Applicant, or any other party hereto, in any proceedings now pending 
or hereafter instituted. 


Commissioner Draper not participating. 
APPENDIX A 
DOCKET NOS. G—2119 AND G-2315 


New YorkK SraTe Naturat Gas CoRPORATION 


Summary of Proposed Settlement Rates 











Third Revised Volume No. 1 Tariff Rate ger 
Zone 1: therm (cents) 
36. 85 
Penni OA TST TE ee 43 


CQ-3 First 95,250 Mcf 

























TUNG, I rec hi iiaciienien ics eactincnsnnneniniapmonenaaell 48. 29 

io. we 8 AR a a ee eee 46. 00 
GUE Ta Gee Wikies has 50. 69 
TR TE inh casi scsciiecevcsiepptinsnnenonnetbiahiliadiocatle 48. 29 

I SEIN isi aici crctticncnceticcessandh aedticeeeatmanle 46. 00 

CRB IS Se i cinticntetiinsninainouiiiige 50. 69 
iain ch aiaeg entering cera 48. 29 

a es OR ieee ee 46. 00 

OR-S-B -Fibet: Gee Wie ie nn i ess 50. 69 
I iii cstniemsintenseicsinins tp ning ree ania 48. 29 

CUE TI ili cle iliccisateinsinin sail wtiedindaet ee 46. 00 

CR-S-D - First 100,000 Therma... 4. 829 
ROR Dorey Cee eee 4. 600 

CU i sitcininstnnttlemeeeaitiaiien 4. 360 

CS. TR Se arches chcrethnsicctcnntemicninbctensthdacenedl 48. 29 
TR i aca iris intieniieattetade aa 


300,000 Mcf 


Original Volume No. 2 
General System 


*NoTs: For all gas delivered monthly in excess of stated contract quantity. 
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APPENDIX B 
DOCKET NOS. G—2119 and G—2315 
NEW YORK STATE NATURAL GAS CORPORATION 


Comparison of revenues from rates in effect prior to July 15, 1958, proposed in 
G-2119, proposed in G-2315, and proposed in setilement, based upon actual 
general system sales during 1953 


















Revenues under rates 
Rate 
Customer schedule | Annual 
desig- volumes | Effective | Proposed | Proposed | Proposed 
nation prior to in in in settle- 
G-2119 G-2119 G-2315 ment 
Mieebey & BUG. ...cccsccstoccascnvses CQ-1 284, 300 $94, 530} $107,606) $148,784) $104, 765 
No. Penn Gas Co....---. -| CQ-1 296, 739 98, 666 112, 316 () 109, 457 
United Natural Gas Co..- -| CQ-1 6, 668,817} 2,217,382) 2,524,149) 3,056,789) 2, 459, 305 
Empire Gas & Fuel Co... a CQ-2 1, 041, 387 387, 917 442. 070 465, 139 435, 912 
Pennsylvania Gas Co, __..-. -| CQ-2 1, 729, 743 644, 329 734, 276 788, 895 715, 772 
Penn-York Nat. Gas Co... -| CQ-2 2, 363, 290 880, 326} 1,003,216) 1, 087, 888 977, 109 
No. Penn Gas Co._.-.....-- -| CQ-2 4, 968,029) 1,850,591) 2,108,927) 2,624,916) 2,076,020 
Iroquois Gas Corp._--.-.-- -| CQ-3 1, 548, 194 652, 093 741, 972 998, 941 773, 067 
Corning Nat. Gas Co...- -| CQ-3A 761, 731 324, 799 369, 616 454, 836 385, 112 
Woodhull Munic, Gas... -| CR-3A 32, 039 13, 697 15, 585 18, 053 16, 241 
Fillmore Gas Co__...-.---.--.- -| CR-3A 106, 649 45, 592 51, 885 59, 338 54, 060 
Republic L., H. & P. Co...--- -| CR-3A 192, 337 82, 224 93, 572 118, 066 97, 496 
Southern Tier Gas Co.....-.-.-- --| CR-3A 250, 028 106, 887 121, 639 140, 694 126, 739 
Iroquois Gas Corp. -....--.- -| CR-3A 318, 567 136, 187 154, 981 (2) 161, 482 
Pavilion Nat. Gas Co.... -| CR-3A 875, 564 372, 293 423, 651 514, 212 441, 411 
Producers Gas Co........----- ---| CR-3A 953, 721 405, 223 461, 118 526, 074 480, 449 
Empire Gas & Fuel Co., Ltd.......- CR-3A 1, 048, 430 442, 584 503, 596 767, 434 524. 705 
Penn-York Nat. Gas Co.......--..-.- CR-3B 1, 386, 238 583, 386 663, 790 935, 172 691, 607 
Niagara Mohawk Pwr. ..--.-----..- CR-43 | 27,654,206) 11,916,459) 13, 566,442) 15,222,715) 14, 103, 645 
Rochester G. & E. Co.....-------.--| CR-3D | 9,235,210) 3,666,583) 4,175,294) 5,015,622) 4, 350, 001 
N. Y. State E. & G. Co......---...-- CR-3E 6, 757, 495| 2, 577,383; 2,934,882) 3,785,320) 3,056,713 
Want Gis Gas O8. . .ccccescsteckcn~ OSS (CA) 84, 524 28, 316) 32, 204 38, 036 33, 548 
Peoples Nat. Gas Co............-..- Ca 180, 104 60, 335 68, 619 81, 047 71, 483 
Bh bind pectdebtdbenensidslencehdicaen 68, 737, 342) 27, 587, 782| 31, 411, 406) 36,847,971) 32, 246, 099 
Average per Mef (cents) ............|...-.......]....--<..-- 40. 14 45. 70 53. 61 46. 91 
Increase over rates in effect prior 

OD BPI oto cence cccsatiaccesl paccducnnnslsdcnunecesdntaminaduwen 3, 823, 624) 9,260,189) 4, 658, 317 
PaeseGns GSIGD.... ccccecccenccce|ancascceseslanqensocncnulgeunveddscas 13. 86) 33. 57 16. 89 




















1 Combined in figure shown for same company under CQ-2 schedule, 
2? Combined in figure shown for same compen under CQ-3 schedule. 
3 Deliveries under former rate schedule CR-3C combined with those under schedule C R-4. 





Findings and order modifying order issuing certificate of public convenience 
and necessity 


Arkansas-Oklahoma Gas Co. 
Docket No. G—2191 
May 20, 1954 


Fort Smith Gas Corporation (Petitioner), an Arkansas corporation having 
its principal place of business in Fort Smith, Arkansas, filed a petition pursuant 
to Section 1.7 of the Commission’s Rules of Practice and Procedure for an 
order amending the order of the Commission issued November 2, 1953, In the 
Matter of Arkansas-Oklahoma Gas Company, Docket No. G-2191, 12 F. P. C. 
1348, and substitute therein the name of Fort Smith Gas Corporation for and 
in the place of Arkansas-Oklahoma Gas Company. 

The Commission, on March 1, 1954, made findings and issued an order In the 
Matters of Arkansas-Oklahoma Gas Company, Docket No. G—2332, and Fort 
Smith Gas Corporation, Docket No. G-2333, which, among other things, au- 
thorized Petitioner to acquire and operate the facilities described in the Com- 
mission Order issued November 2, 1953, in Docket No. G—2191. 


now ere AA 
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The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the order issuing a certificate of public convenience and necessity to Arkansas- 
Oklahoma Gas Company, issued November 2, 1953, in Docket No. G—2191, be 
modified as hereinafter provided. 

The Commission orders: 

(A) The order of the Commission issued November 2, 1953, in Docket No. 
G-2191, issuing a certificate of public convenience and necessity to Arkansas- 
Oklahoma Gas Company, be and the same is hereby modified so as to reflect 
the substitution therein of Fort Smith Gas Corporation as the operating cor- 
porate entity of the facilities described in the Commission’s order entered 
therein. 

(B) In all other respects the order in (A) above shall remain in full force 
and effect. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2356 
May 20, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal office in El Paso, Texas, on January 18, 1954, filed application 
with the Federal Power Commission for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act authorizing the con- 
struction and operation of: 

(1) Approximately 32.5 miles of 10%-inch OD transmission pipeline, extend- 
ing from the downstream side of Barnhart’s gasoline plant in Reagan County, 
Texas, to a point of connection on Applicant’s 20-inch Upton County line, in 
Section 47 Block Y of G. C. & 8. F. Railroad Company Survey, Upton County, 
Texas, and 

(2) A metering station to be known as Barnhart Purchase Meter Station for 
metering of gas purchased from Barnhart gasoline plant referred to in (1) 
above; 
for the transportation and sale of natural gas subject to the jurisdiction of the 
Commission, as described in the application on file with the Commission, and 
open to public inspection. 

The record shows the described facilities are necessary for the purpose of 
purchasing and acquiring 20,000 Mcf of natural gas daily from Barnhart Hydro- 
carbon Corporation in Reagan County, Texas. 

The estimated cost of the proposed facilities is $798,603 and their financing 
is to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 12, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
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fore found by the Commission in its January 11, 1944 order in Docket No. 
G-288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity and 
approval of abandonment 


Lone Star Gas Co. 
Docket No. G—2364 


May 20, 1954 


On February 9, 1954, Lone Star Gas Company, Applicant), a Texas corpora- 
tion with its principal office in Dallas, Texas, filed an application pursuant to 
Section 7 of the Natural Gas Act for (1) a certificate of public convenience 
and necessity authorizing the construction and operation of 6,221 feet of 65-inch 
transmission pipeline (crossing Red River at a point between Wichita County, 
Texas, and Tillman County, Oklahoma) ; and (2) permission and approval to 
abandon in place 6,539 feet of 4-inch pipe comprising the old river crossing of 
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Red River at approximately the same point referred to in (1) above, and being 
replaced by the pipeline described in (1) above, subject to the jurisdiction of the 
Commission. 

Temporary authority to construct and operate the above described facilities 
was granted by the Commission on February 12, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 12, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that the Red River crossing being replaced has developed 
such large and numerous leaks due to either water or sand action that it is not 
feasible to repair and maintain the pipe in the line comprising the crossing. 

The Commission finds: 

(1) Applicant, a Texas corporation baving its principal place of business 
at Dallas, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission system located in the States of Texas and Oklahoma, and by such 
operations is engaged in the transportation and sale for resale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of April 11, 1944, in 
Docket No. G—442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, are used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the construction 
and operation thereof by Applicant are subject to the requirements of subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The proposed abandonment in prace of facilities by Applicant are required 
by public convenience and necessity and approval should be granted as herein- 
after ordered and conditioned. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 18 
CFR 1.32 (b) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Lone Star Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 
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(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Colorado-Wyoming Gas Co. 
Docket No. G—2381 
May 20, 1954 * 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation, with 
its principal place of business in Denver, Colorado, filed, on March 2, 1954, an ap- 
plication for a certificate of public convenience and necessity, pursuant to Sec- 
tion 7 of the Natural Gas Act, authorizing the construction and operation of the 
following facilities for the transportation and sale of natural gas subject to the 
jurisdiction of the Commission : 

New Sales Laterals 

(1) Wellington, Colorado: 11,000 feet, 2-inch pipe 

(2) La Porte, Colorado: 6,000 feet, 2-inch pipe 

(3) Broomfield, Colorado: 10,000 feet, 2-inch pipe 

(4) North Westminster, Colorado: 16,000 feet, 6-inch pipe 

(5) Nunn, Colorado: (no lateral required ) 

Pipe Line Replacement 

(6) Brighton, Colorado: 19,000 feet, 4-inch pipe replacing 2%4-inch pipe 

(7) Fort Lupton, Colorado: 11,000 feet, 3-inch pipe replacing 2-inch pipe 
Sales Meter Stations 

(8) All above communities and in addition a replacement meter station at 
Greeley, Colorado. 

The proposed facilities will enable Applicant to render initial service to Rocky 
Mountain Natural Gas Company (Rocky Mountain) for resale to the towns of 
Nunn and Wellington, Colorado, and to provide increased supply to Public Serv- 
ice Company of Colorado (Public Service), an existing customer of Applicant, 
for initial resale to the towns of Broomfield and La Porte, Colorado. The esti- 
mated peak day requirements of the above communities are as follows: 


Peak day (Mef at 14.73 Ibs) 
—10° F 


1954-55 | 1955-56 | 1956-57 


Rocky Mountain Natural Gas Co.: 
Wellington, Colo. 
Nunn, Colo 


Public Service Co. of Colorado: 
Broomfield, Colo 
La Porte, Colo 








*Certificate amended by order issued December 28, 1954, infra, p. 1644. 
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In addition the above proposed facilities will enable Applicant to reinforce 
its existing service to Public Service in the localities of Brighton, North West- 
minister, and Fort Lupton, Colorado, and to improve its service to the Greeley 
Gas Company at Greeley, Colorado. 

Applicant proposes to sell to the Greeley Gas Company the existing meter 
station and a 7,300-foot section of 6-inch transmission line through which the 
town of Greeley, Colorado, is now served. The latter facilities, which are pres- 
ently located in a residential area would be replaced by new facilities to be 
installed in a more remote area. The transfer of delivery point contemplates 
no abandonment of service, merely a change of location in order to reduce haz- 
ards of operation. 

The total cost of the proposed facilities is estimated by Applicant to be 
$158,345 ; the depreciated value of the existing facilities which would be retired 
by replacement and sale is $24,817. Though not set forth in the application, the 
financing could be made up out of funds on hand. 

Applicant relies upon its supplier, Colorado Interstate Gas Company (Colo- 
rado Interstate) to furnish its additional requirements. Colorado Interstate 
has an authorized delivery capacity of 508,800 Mcf (Docket No. G-2120). The 
actual 1953-54 peak day demand on Colorado Interstate at an average mean 
temperature of +15 degrees was 454,575 Mcf, of which 62,165 Mcf was “non- 
jurisdictional” sales (Ex. 12, Docket No. G-2269). The peak day requirements 
of Colorado Interstate are estimated on a —10° average mean temperature 
which occurs infrequently in the area. It would appear that though Colorado 
Interstate’s capacity might be insufficient to meet the remote possibility of a 
sustained coincidental peak day demand by all its customers at —10° in the 
1954-55 winter season, it would be able to supply those requirements for a short 
period from line pack and by overloading the facilities (Ex. 12, Docket No. 
G-—2269). From the foregoing, it appears that adequate supply is available to 
Applicant for the service proposed herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 12, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application on file with the Commission and 
open to public inspection has been received. 

The Commission finds: 

(1) Colorado-Wyoming Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, 4 F. P. C. 938. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale for resale of natural gas in interstate commerce sub- 
ject to the jurisdiction of the Commission, as integral parts of Applicant’s 
existing pipe-line system, and the construction and operation thereof by Appli- 
cant are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 
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(5) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the ex- 
ercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at six months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as more fully described in the application and exhibits 
appended thereto in this proceeding for the transportation and sale for resale 
of natural gas therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set 
forth in paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 
157.20 of the Commission’s Rules and Regulations shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) Construction of the facilities herein authorized shall be completed and 
the operation and service herein authorized shall be actually undertaken and 
regularly performed by Applicant within six months from the date of issuance 
of this order. 

(D) Applicant shall sell gas to Rocky Mountain Natural Gas Company and 
Public Service Company of Colorado for the towns herein involved under 
Applicant’s Rate Schedule G—1, as proposed in the application. 

Commissioner Draper not participating. 


Order Issuing Preliminary Permit 
Northern Lights, Inc. 
Project No. 2141 


May 21, 1954 


Application was filed August 21, 1953, and amended March 29, 1954, by 
Northern Lights, Inc., of Sandpoi.t, Idaho, for a preliminary permit under the 
Federal Power Act (hereinafter referred to as the Act) for proposed Project 
No. 2141, to be located on Priest River and Priest Lake in Bonner County, 
Idaho, and affecting lands of the United States in the Kaniksu National Forest. 

The Act provides that preliminary permits shall be issued for a period or 
periods not exceeding a total of three years. 

As described in the application, the proposed project will consist of a dam 
(Site No. 3) on Priest River about 3 miles below the outlet of Priest Lake 
in sec. 18, T. 59 N., R. 4 W., B. M., which would regulate the surface of Priest 
‘Lake through a range of approximately 3 feet; and a powerhouse containing 
about 4,400 horsepower of capacity; a second dam (Site No. 4) about 8 miles 
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below Priest Lake in sec. 31, T. 59 N., R. 4 W., B. M., developing a stretch of 
the Priest River up to Dickensheet Bridge and a powerhouse containing about 
4,600 horsepower of capacity. 

The applicant proposes to distribute the power generated through its system 
for public-utility purposes. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that the proposed development at Site No. 3 would flood out Site No. 
1, the best site for full development of the water resources of the valley— 
and included in the proposed plan for the comprehensive development of 
the Columbia River and tributaries reported on by the Corps of Engineers in 
House Document No. 531, 8lst Congress, 2d Session—and that it is believed 
that a license, if granted, should contain provisions for allowing the full 
development of the storage at some future time. He states also that Site No. 
4 is listed in the review report as a potential site for future study and does 
not conflict with the dam at Site No. 1, but its economic desirability is depend- 
ent on storage regulation which would be secured by the construction of the 
storage reservoir. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Kaniksu National Forest, has reported favorably on the 
application and that a recommended article covering the fish problem will be 
submitted prior to issuance of a license. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported that the Department has no objection to issuance of a pre- 
liminary permit, subject to the inclusion of a stipulation relative to joint proj- 
ect planning studies of fisheries aspects. 

The Department of Fish and Game of the State of Idaho has reported that in 
view of the high recreational value of this area the granting of the permit would 
not be in the public interest and recommended that the permit be denied. 

The Governor of the State of Idaho has reported that the State of Idaho has 
no objection to any part of the proposal that does not involve regulation of the 
level of Priest Lake. 

Several individuals filed identical protests against the issuance of the permit 
stating, among other things, that they understood that the Northwest Power 
Pool has sufficient electric power facilities built and building to care for the 
foreseeable expanding northwest electrical power requirements within the next 
four or five years. 

The applicant in its application as amended has stated, among other things, 
that in its negotiations with the State of Idaho, both through the Governor and 
the Commissioner of Reclamation, it has offered to conform to the present reg- 
ulation of Priest Lake in every respect and to provide additional reereational 
facilities for the citizens of Idaho. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Idaho. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is appar- 
ent at this time for its development by the United States. 

(4) The project as proposed will affect lands of the United States within the 
Kaniksu National Forest. 

The Commission orders: 

(A) This preliminary permit is issued to Northern Lights, Inc. (hereinafter 
referred to as the Permittee) for a period of three years, effective as of May 1, 
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1954, for the sole purpose of maintaining priority of application for a license 
for Project No. 2141 to be located on Priest River and Priest Lake in Bonner 
County, Idaho, subject to the terms and conditions of the Act which is hereby 
incorporated by reference as a part of this permit, and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1308, entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each three-month period 
from the effective date of the permit to the Regional Bngineer of the Commis- 
sion having supervision over the project or to such other officer as the Com- 
mission may designate, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. The Permittee shall cooperate with the Department of Fish and 
Game of the State of Idaho and the United States Fish and Wildlife Service in 
carrying out joint project planning with the object of determining methods by 
which the effect of the project on fishery values may be minimized. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Findings and order issuing license (major) 
Central Maine Power Co. 
Project No. 2142 , Docket No. E-6456 
May 21, 1954 


Application was filed September 30, 1953, by Central Maine Power Company, 
of Augusta, Maine, for a license under the Federal Power Act (hereinafter re- 
ferred to as the Act) for proposed major Project No. 2142, to be known as the 
Indian Pond Project and located on the Kennebec River, navigable waters of 
the United States, in Somerset and Piscataquis Counties, Maine. 

On September 12, 1952, the applicant filed a declaration of intention (Docket 
No. E-6456) under the provisions of Section 23 (b) of the Federal Power Act to 
construct the proposed project, pursuant to the Commission’s August 12, 1952, 
letter informing it of the necessity for its filing. 

By letter dated June 4, 1953, the applicant was advised that the Commission 
would interpose no objections to its continuation of construction at its own risk 


of the project, provided an application for license was filed within 90 days from 
the date of the letter. 


The proposed project will consist of : 
(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
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necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the applicant or by the United States; 
such project area and project boundary being more specifically shown and de- 
scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Evhibdit J: Sheet 1 (FPC No. 2142-1) General map of project area; Sheet 2 
(FPC No. 2142-2) General map of transmission system. 

Evhibit K: Sheets 1 through 5 (FPC Nos. 2142-3 through -7) Map of project 
lands and boundary ; and Sheets 6, 7, and 8 (FPC Nos. 2142-8, -9, and -10) Map 
of transmission line and access right-of-way. 

(b) Principal structures, comprising: 

A reservoir with an area of about 3,666 acres at normal pool elevation of 955 
feet, U. S. G. S. Datum, formed by raising Indian Pond; a concrete gravity type 
dam composed of an intake section, a spillway section with roller gates and stan- 
chions, a flashboard section, a log sluce section, a bulkhead section, and flanked 
on the left bank by an earth dike; a detached earth dike ; four penstocks ; a power- 
house at the foot of the dam with total generating capacity of 76,600 kilowatts; 
a tailrace about 1,750 feet long; a log sluice; an access road; a substation ad- 
jacent to the powerhouse; a wood pole 115-kv transmission line about 29.6 miles 
long; a bay of the switchrack at the downstream Wyman substation; and ap- 
purtenent facilities ; 
the location, nature and character of which are more specifically shown by the 
exhibits hereinbefore cited and by certain other exhibits which also formed part 
of the application for license and which are designated and described as follows: 

Exhibit L: Sheets 1 through 6, and 9 (FPC Nos. 2142-11 through -16, and —19) 
Project structures. 


Exhibit M: General description of equipment in seven sheets signed September 
28, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, in- 
cluding such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission ; also, all riparian or other rights, the use or 
possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

The Secretary of the Army and the Chief of Engineers have approved the plans 
of the project structures insofar as the interests of navigation are concerned. 

The Public Utilities Commission of the State of Maine has reported that it 
does not deem it necessary to invoke the provisions of the Federal Power Commis- 
sion’s Plan of Cooperative Procedure by asking for a conference, creation of a 
board, or a joint concurrent hearing, but would appreciate receipt of copies of 
any pertinent data, proceedings or Federal Power Commission orders in the 
matter. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application, subject to the imposition in the 
license of certain conditions in the interest of fish and wildlife substantially 
as hereinafter provided. 

The Department of Inland Fisheries and Game of the State of Maine was 
notified of the filing of the application. 

The Kennebec River, which is about 164 miles long, is one of the more im- 
portant rivers in the State of Maine, and with its tributaries has a total 
drainage area of 5,970 square miles of which 5,580 square miles lie above 








1078 FEDERAL POWER COMMISSION 





Augusta. It has its source in Moosehead Lake, above which the stream is 
known as Moose River. The tidal section of Kennebec River extends to Augusta, 
44 miles above the mouth, and the outlet of Moosehead Lake is about 120 miles 
above Augusta. 

Above tidewater at Augusta to Skowhegan, a distance of 37 miles, the river 
varies in width from 500 to 600 feet and between Skowhegan and The Forks, 
a distance of 59 miles, the width will average about 475 feet. The slope is fairly 
uniform from Augusta upstream to the mouth of Sandy River, a distance of 
about 49 miles, and has an average slope of approximately 3.1 feet per mile. 
Between the latter point and Madison in a distance of about 3 miles there is 
an abrupt rise of approximately 90 feet. From Madison to Solon, about 14 miles, 
there is an average rise of about 4 feet per mile and above Solon to The Forks 
at the mouth of Dead River, about 30 miles, the rise is at a fairly uniform rate 
of about 8.6 feet per mile. 

Based on United States Geological Survey gaging station records (at Moose- 
head Lake outlet since October 1919, and at The Forks, 12 miles below the 
site of the proposed dam, with a drainage area of 1,570 square miles, since 
September 1901) the long-term average flow at the dam site is estimated at 
2,060 cfs. 

The Kennebec River, from points upstream from the proposed project down 
to points in the tidewater section of the river at Augusta and Bath, Maine, 
has been used extensively for the flotation of substantial quantities of sawlogs 
for a long period of time, beginning in the early 1800’s. Logs floated down the 
Kennebec were sawed into lumber chiefly at Augusta and Bath for nearby 
points and then reshipped to places outside the State of Maine, including the 
British West Indies, French West Indies, Swedish West Indies, Haiti, ports in 
the Azores, and to California in substantial quantities beginning as early as 
1825. For example, in that year 4,000,000 board feet of lumber were exported 
from the Kennebec River to California. 

Between the years 1900 and 1912 the average annual log drive on the Ken- 
nebec River from Moosehead Lake Outlet to The Forks, which includes the 
stretch wherein the Indian Pond Project is to be located, was 79,673,937 feet 
board measure (B. M.), and from The Forks down to Riverside Boom, 
120,792,340 feet B. M. 

The Kennebec River was used by the Indians as a route of canoe travel 
between the St. Lawrence and the Atlantic Coast. The Indians who lived on 
the banks of the river—often accompanied by French missionaries—moved 
northward in the winter to the recesses of the upper Kennebec and Moosehead 
Lake and in the spring traveled down the river in fur-laden canoes—sometimes 
to the sea, but usually no farther than Merrymeeting Bay, below Waterville, 
18 miles above Augusta. In time of war the Kennebec was the route of the 
French and their allies and was used by Benedict Arnold and his company of 
1100 men, who traveled up the river to about mile 82 in their campaign against 
the French in Quebec. Two hundred boats (bateaux) were used by Arnold to 
transport his men, supplies, and ammunition. 

Early settlers traveled in canoes up and down the river between Madison, 
at mile 52, and Gardiner, at tidewater, in order to get their corn ground. 

On the large lakes steamboats were introduced for towing. Especially was this 
the case at Moosehead Lake. The first steamboat on Moosehead Lake was 
launched April 23, 1836. It was 96 feet long, drew 2 feet of water and had a 
40-horsepower engine. The steamer “Amphitrite’—90 feet long and able to 
make six miles an hour—was put in operation in 1844. Four years later the 
“Moosehead” was commissioned. This craft with a speed of fourteen miles an 
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hour carried passengers in the summer, and towed logs during the log-driving 
season. 

A considerable amount of navigation by boats has at times extended over 
the river as far up as Waterville, both before and after the construction of the 
lock and dam at Augusta, the lock having been constructed about 1837. The 
steamboat “Waterville”, built at Bath, was running on the river in 1825. The 
steamer “City of Waterville’—90 feet long and 24 feet wide—ran up the 
river above Augusta in the 1890's, carrying freight and passengers. 

In a letter dated February 12, 1953, the Commission advised the applicant of 
the facts disclosed by an investigation made by the Commission’s staff of the 
proposed construction and further advised applicant that the staff proposed to 
recommend that the Commission find that the Kennebec River from its mouth 
at least up to Moosehead Lake above the proposed project constitutes a naviga- 
ble water of the United States within the meaning of Section 3 (8) of the 
Federal Power Act and that the interests of interstate or foreign commerce 
would be affected by the proposed construction. This letter was sent to afford 
the applicant an opportunity to controvert the facts disclosed by the staff 
investigation and to object to the findings proposed by the staff. Subsequently 


the applicant informed the Commission that an application for license would 
be filed. 


The Commission finds: 

(1) The Kennebec River from its mouth at least up to Moosehead Lake above 
the proposed project constitutes navigable waters of the United States. 

(2) If the project reservoir should be drawn down 5 feet, which is the draw- 
down proposed by the applicant, the project would have sufficient reservoir 
capacity to shut off completely the average flow of the Kennebec River at that 
point for a period of 4.5 days if being refilled after total depletion of useful 


storage, with the result that there would be a substantial reduction in river 
stage below the project dam. Since the river below the proposed project con- 
stitutes navigable waters of the United States, construction and operation of 
the proposed project would affect the navigable capacity of the Kennebec River. 

(3) The interests of interstate or foreign commerce would be affected by the 
construction and operation of applicant’s proposed project. 

(4) The applicant is a corporation organized under the laws of the State 
of Maine and has submitted satisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(5) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate the proposed project. 

(7) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(8) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for improving and developing the Kennebec River for the use and benefit 
of interstate or foreign commerce, for the improvement and utilization of water- 
power development, and for other beneficial public uses, including recreational 
purposes. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
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annual charge is 102,100 horsepower, and the energy generated thereby will be 
used for public-utility purposes. 

(10) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as hereinafter fixed and specified. 

(11) The 83,333 kva, 115/13.2 kv step-up substation which will adjoin the 
hydroelectric plant, the 29.5-mile, 115-kv transmission line from the Indian 
Pond plant to the switchrack at Wyman hydroelectric plant and a bay of the 
switchrack are part of the project within the meaning of Section 3 (11) of the 
Act, and should be included in the license for the project. 

(12) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(13) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) This license is issued to Central Maine Power Company under Section 
4 (e) of the Act for a period of 50 years, effective as of January 1, 1952, for 
the construction, operation, and maintenance of Project No. 2142 upon the 
Kennebec River, navigable waters of the United States, subject to the terms 
and conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-4, December 15, 1953, 16 F. P. C. 1284, entitled “Terms and Conditions of 
License for Unconstructed Major Project Affecting Navigable Waters of the 
United States”, which terms and conditions are attached hereto and made a part 
hereof; and subject to the following special conditions set forth herein as addi- 
tional articles: 

Article 19. Having commenced construction of the project in January 1952, 
the Licensee shall in good faith and with due diligence prosecute such con- 
struction, and shall complete the project and place it in operation on or before 
December 31, 1955. 

Article 20. The Licensee shall prior to impounding water clear all lands 
in the bottoms and margins of the reservoir between high-water elevation 955 
feet and a plane at elevation 940 feet above mean sea level, and shall cut all 
trees and brush within the area below the 940-foot elevation so that no brush 
or trees will protrude above said elevation; and shall dispose of all temporary 
structures, unused timber, slash, refuse, or inflammable material resulting 
from the clearing of the lands or from the construction of the project works. 
In addition, all trees above the high-water line of the reservoir which may die 
from operation of the reservoir shall be removed. The clearing of the lands and 
the disposal of the material shall be done with due diligence and to the satis- 
faction of the authorized representative of the Commission. 

Article 21. The Licensee shall make such reasonable modification of project 
structures and operations, consistent with operational demands, as may be 
ordered by the Commission upon the recommendation of the Department of 
Inland Fisheries and Game of the State of Maine or the Secretary of the Interior. 

Article 22. The Licensee shall enter into an agreement with the Department 
of Inland Fisheries and Game of the State of Maine to operate its project and 
related project features, consistent with operational demands, in such manner 
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as may be determined necessary for the preservation and propagation of fish 
and wildlife resources by the Department of Inland Fisheries and Game of the 
State of Maine after study of the project in operation, provided, however, that 
any agreement made pursuant to this article shall not become effective until 
it is approved by the Commission. 

Article 23. The Licensee shall pay to the United States the following annual 
charge: 

For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the installed 
capacity (102,100 horsepower), plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during each calendar 
year for which the charge is made. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 

Commissioner Draper not participating. 


Supplemental order authorizing issuance of first mortgage bonds 
California Electric Power Co. 
Docket No. E-6559 


May 26, 1954 


By order issued May 10, 1954, 13 F. P. C. 1030, in the above docket, the Com- 
mission authorized California Electric Power Company (Applicant) to issue 
and sell through competitive bidding $8,000,000, principal amount, of first mort- 
gage bonds, series due 1984, subject to the provisions, among others, as set 
forth in paragraph (E) of that order reading as follows:* 


(E) The proposed issuance and sale of first mortgage bonds at competi- 
tive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating to 
compliance with competitive bidding requirements and Section 34.2 (k) (4) 
of the Rules, relating to affiliation, and shall have either filed such amend- 
ments or shall have mailed them and advised the Commission by telephone 
and telegraph as contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by 


the Applicant for the first mortgage bonds and the interest rate thereof, 
by a further order. 


Applicant on May 25, 1954, filed an amendment to its application in the above- 
entitled matter, setting forth, among other things, that it proposes to accept, as 


?By that order Applicant was also conditionally authorized to issue and sell 105,000 
shares of cumulative preferred stock by means of an underwriting agreement which issu- 


ance and sale will be consummated on a later date pursuant to further authorization of the 
Commission. 


468918—61——_71 
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providing the lowest cost of money to it, the bid of Blair, Rollins & Co. to 
purchase the proposed issuance of $8,000,000, principal amount, of first mort- 
gage bonds, series due 1984, for the price of 100.15 with an interest rate of 
314% per annum. 

The Commission finds: 

(1) The applicant has satisfactorily complied with the aforementioned require- 
ments of paragraph (E) of the Commission’s order issued May 10, 1954, in the 
above docket, and under the bid it proposes to accept for the proposed issuance 
of first mortgage bonds the price to be received by the Applicant for the first 
mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object, within the corporate 
purposes of the Applicant and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by the Applicant 
of service as a public utility and which will not impair its ability to perform 
that service, and is reasonbly appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds 
and the interest rate thereof, all as described above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to 
above, upon the terms and conditions and for the purposes specified to the 
application, as supplemented by the amendment referred to above, be and the 
same hereby are authorized, subject only to the provisions of paragraphs (F), 
(G), (H) and (1) of the Commission’s order issued May 10, 1954, in this 
matter. 


Order amending order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—2120 
May 27, 1954 


On April 26, 1954, Colorado Interstate Gas Company (Applicant) filed a 
motion to amend the order issued July 3, 1953, 12 F. P. C. 1047, as amended by 
order issued October 30, 1953, 12 F. P. C. 1342, issuing a certificate of public 
convenience and necessity, by deleting therefrom authorization for the con- 
struction and operation of 26.4 miles of 8-inch pipeline, designated as Portland 
Loop, looping the existing lateral line from the Denver-Amarillo transmission 
line to a point on the lateral near the existing plant of the Ideal Cement Com- 
pany, all in the State of Colorado, being the facilities described in paragraph 
(C) (1) of said order issued July 3, 1953. 

As grounds for this request, Applicant indicates that due to a reduction in 
estimated requirements, the present facilities are adequate to handle the 
anticipated load on the lateral, and that it would not be economical to make the 
investment required for the proposed loop line. 

The estimated cost of construction of the facilities to be deleted is $499,956. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered and 
conditioned, the order of the Commission, issued July 3, 1953, and as amended, 
issuing a certificate of public convenience and necessity in this proceeding. 
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The Commission orders: 

(A) The order of the Commission, issued July 3, 1953, issuing a certificate 
of public convenience and necessity in this proceeding, as amended by order 
issued October 30, 1953, be and the same is hereby amended by deleting the 
authorization for the construction and operation of the facilities hereinbefore 
described. 

(B) In all other respects the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity, issued on July 3, 1953, as amended, shall remain in full force and 
effect. 


Findings and order issuing certificate of public convenience and necessity 


El Paso Natural Gas Co. 
Docket No. G—2363 
May 27, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation, with its 
principal place of business at El Paso, Texas, filed an application on February 
5, 1954, and a supplement thereto on March 22, 1954, for a certificate of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, au- 
thorizing the acquisition, purchase and operation of 36 metering stations and ap- 
purtenant facilities, all located in Pinal County, Arizona, from the Natural Gas 
Service Co. of Arizona. 

The metering facilities which Applicant proposes to acquire and operate will 
be used for the measurement of natural gas which it sells to Natural Gas Service 
Co. at various points in Pinal County. 

The depreciated cost of the facilities to be acquired is estimated to be approxi- 
mately $19,980, which Applicant proposes to finance from cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 24, 1954, respecting the matters involved and the issues presented by the 
application as supplemented. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of nat- 
ural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the acquisition and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
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satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed acquisition and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (4) (ii), (4) (iii), amd (5) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of Prac- 
tice and Procedure (18 CFR 157.20) should attach to the certificate hereinafter 
issued, and to the exercise of the rights granted thereunder, and that the time 
within which the acquisition of facilities authorized by this order shall be com- 
pleted and in actual operation, should be fixed at 4 months from the date on 
which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to acquire and operate the 
facilities hereinbefore described, all as more fully described in the application, 
as supplemented, in this proceeding, for the transportation and sale for resale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (4) (ii), (4) (iii), and (5) of Section 157.20 of the Commis- 
sion’s Rules and Regulations, including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be acquired 
and placed in actual operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 4 
months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Trunkline Gas Co. 
Docket No. G-2398 
May 27, 1954 


Trunkline Gas Company (Applicant), a Delaware corporation having its 
principal office in Houston, Texas filed, on March 18, 1954, an application for a 
certificate of public convenience and necessity pursuant to the provisions of 
Section 7 of the Natural Gas Act, authorizing it to increase the maximum daily 
volume of gas to be sold and delivered to the City of Fairfield, Minois, from 1,200 
Mcef per day to 1,995 Mcf. 

Pursuant to Commission order and after due notice thereof, a public hearing 
was held in Washington, D. C., on May 18, 1954, respecting the matters involved 
and the issues presented by the application. No protest to the granting of the 
application has been received. 

Applicant presently serves the City of Fairfield with natural gas in volumes 
up to 1,200 Mcf per day pursuant to the Commission’s order dated February 
7, 1952, in Docket No. G-1618, whereby Applicant was directed to establish 
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physical connection of its facilities with the facilities of Fairfield and to sell 
natural gas to Fairfield in the maximum volumes therein stated. 

Applicant states that a study made by Applicant and by the City of Fairfield 
indicate that to enable Fairfield to meet its future market requirements, peak- 
day volumes of natural gas up to 1,995 Mcf are needed by Fairfield. Applicant 
and Fairfield have entered into a new service agreement dated January 11, 
1954, which provides for deliveries of up to 1,995 Mcf per day under Applicant’s 
SG-1 Rate Schedule. No new facilities are required. 

The record shows that Applicant has sufficient volumes of gas available to 
it, and that its system has sufficient capacity, to enable the delivery by it of 
the additional volumes of gas to Fairfield as herein proposed. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal office at Houston, 
Texas, owns and operates among other facilities a natural gas transmission 
pipeline system extending from Texas to Illinois and by such operations is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
May 4, 1950, in Docket No. G-—882, et al. 

(2) The additional volumes of gas proposed to be delivered and sold by 
Applicant to the City of Fairfield will involve the transportation and sale for 
resale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and such transportation and sale by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed transportation and sale of natural gas are required by the 
public convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned. 

(6) Public convenience and necessary require that the general terms and 
conditions set forth in paragraphs (1), (3) (iii) and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to transport and sell up to 1,995 Mcf per 
day of natural gas to the City of Fairfield, Illinois, all as more fully described 
in its application in this proceeding, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (3) (iii) and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 
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Order modifying and amending orders issuing certificates of public convenience 
and necessity 


Transcontinental Gas Pipe Line Corp.; Carolina Natural Gas Corp.; Public 
Service Company of North Carolina, Inc. 


Docket Nos. G—1277, G-1411 ; G—1335 ; G-1407 
May 28, 1954* 


By our order issued December 11, 1953, modifying, supplementing, and affirm- 
ing as modified and supplemented, the initial decision of the Presiding Ex- 
aminer In the Matter of Transcontinental Gas Pipe Line Corporation, et al., 
Docket No. G—1277, 12 F. P. C. 421, and reopening and consolidating the 
above-entitled proceedings, it was provided in part as follows under Paragraph 
(C): 

(C) In view of our action herein, the above-entitled proceedings at 
Docket Nos. G—1277, G—1335, G-1407, and G—1411 are hereby reopened and 
consolidated for the purpose of hearing but limited to the specific purposes 
hereinafter set forth: 

(i) To afford Transcontinental and Interveners, Maplesville, Ashland, 
Lineville, Alabama; and Morganza, Louisiana, an opportunity to show cause 
why the authorization contained in the Commission’s Order issued April 
28, 1950, in Docket No. G—1277, to supply natural gas to the interveners 
of Maplesville, Ashland, Lineville, Alabama, and to Morganza, Louisiana, 
should not be rescinded. 

(ii) In addition, Transcontinental and Carolina Natural shall be further 
afforded an opportunity to show cause why its authorization, contained in 
the Commission’s Order issued June 7, 1951, in Docket No. G—1411, whereby 
Transcontinental was authorized to sell and deliver certain volumes of 
natural gas to the Carolina Natural Gas Corporation, should not be res- 
cinded to the extent of such deliveries thereby authorized to Carolina 
Natural and also to afford Transcontinental and Public Service an op- 
portunity to show cause why its authorization to supply natural gas to 
the Public Service Company of North Carolina, Inc., should not be reduced 
in proportion to the volumes of gas which Public Service originally pro- 
posed to sell and deliver to Shelby and Kings Mountain, North Carolina, 
for ultimate distribution in said communities. 

(iii) To afford Carolina Natural Gas Corporation an opportunity to 
show cause why its certificate of public convenience and necessity, issued 
June 7, 1951, at Docket No. G—1335, should not be vacated. 

(iv) To afford Public Service Company of North Carolina, Inc., an op- 
portunity to show cause why its certificate of public convenience and neces- 
sity, issued June 7, 1951, at Docket No. G—1407, should not be modified to 
the extent of deleting therefrom authorization to provide natural gas service 
to the communities of Kings Mountain and Shelby, North Carolina. 

(v) The proceedings, heretofore designated as Docket No. G—1277 (Re- 
opened), are reopened to afford the interveners, Kings Mountain and Shelby, 
North Carolina, Belton, Greenwood (System), Woodruff, Greer, Fountain 
Inn, South Carolina, and the Fort Hill Natural Gas Authority which pro- 
poses to supply gas to several communities in South Carolina; and Bogart, 
Georgia, an opportunity to submit further evidence as to the economic 
and financial feasibility of their proposed projects. 


*Order amended by order issued March 28, 1955. 
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Subsequent to the Commission’s order of December 11, 1953, the City of 
Covington, Georgia; the Town of Maplesville, Alabama; the East Central Ala- 
bama Gas District; and the Mid-Georgia Natural Gas Company were permitted 
to intervene in the reopened, consolidated proceeding, and the Carolina Central 
Gas Company was afforded further opportunity to present evidence with respect 
to its project whereby it proposed to render service to the City of Henderson- 
ville, North Carolina. 

Hearings commenced on February 8, 1954, and concluded on March 4, 1954. 

On March 2, 1954, counsel for the Fort Hill Natural Gas Authority moved for 
omission of the intermediate decision procedure, which motion was granted by 
order in these dockets issued on April 9, 1954, and the above matters are now 
before the Commission for final disposition. 


CAROLINA NATURAL GAS CORPORATION, DOCKET NO. G— 1335 


Carolina Natural Gas Corporation (Carolina Natural), in response to the 
order to show cause contained in paragraph (C) (iii) above, on February 8, 
1954, filed its answer in response thereto, which advised the Commission of the 
abandonment of both its allocation of natural gas in the volume of 3.235 Mef of 
natural gas per day,’ and its certificate of public convenience and necessity is- 


sued at Docket No. G—1335. Our order herein will make appropriate disposition 
of this matter. 


PUBLIC SERVICE COMPANY OF NORTH CAROLINA, INC., DOCKET NO. G—1407 


By order issued June 7, 1951, at Docket No. G—1407, as amended, the Public 
Service Company of North Carolina, Inc. (Public Service) was issued a cer- 
tificate of public convenience and necessity whereby, among other things, it 
was authorized to supply natural gas to the communities of Kings Mountain 
and Shelby, North Carolina, provided it obtained appropriate authorizations 
from said communities within a given period of time. Public Service has failed 
to obtain the required authorizations. 

In this proceeding both Kings Mountain and Shelby have sought direct allo- 
cations of gas for ultimate distribution in said communities by means of 
municipally-owned projects. It is evident from the record that there is no in- 
tention on their part of authorizing Public Service to supply natural gas within 
the corporate limits of such communities. Under these circumstances the cer- 
tificate of public convenience and necessity issued to Public Service should be 
modified to delete therefrom the authorization to supply natural gas for dis- 


tribution in the aforementioned communities, and our order herein will so pro- 
vide. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. G—1411 


On June 7, 1951, the Commission by its order issuing a certificate of public 
convenience and necessity to the Transcontinental Gas Pipe Line Corporation 
(Transcontinental), authorized Transcontinental to sell and deliver to Carolina 
Natural 3,235 Mecf of natural gas for ultimate distribution in various communi- 
ties in North Carolina. 


Said order also authorized Transcontinental to sell 
and deliver 16,385 Mcf of natural gas to Public Service for ultimate distribu- 
tion in the aforementioned State. In view of Carolina Natural’s abandonment 
of its project, it is appropriate and in the public interest that the certificate of 


1 Transcontinental Gas Pipe Line Corporation was authorized to deliver this volume of 
gas to the Carolina Natural Gas Corporation in the proceedings at Docket No. G—1411. 
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public convenience and necessity issued to Transcontinental, as of June 7, 1951, 
be modified so as to reflect revocation of such authorization. 

However, the evidence presented in this proceeding by Public Service con- 
cerning its requirements for natural gas shows that the public interest requires 
that Transcontinental’s authorization to supply Public Service with 16,385 
Mcf of natural gas per day (which was also the subject matter of the Commis- 
sion’s order of December 11, 1953), be continued in full force and effect without 
reduction, notwithstanding the elimination of Shelby and Kings Mountain from 
the area that Public Service is authorized to serve. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION 
Docket No. G—1277 


(Initial Proceeding) 


The Commission’s order issued April 28, 1950, in the initial proceeding at 
Docket No. G-1277 authorized Transcontinental to sell and deliver natural gas to 
the communities of Ashland and Lineville, Alabama, and Morganza, Louisiana, in 
the amount of 280 Mcf, 244 Mcf, and 125 Mcf of natural gas per day, respectively. 

In view of the record made herein, showing that these three communities will 
not require any part of the gas authorized for delivery, it is appropriate and in 
the public interest that said order of April 28, 1950, be modified to delete there- 
from the authorization in relation to the sale and delivery of natural gas to said 
communities.” 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION 
Docket No. G-1277 


(Reopened Proceeding Pursuant to Order Dated May 20, 1952) 


The order issued December 11, 1953, herein referred to, was conditioned to re- 
quire Transcontinental to reserve 16,953 Mcf of natural gas on a firm basis for 
possible future allocation to the various interveners listed below, provided that 
such interveners submit satisfactory proof of the economic and financial feasi- 
bility of their various projects: 


Mef 

per day 

Re Fines ibis tt iithtictrentltianaincsihenateiaisentiinslbeisttaliylaiitiinilie 1, 374 
Cae iii aan sienna 2, 156 
Ce NE, Ne camitibtiio tds enncdncne dade tnemeeibisbadadamaeniete 1, 707 
SOUR IE Tn ak dah it ceeshi ew a nenimmen ei bncncaniineeiisiliatinaaibaaiiols 744 
COR OE aa ai a iii ss ne Ei tic escenlia Statin esis Batata 5, 471 
ee RD Fae BI ain atkins thts cincinnati 8, 801 
Pans RN UNE II ct silage ln sciatic 429 
TU I UN cn ree sheet ct isla it apne olan 1, 080 
SIN NN, FN ick Bs isis en ipl Sian nappcap cli tina td alacant 191 
SI hick ns rpc tailed cichaiaeaproieilp thecal gral dicsioeaahithiaipeiaeapiaguaniiaknenadastahl 16, 953 


Due to the withdrawal of the City of Greer and the Town of Woodruff from 
further participation in these proceedings, it is in the public interest that Trans- 
continental be relieved of further obligation to reserve the quantity of 1,707 


2 Ashland and Lineville, Alabama, are included in the East Central Alabama Gas District 
for which provision is made herein. 
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Mef of natural gas per day for possible future allocation to the City of Greer 
and the quantity of 1,080 Mcf of natural gas per day for possible future alloca- 
tion to the Town of Woodruff. 

The evidence of record supports the conclusion that the interveners listed 
above, other than Greer and Woodruff, have satisfied the conditions set forth 
in our order issued December 11, 1953, bearing upon the economie and financial 
feasibility of their projects, and have shown that public convenience and neces- 
sity require that Transcontinental make the specified quantities of gas available 
to them, except that in the case of Kings Mountain the quantity should be 1,325 
Mcef and the quantity in the ease of the City of Greenwood should be 5,407 Mcf. 
Also, the allocation for Bogart, Georgia, should be granted to Mid-Georgia Nat- 
ural Gas Company for distribution in Bogart, Georgia, inasmuch as the evidence 
shows that such applicant will render service in Bogart under franchise 
authorization. 

Further, the public convenience and necessity require that, of the balance of 
2,900 Mcf per day remaining from the 16,953 Mcf per day, 600 Mcf per day be 
disposed of, pursuant to paragraph (B) (iv) of our order of December 11, 1953, 
to Delaware Power & Light Company on a firm basis, and that Transcontinental 
be authorized to deliver the remaining 2,300 Mcf per day in accordance with 
paragraph (B) (ix) of said order; provided, however, that delivery of the latter 
quantity (2,300 Mcf) is expressly reserved for utilization by Transcontinental 
to the extent that it may be required by Transcontinental for system operations 
and to otherwise assure maintenance of firm delivery requirements. 

Of the above quantity, by our order herein, there is allocated to the various 
interveners, namely, Kings Mountain, Shelby, Belton, Greenwood, Fountain Inn, 
Fort Hill Natural Gas Authority, and Mid-Georgia Natural Gas Company, the 
volume of 14,053 Mcf of natural gas per day. This volume, previously the 
subject matter of our order of December 11, 1953, was included in the temporary 
firm allocations set forth in paragraph (B) (i) thereof. It is recognized that 
these parties will not require the full quantities of natural gas allocated to 
them during the initial or developmental period of their projects. During this 
time any of the total of the 14,053 Mef so alloeated, but not taken by any 
or all of said parties, shall be delivered on a temporary firm basis, in accordance 
with the method set forth in paragraph (B) (ix) of the order of December 
11, 1953, except as such paragraph refers to Delaware Power & Light Company, 
provided, however, that during such period Transcontinental may, if the opera- 
tion of its system so requires, out of the total of 14,053 Mcf not taken by the 
customers to whom it is allocated, utilize such quantity as may be required 
for flexibility of operations and to maintain established firm service. 

The Town of Maplesville, also an intervener in this proceeding, presented 
a new project and requested an allocation of 368 Mcf per day, which is an 
increase of 267 Mcf over that previously allocated, to meet its maximum esti- 
mated third year requirements. An analysis of the evidence supports the 
conclusion that the estimate of requirements submitted by the Town to render 
service in the Maplesville area is reasonable, and that the project is both 
economically and financially feasible. The rendition of such natural-gas service 
in the area is in the public interest and required by public convenience and 
necessity. 

The East Central Alabama Gas District, as presently constituted, is composed 
of Ashland, Lineville and Goodwater, Alabama, and is also an intervener in 
this proceeding. It seeks an allocation of 1,388 Mcf per day of natural gas 
for distribution in the several towns named. 
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The Commission has heretofore found that a market for natural gas exists 
individually in the several. communities. The combined project, as here pre- 
sented, is economically and financially feasible, and the estimate of requirements 
is reasonable. We find that the quantity of 1,388 Mcf of natural gas per day 
should be made available to the East Central Alabama Gas District for dis- 
tribution in the communities specified. 

In the case of Carolina Central Gas Company, which was afforded an op- 
portunity to submit additional evidence with reference to an increase of the 
original allocation of 510 Mcf per day for distribution in Hendersonville, North 
Carolina, evidence was submitted which justifies an increase over its original 
allocation in the amount of 765 Mcf per day, or a total of 1,275 Mcf per day, 
and we so find. Our order will provide for the allocation of the volume found 
to be required for natural gas service. 

The City of Covington presented evidence in support of its’ project having 
an estimated third year requirement of 1,464 Mcf per day for distribution in 
the City of Covington and the Town of Oxford, Georgia. The evidence shows 
that the project is both economically and financially feasible. The record fully 
justifies an allocation of natural gas to Covington in the volume requested, 
were it not for the fact that there is now outstanding a certificate authorization 
issued as Docket No. G—2015 on December 11, 1953, to the Mid-Georgia Natural 
Gas Company to supply natural gas to those communities. By order issued 
February 3, 1954, the certificate referred to was made the subject matter of 
a rehearing now set to commence on June 17, 1954. Therefore, pending a 
final disposition of this matter, the quantity of 1,464 Mcf of gas per day must 
be retained unallocated on Transcontinental’s system, subject to further order, 
and dependent on the outcome of the proceedings in Docket No. G—2015. 


SYSTEM CAPACITY 


From an examination of the evidence, it appears that Transcontinental in 
the operation of its system has during the past winter been handicapped in 
meeting the full demands of all of its firm customers. This has resulted, in 
part, from the fact that certain of its customers, in order to meet maximum 
day requirements, subjected the Company to greater takes of natural gas than 
the volumes allocated to them by past orders of the Commission, and in part 
by the failure of the system to attain its certificated capacity on a sustained 
basis. Because of the load growth on the various gas-distributing systems 
attached to Transcontinental’s project, it may be called upon to make larger 
deliveries, unless some deterring factor * is interposed to coordinate authorized 
requirements with capacity. The Company has urged that a definite volume 
of natural gas (on the order of 5,000 Mcf per day) remain unallocated on 
its system in order to alleviate this situation and provide for flexibility in 
operation. 

In this regard, cognizance is taken of our recent order issued April 30, 1954, 
at Docket No. G-2368, whereby facilities were authorized to make available to 
Transcontinental additional capacity to improve its ability to meet the situation. 

We also have found that it is desirable and in the public interest to authorize 
Transcontinental to retain and utilize specified volumes of natural gas, other- 
wise authorized for delivery to specified customers on a temporary firm basis, 
whenever flexibility of operations and maintenance of firm service so require. 
By so providing, we believe that Transcontinental is afforded reasonable relief 


* Transcontinental has stated in this respect that it intends to file a revised tariff in which 
there will be incorporated a realistic over-run penalty to deter unauthorized over-runs. 














ORDERS 1091 


if reasonable safeguards are established to eliminate unreasonable and un- 
authorized over-runs. 

The Commission further finds: 

(1) The certificates of public convenience and necessity heretofore granted 
Transcontinental at Docket Nos. G-1277 and G—1411 should be modified to au- 
thorize and require Transcontinental to tender service agreements on or before 
July 31, 1954, to the parties listed below, which service agreements should not, 
unless so provided by further order of the Commission, specify daily contract 
demands for firm service in excess of the volumes set opposite the name of each 
such party: 


Mcf per day 
ings ‘Moeuntéin: Berth :Carclint........ se 1, 325 
Sei CO: Cine) se he sie sis ee ee eee 2, 156 
Tibem, Gowtis Gavotte se ee a ee eee la 744 
Greenwood and Honea Path, South Carolina__..........-_____________ 5, 407 
Fort Hill Natural Gas Authority (South Carolina) -..-__.___--________ 8, 801 
Fountein Inn, South Carcite.....i mie ee 429 
Mid-Georgia Natural Gas Company for distribution in Bogart, Georgia__ 191 
Maplesvilie;' Adepemea Camere es a a a 267 


East Central Alabama Gas District 


The above-named parties shall advise Transcontinental as to the acceptability 
of such agreements within 30 days from the tender of such service agreements 
and execute the same not later than three months from the date of said tender 
or forfeit their right to receive natural-gas service as herein authorized. 

(2) Transcontinental shall retain unallocated on its system natural gas in the 
amount of 1,464 Mcf per day, subject to further order of the Commission pend- 
ing disposition of the subject matter of the rehearing In the Matter of Mid- 
Georgia Natural Gas Company, Docket No. G—2015. 

(3) Transcontinental is able and willing properly to do the acts and to per- 
form the service proposed and to conform to the provisions of the Natural Gas 
Act, and the requirements, rules, and regulations of the Commission thereunder. 

(4) Public convenience and necessity require the modification of the certi- 
ficates of public convenience and necessity issued to Transcontinental at Docket 
Nos. G—1277 and G—1411, to Public Service at Docket No. G—1407, and the re- 
vocation of the certificate of public convenience and necessity issued to Carolina 
Natural at Docket No. G—1335, in conformity with our conclusions herein and as 
hereinafter ordered. 

The Commission orders: 

(A) The Commission’s order of June 7, 1951 at Docket No. G-1335, 10 F. P. C. 
1079, is hereby amended by revoking the authority therein granted to Carolina 
Natural Gas Corporation to construct and operate natural-gas pipeline facilities 
and to render natural-gas service in the various communities in North Carolina 
named therein. 

(B) The Commission’s order of June 7, 1951 at Docket No. G—1407 which is- 
sued a certificate of public convenience and necessity to the Public Service Com- 
pany of North Carolina, Inc., be and the same is hereby modified to delete there- 
from the authorization to supply gas in the communities of Shelby and Kings 
Mountain, North Carolina. 

(C) The order of June 7, 1951 at Docket No. G—1411 be and the same is 
hereby modified by revoking the authority therein granted to Transcontinental 
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Gas Pipe Line Corporation to supply natural gas to Carolina Natural Gas Cor- 
poration for ultimate distribution in the several communities in North Carolina 
named in its application. 

(D) The Commission’s order issued April 28, 1950, in the initial proceeding 
at Docket No. G—1277, 9 F. P. C. 58, which authorized Transcontinental Gas 
Pipe Line Corporation to sell and deliver natural gas to the communities of 
Ashland, Alabama; Lineville, Alabama; and Morganza, Louisiana, in the amount 
of 280 Mcf, 244 Mcf, and 125 Mecf per day, respectively, is modified to delete 
therefrom said authorization in relation to the sale and delivery of natural gas 
to such communities. 

(E) The Commission’s orders issued to Transcontinental at Docket No. 
G-1277 on April 28, 1950 and December 11, 1953, and at Docket No. G—1411 on 
June 7, 1951 are modified to authorize and require Transcontinental to sell and 
deliver natural gas in accordance with Finding (1) herein and as therein condi- 
tioned. Failure to meet the specified conditions as to any party shall, without 
further order of the Commission, constitute a forfeiture of all rights to receive 
natural gas service as herein authorized. 

(F) The Commission’s order of December 11, 1953, is supplemented to ef- 
fectuate the delivery of natural gas in accordance with paragraph (B) (ix) 
thereof, except that, insofar as the 2,300 Mcf per day remaining after the firm 
allocation of 600 Mcf per day to Delaware Power & Light Company is concerned, 
delivery thereof shall only be required of Transcontinental if the operation of 
its system so permits; such deliveries shall, under all circumstances, take pre- 
cedence over deliveries of excess and interruptible gas. 

(G) To the extent that the 14,053 Mcf of natural gas allocated for delivery in 
accordance with finding (1) to Kings Mountain, Shelby, Belton, Greenwood-Honea 
Path, Fort Hill Natural Gas Authority, Fountain Inn, and Mid-Georgia Natural 
Gas Company (Bogart), is not taken on any day, all volumes thus available on 
Transcontinental’s system shall be delivered on a temporary firm basis in ac- 
cordance with our order issued in these dockets on December 11, 1953, provided 
that Transcontinental may, if the operation of its system so requires, retain any 
part of such 14,053 Mcf not taken by those entitled thereto in order to maintain 
service and assure flexibility of operations. 

(H) The Commission’s Order of December 11, 1953, is hereby supplemented 
to effectuate the delivery of 600 Mcf per day, in accordance with paragraph (B) 
(iv) thereof, which will result in a total allocation to the Delaware Power & 
Light Company in the amount of 11,500 Mcf of natural gas per day on a firm 
basis. 

(I) Transcontinental shall retain unallocated 1,464 Mcf, which shall remain 
subject to further order of the Commission, pending disposition of the proceeding 
entitled In the Matter of Mid-Georgia Natural Gas Company, Docket No. G-2015. 


Order accepting proposed settlement and terminating proceedings 
Commonwealth Natural Gas Corp. 
Docket Nos. G-1815, G-2053 and G—2277 
May 28, 1954 


By order issued October 16, 1951, in Docket No. G—1815, the Commission, pur- 
suant to authority contained in Section 4 of the Natural Gas Act, ordered that 
a hearing be held concerning the lawfulness of the rates, charges and classifica- 
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tions contained in proposed First Revised Sheets Nos. 4 and 8B to FPC Gas 
Tariff, Original Volume No. 1, filed on September 19, 1951, by Commonwealth 
Natural Gas Corporation (Commonwealth). The said revised sheets provided 
for increased rates and charges to Commonwealth’s utility customers amounting 
to $267,000, or 9.7 percent, under rates theretofore in effect and based upon 
estimated sales for 1952. The proposed increased rates and charges were neces- 
sary, Commonwealth alleged, principally in order to pass on to its customers the 
increased rates and charges requested by Virginia Gas Transmission Company 
(Virginia or Seaboard) ,’ Commonwealth’s sole supplier, in Docket No. G—1806. 
The order also provided that, pending hearing and decision thereon, said revised 
sheets be suspended. Thereafter, on March 19, 1952, at the expiration of the 
period of suspension, upon motion of Commonwealth, the suspended revised 
sheets became effective under bond and subject to refund, if so ordered, of such 
portion of the increased rates and charges as the Commission might find not 
justified. 

By order issued September 12, 1952, in Docket No. G—2053, the Commission, 
pursuant to the authority contained in Section 4 of the Natural Gas Act, ordered 
that a hearing be held concerning the lawfulness of the rates, charges and classi- 
fications contained in First Revised Sheets Nos. 5 and 8 and Second Revised 
Sheet No. 8B to FPC Gas Tariff, Original Volume No. 1 filed on August 15, 1952 
by Commonwealth. The said revised sheets would have superseded the tariff 
sheets described immediately above and proposed increased rates and charges 
which would result in annual increased payments by Commonwealth’s cus- 
tomers amounting to $516,400, an increase of about 16 percent over and above 
the rates and charges requested in Docket No. G—1815 based on estimated sales 
for the year ending August 31, 1953. The proposed increased rates and charges 
Commonwealth alleged were necessary principally because of the proposed in- 
creased rates and charges requested by Virginia in Docket No. G—2054. The order 
also provided that, pending the hearing and decision thereon, the revised sheets 
filed on August 15, 1952 be suspended. Thereafter, on February 15, 1953, upon 
motion of Commonwealth, the suspended revised sheets became effective, under 
bond and subject to refund, if so ordered, of such portion of the increased rates 
and charges as the Commission might find not justified. 

By order issued October 13, 1953, in Docket No. G—2277, the Commission, 
pursuant to the authority contained in Section 4 of the Natural Gas Act, 
ordered that a hearing be held concerning the lawfulness of the rates, charges 
and classifications contained in FPC Gas Tariff, First Revised Volume No. 1, 
filed on September 14, 1953 by Commonwealth. The said revised Volume No. 
1 provided for increased rates and charges of about $19,166 or 0.5 per cent 
per year in addition to the rates and charges requested in Docket No. G—2053, 
based upon sales, after adjustment of billing demand units, for the year end- 
ing July 31, 1958. The proposed increased rates and charges principally were 
necessary, Commonwealth alleged, because of Virginia’s proposed increased 
rates and charges in Docket No. G-2275. The order also provided that, pending 
the hearing and decision thereon, the revised Volume No. 1 filed on September 
14, 1953 be suspended. Thereafter on March 1, 1954, upon motion by Common- 
wealth the suspended revised tariff became effective, upon the filing of Common- 
wealth’s undertaking, and subject to refund, if so ordered, of such portion of 
the increased rates and charges as the Commission might find not justified. 

By order issued on February 26, 1954, the Commission approved a rate 
settlement in Docket Nos. G—-1806 and G—2054 providing for a decrease of 70 


2 Virginia Gas Transmission Company was merged into Atlantic Seaboard Corporation 
on January 1, 1954. 
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cents per Mcf in the demand component and an increase of 4.62 cents in the 
commodity component of the rates and charges by Seaboard to Commonwealth 
for sales made after February 15, 1953. 

On April 5, 1954, the State Corporation Commission of Virginia filed, pur- 
suant to the Hinshaw Amendment (68 Stat. 36) a certificate in which it 
certified that all natural gas received by Commonwealth is received and 
consumed within the State of Virginia. It further certified that, under the 
laws of Virginia, the State Corporation Commission has regulatory jurisdiction 
over the rates, service, and construction and operation of the facilities of 
Commonwealth and is exercising such authority. 

By order issued on May 6, 1954, the Commission consolidated Docket Nos. 
G-1815 and G—2053, ordered that a hearing be held on June 21, 1954 respecting 
the proposed increased rates and charges therein, and further ordered Common- 
wealth to serve its proposed testimony and exhibits on all parties not later 
than May 22, 1954. 

Commonwealth on May 11, 1954 filed motions (1) requesting an extension 
of time within which to file its proposed testimony and exhibits which on 
May 18, 1954 was extended to June 2, 1954; (2) and requesting a dismissal 
of the proceedings in Docket Nos. G-1815, G-2053 and G—2277 on the basis of 
the following proposed settlement which has been agreed to by all of Common- 
wealth’s resale customers and held to be reasonable by the State Corporation 
Commission of Virginia : 

1. For the period ended February 14, 1953, no refund will be made to Common- 
wealth’s customers since Commonweath received no refund for this period 
and was operating at a loss. 

2. For the period February 15, 1953, through February 28, 1954, a refund 
will be made computed as follows: 

(a) The demand charge paid by each customer will be reduced by $0.70 per 
Mcf, which is the difference between the demand charge of $2.60 per Mcf 
actually paid by Commonwealth to its supplier under bond during such period 
and the demand charge of $1.90 per Mcf used by the Commission in computing 
the amount of refund to Commonwealth from Seaboard by its order in Docket 
Nos. G—1806 and G-2054 ; 

(b) The commodity charge paid by each customer will be increased by 4.62¢ 
per Mcf, which is the difference between the commodity charge of 25.7¢ per 
Mcf actually paid by Commonwealth to its supplier under bond during such 
period and the commodity charge of 30.32¢ per Mcf used by the Commission 
in computing the amount of refund due from Seaboard to Commonwealth by 
its order in Docket Nos. G-1806 and G-2054. 

(c) The heat content adjustment based on the Btu’s of the gas delivered 
will be changed from a base of 1025-1075 Btu on which Commonwealth made 
payment to its supplier under bond during such period to a base of 1150 Btu 
which was used by the Commission in computing the amount of refund from 
Seaboard to Commonwealth by its order in Docket Nos. G—1806 and G-—2054, 
issued February 26, 1954. 

3. For the month of March 1954, Commonwealth will agree to refund to its 
customers any amount which it might in the future receive for such period 
as a result of any order of the Federal Power Commission in Docket No. 
G-2275. 

4. In addition to such refunds, Commonwealth will refund proportionately 
to its customers any sums which it may receive from its supplier for the periods 
herein covered as a result of the recent action of the Supreme Court of the 


United States in declaring unconstitutional the Texas natural gas gathering 
tax. 
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Under the provisions of the proposed settlement, the following refunds will be 
made to Commonwealth’s resale customers in settlement of all matters involved 
in Docket Nos. G—1815 and G—2053. 


City of Richmond, Virginia $89, 605. 12 
The Petersburg & Hopewell Gas Co 11, 356. 49 
Suffolk Gas Corporation 2, 582. 79 
Portsmouth Gas Company 31, 811. 81 
Virginia Electric & Power Company 


206, 288. 21 


The Commission finds: 

(1) With respect to Docket Nos. G—1815, G-2053 and G—2277, the Commission 
has jurisdiction over the matters involved therein until its jurisdiction is super- 
seded by compliance with the requirements of the Hinshaw Amendment. 

(2) With respect to Docket No. G—2277, by virtue of Commonwealth’s rates 
and charges having been in effect under Commonwealth’s undertaking only 
since March 1, 1954, and by virtue of the certificate of the State Corporation 
Commission of Virginia having been filed on April 5, 1954, it appears that the 
amount of monies involved and subject to refund may reasonably be related to 
the month of March, 1954 and since Commonwealth has agreed to refund to 
its customers all sums received from its supplier for that month, it is reasonable 
and in the public interest to terminate the proceedings in Docket No. G-2277, 
provided that Commonwealth in conformity with the provisions of the proposed 
settlement advises the Commission in writing over the signature of a responsible 
officer that it will refund to its resale customers on an Mcf basis all monies 
attributable to such resale business received from Seaboard as a result of any 
order entered by the Commission in Docket No. G—2275. 

(3) Inasmuch as Commonwealth and all of its resale customers have agreed 
to the amount of refunds involved, it is appropriate and in the public interest 
in carrying out the provisions of the Natural Gas Act to dispose of all matters 
at issue, and to accept the proposed settlement. 

The Commission orders: 

(A) The terms and conditions of the proposed settlement set forth in the 
motion filed by Commonwealth on May 11, 1954 and as conditioned herein be 
and the same are hereby accepted. 

(B) The pending proceedings in Docket Nos. G—1815, G-2053 and G-—2277 be 
and the same are hereby terminated as of the date the Commission is advised 
that the proposed settlement has been effectuated and the condition specified 
in finding (2) has been satisfied. 


Order authorizing transmission of electric energy to Canada and superseding 
previous authorization 


Montana-Dakota Utilities Co. 
Docket No. IT-5460 
May 28, 1954 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware, qualified to do business as a foreign corporation in the 
States of Minnesota, Montana, North Dakota, South Dakota and Wyoming, with 
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its principal place of business in Minneapolis, Minnesota, in an application filed 
April 15, 1954, requested authorization, pursuant to the provisions of Section 
202 (e) of the Federal Power Act, to export electric energy to Canada in the 
maximum amounts hereinafter set forth; such authorization to supersede that 
previously granted to Applicant by Commission order issued December 24, 
1952, 11 F. P. C. 1546, in the above docket. 

More particularly, Applicant seeks authorization to transmit from the United 
States to (1) North Portal, Saskatchewan, up to 200,000 kwh per year at a 
maximum rate of transmission of 80 kw; (2) Northgate, Saskatchewan, up to 
30,000 kw per year at a maximum rate of transmission of 15 kw; (3) Elmore, 
Saskatchewan up to 5,000 kwh per year at a maximum rate of transmission of 
10 kw; and (4) Marienthal, Saskatchewan, up to 15,000 kwh per year at a maxi- 
mum rate of transmission of 10 kw.* 

The application shows that the amounts of energy which Applicant proposes 
to export will, like those amounts heretofore exported pursuant to the authori- 
zation granted by the aforementioned Commission order, be transmitted to 
Canada from points within the State of North Dakota over four 2.3-kv lines 
which are covered by a Presidential Permit signed by the President of the 
United States on May 18, 1942, and released to the Applicant by Commission 
order entered July 21, 1942, in the above docket. 

The application further shows that the foregoing amounts of energy which 
Applicant seeks to export will be used by it to render retail service to ultimate 
consumers in Canada in the same manner as it has heretofore provided. 

Notice of the filing of the application was published in the Federal Register 
on April 27, 1954 (19 FR 2457), and given to interested State officials. No 
protest or request to be heard thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Canada as lim- 
ited herein and as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Canada, in accordance with the terms and conditions set 
forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall not exceed the kilowatt-hours per year 
and the rates of transmission for each of the points of delivery as set forth in 
the recital above, and shall be over the facilities specified in the Presidential 
Permit signed by the President of the United States on May 18, 1942, and re- 
leased to the Applicant on July 21, 1942. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit signed by the President of the United States, referred to in 
Paragraph (B) above. 


1 Applicant was previously authorized by the Commission’s order issued December 24, 
1952, in the above docket, to transmit from the United States to (1) North Portal, 
Saskatchewan, up to 150,000 kwh per year at a maximum rate of transmission of 60 kw; 
(2) Northgate, Saskatchewan, up to 20,000 kwh per year at a maximum rate of transmis- 
sion of 10 kw; (3) Elmore, Saskatchewan, up to 2,000 kwh per year at a maximum rate of 
transmission of 5 kw; and (4) Marienthal, Saskatchewan, up to 4,000 kwh per year at a 
maximum rate of transmission of 10 kw. 
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(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish in triplicate reports annually, on or before February 15, showing the 
kilowatt-hours delivered through each of the points herein authorized, the 
maximum Kw of such transmission, and the consideration therefor during each 
month of the preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization shall be without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission, or any 
other regulatory body, and nothing herein shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted. 


(I) This order shall supercede the order, referred to above, issued in the 
above docket December 24, 1952. 


Order accepting surrender of license (transmission line) 
Montana Consolidated Mines Corp. 
Project No. 819 
May 28, 1954 


Application was filed April 29, 1954, by The Montana Power Company, of 
Butte, Montana, for surrender of the license for transmission-line Project No. 
819. 

The license for the project, which was issued December 13, 1927, for a period 
of 50 years to Montana-Idaho Mines Corporation, was transferred effective as 
of September 10, 1929, to Montana Consolidated Mines Corporation and later 
amended. The project properties were subsequently acquired by Minmont 
Company and are presently owned by The Montana Power Company. 

The project consists of a 2,300-volt transmission line, known as the East 
Pacific-Kleinschmidt transmission line and extending from the NW4%SWY of 
sec. 26 to the SE4 SE of sec. 34, T. 8 N., R. 1 W., Principal meridian, Montana. 
The Commission by letter dated July 8, 1947, informed Minmont Company that 

468918—61 72 
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it appeared to the Commission’s staff that the line is not a primary line as set 
forth in Section 8 (11) of the Federal Power Act, and therefore, is not within 
the licensing authority of the Commission. 

The Forest Service, United States Department of Agriculture, has issued to 
the Montana Power Company a Special Use Permit, effective July 1, 1953, 
authorizing continued operation and maintenance of the licensed line. 

The annual charges under the license for the project have been paid through 
the calendar year 1952 and the licensee’s copy of the license instrument has 
not been returned, the applicant stating that it does not have the license 
instrument. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for transmission-line Project No. 819 is accepted, 
effective as of June 30, 1953, subject to payment of the annual charges through 
said date. 


Order issuing new license (minor) 
Panamint Springs Co. 
Project No. 1764 
June 1, 1954 


Application was filed January 5, 1953, by Panamint Springs Company, of 
Lone Pine, California, for a new license under the Federal Power Act (here- 
inafter referred to as the Act) for constructed minor Project No. 1764, located 
on Darwin Wash in Inyo County, California, and affecting unsurveyed public 
lands of the United States in secs. 25, 26, 34, 35, and 36, T. 18 S., R. 41 B., 
and sec. 30, T. 18 S., R. 42 E., Mount Diablo meridian, California. 

The project—the original license for which expired March 25, 1953—occupies 
10.9 acres of lands of the United States and consists of: 

(a) All lands constituting the project area, the limits of which are 10 feet 
on each side of the points of diversion, pipelines, powerhouse and 110-volt power 
line. 

(b) Project structures, comprising a small collecting flume and box, a steel 
pipeline about 4.5 miles long, a secondary collecting pipeline from a spring, a 
powerhouse having an installed capacity of approximately 13 horsepower, and 
a short length of low-voltage electric power line. 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
and all rights, and interests the possession of which is necessary or appropriate 
in the maintenance and operation of the project. 

The said lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Erhibit F: (FPC No. 1764-1) Map in one sheet entitled “Power Project of 
W. A. Reid and Franklin Booth, Panamint Springs, Inyo County, California”, 
signed on August 8, 1940, by W. A. Reid and Franklin Booth. 

Exhibit G: Specifications in one typewritten sheet entitled “General Descrip- 
tion of Mechanical, Electrical and Transmission Equipment”, signed on August 
8, 1940, by Franklin Booth and William A. Reid. 
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The original license for the project was issued to Panamint Springs Company 
on March 26, 1948, for a period of 10 years. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application. 

The Department of Fish and Game of the State of California was notified 
of the filing of the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of California and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(4) The project occupies 10.9 acres of lands of the United States. 

(5) The issuance of a new license for the project as hereinafter provided 
will not interfere or be inconsistent with any reservation or withdrawal of 
public lands. 

(6) The installed capacity of the project is about 13 horsepower and the 
energy generated thereby is used by the applicant for domestic purposes at its 
desert resort. 

(7) The amount of annual charges to be paid by the licensee under the 
license for the purposes of reimbursing the United States for the costs of 
administration of Part I of the Act and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands is reasonable as hereinafter fixed and 
specified. 

(8) The exhibits described and designated in the second paragraph of this 
order conform with the Commission’s rules and regulations. 

(9) It will be to the public interest to waive the terms and conditions 
contained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it 
relates to approval of plans by the Chief of Engineers and the Secretary of 
the Army and to public notice; 6, insofar as it relates to public notice and 
to the acceptance and expression in the license of terms and conditions of 
the Act which are hereinafter waived; 10 (a); 10 (c), insofar as it relates 
to depreciation reserves; 10 (d); 10 (f); 11; 12; 14, except insofar as the 
power of condemnation is reserved; 15; 18, except insofar as it relates to 


fishways; 19; 20; 22; and 23 (a), insofar as it relates to the determination 
of fair value. 


The Commission orders: 

(A) This new license is issued to Panamint Springs Company under Sections 
4 (e) and 15 of the Act for a period of 10 years, effective as of March 26, 
1953, for the operation and maintenance of minor Project No. 1764, affecting 
lands of the United States, subject to the terms and conditions of the Act 
which is hereby incorporated by reference as a part of this license (except 
that the terms and conditions of Part I of the Act referred to in finding (9) 
above are hereby waived to the extent therein specified), and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-7, December 15, 1953, 17 F. P. C. 486, entitled “Terms and Conditions 
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of License for Minor Project Affecting Lands of the United States”, which 
terms and conditions are attached hereto and made a part hereof; and subject 
to the following special condition set forth herein as additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, $5.00. 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoy- 
ment of its lands, $5.00. 

(C) Exhibit F (FPC No. 1764-1) and Exhibit G are approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 318 (a) 
of the Act, and failure to file such an application shall constitute acceptance of 
this license. In acknowledgement of the acceptance of this license, it shall be 
signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order issuing new license (minor) 
State Game Commission of New Mexico 
Project No. 1874 


June 1, 1954 





Application was filed November 5, 1953, by State Game Commission of New 
Mexico, of Santa Fe, New Mexico, for a new license under the Federal Power 
Act (hereinafter referred to as the Act) for constructed minor Project No. 
1874, located on the north bank of Red River Canyon in Taos County, New 
Mexico, and affecting about 11 acres of lands of the State of New Mexico in 
lots 5, 7, and 8, sec. 3, T. 28 N., R. 12 E., New Mexico principal meridian, New 
Mexico, title to which was acquired subject to the provisions of Section 24 of 
the Federal Power Act. 

The project—the original license for which expired March 18, 1954— 
diverts water from springs in Red River Canyon and not from the Red River 
directly and consists of: 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined. 

(b) Project structures, comprising collection works from several springs 
close to the Red River; a 24-inch concrete pipeline extending about 3,100 feet 
from the collection works to the surge tank and rearing ponds of the fish 
hatchery; a surge tank; a penstock about 75 feet long; a concrete powerhouse 
13 by 18 feet; a tailrace about 562 feet long of 24-inch concrete pipe conducting 
all water from the hatchery and powerhouse to Red River; and distribution 
lines about 1,200 feet in total length extending from the powerhouse to hatchery, 
shop, fishfood storage refrigerator, etc., on the hatchery site. 

(c) All other structures, fixtures, equipment or facilities used or useful 
in the maintenance and operation of the project and located on the project 
area, and all rights, and interests the possession of which is necessary or ap- 
propriate in the maintenance and operation of the project. 
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The said lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as follows: 

Erhibit F: (FPC No. 1874-1) a map entitled “Red River Fish Hatchery— 
New Mexico State Game Commission, T. 28 N., R. 12 E., Taos County, New 
Mexico”. 

Erhibdit 1: A typed sheet of specifications describing the hydroelectric plant 
equipment, filed with the original application on February 2, 1942. 

The original license for the project was issued to State Game Commission of 
New Mexico on March 14, 1944, for a period of 10 years. 

An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on the application. 

The Commission finds: 

(1) The applicant is a department of the State of New Mexico and has sub- 
mitted satisfactory evidence of compliance with the requirements of all ap- 
licable State laws insofar as necessary to effect the purposes of a new license 
for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance of 
a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purposes which should presently be undertaken by 
the United States. 

(4) The project occupies about 11 acres of lands of the State of New Mexico 
title to which was acquired subject to the provisions of Section 24 of the Fed- 
eral Power Act. 

(5) The issuance of a new license for the project as hereinafter provided will 


not interfere or be inconsistent with any reservation or withdrawal of public 
lands. 


(6) The installed capacity of the project is about 13 horsepower and the 
energy generated thereby is used by the applicant for supplying the necessary 
power and light for operating its Red River Fish Hatchery; 

(7) The exhibits designated and described in the second paragraph of this 
order conform with the Commission’s rules and regulations. 

(8) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the license of terms and conditions of the Act which 
are hereinafter waived; 10 (a); 10 (c), insofar as it relates to depreciation re- 
serves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power of condemnation 
is reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 23 
(a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued, without charge, to State Game Commission 
of New Mexico under Sections 4 (e) and 15 of the Act for a period of 10 years, 
effective as of March 14, 1954, for the operation and maintenance of minor 
Project No. 1874, upon lands of the State of New Mexico, title to which was 
acquired subject to the provisions of Section 24 of the Federal Power Act, sub- 
ject to the terms and conditions of the Act which is hereby incorporated by 
reference as a part of this license (except that the terms and conditions of 
Part I of the Act referred to in finding (8) above are hereby waived to the 
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extent therein specified) and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-7, December 15, 1953, 17 F. P. C. 486, entitled “Terms and Conditions of 
License for Minor Project Affecting Lands of the United States”, which terms 
and conditions are attached hereto and made a part hereof. 

(C) Exhibit F (FPC No. 1874-1) and Exhibit 1 are approved as part of this 
license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
by the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order approving exhibits 
Northern States Power Co. 
Project No. 1982 


June 1, 1954 


Pursuant to Article 3 of the license for major Project No. 1982, Northern States 
Power Company, licensee for the project, filed for Commission approval certain 
exhibits on May 18, 1951, as corrected May 31, 1951, and as revised April 27, 
1954, to show and describe the project area and project boundary, including the 
transmission line between the Holcombe Project and the Jim Falls Plant. 

The Commission finds: 

The following above-referred-to exhibits conform to the Commission’s rules 
and regulations and should be approved as part of the license for the project, 
it being unnecessary for the other exhibit filed by the licensee to be approved as 
part of the license : 

Erhibit J: Sheet 2 (FPC No. 1982-10) General map of project. 

Evhibit K: Sheets 1, 2, and 3 (FPC Nos. 1982-11, -12, and -13), Maps of 
project boundary and reservoir area ; and Sheets 4 and 5 (FPC Nos. 1982-14, and 
-15) Maps of transmission line. 

The Commission orders: 

The above-described exhibits are approved as part of the license for Project 
No. 1982. 


Order issuing preliminary permit 
Public Utility District No. 1 of Chelan County, Washington 
Project No. 2151 
June 3, 1954 


Application was filed January 25, 1954 by Public Utility District No. 1 of 
Chelan County, Wenatchee, Washington, for a preliminary permit under the 
Federal Power Act (hereinafter referred to as the Act) for proposed Project 
No. 2151 to be located on Chiwawa River, a tributary of Wenatchee River, Chum- 
stick Creek, near its confluence with Wenatchee River, and Wenatchee River, a 
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tributary of Columbia River, in the region of the City of Leavenworth, near Lake 
Wenatchee in Chelan County, Washington. The project would affect lands of the 
United States within the Wenatchee National Forest. 

As described in the application, the proposed project, to be known as the 
Wenatchee Hydro-Electric Project, would consist of: (1) a rock fill dam in 
Chiwawa River, in Secs. 34 and 35, T. 28 N., R. 17 E., creating a reservoir with 
about 350,000 acre-feet of useful storage at elevation 2,250 feet and a power 
plant at the dam site with 10,000 kw of installed capacity; (2) a regulating dam 
at outlet of Lake Wenatchee for maintaining the lake during the entire summer 
recreational season at its maximum experienced high level at elevation 1,880 
feet and providing for use during the remainder of the year of approximately 
24,800 acre-feet of storage with 10 feet drawdown; and (3) a dam in Wenatchee 
River upstream from the confluence of Chiwaukum Creek, creating Tumwater 
Reservoir with water surface at about elevation 1,750 feet, a tunnel and penstock 
extending approximately six miles to a power plant with 135,000 kw of installed 
capacity near City of Leavenworth on Chumstick Creek just above its confluence 
with Wenatchee River. 

The comprehensive plan for the Wenatchee Hydro-Electric Project is designed 
to complement the generation at the applicant’s Rock Island plant. The power 
will be fed into the applicant’s system to serve the retail and wholesale loads, 
including municipalities and public agencies. 

The Chief of Engineers, Department of the Army, has reported favorably on 
the application, as has the Chief, Forest Service, acting for the Secretary of 
Agriculture, who has supervision over the Wenatchee National Forest. 

Joint protest against the application was filed by the Washington State 
Department of Fisheries and the Washington State Department of Game, on 
the grounds that the applicant has not complied with the requirement of State 
laws respecting the furnishing of detailed plans for fish protection, and inas- 
much as the Wenatchee River was one of the streams set aside as an area for 
fisheries transplantation and development in lieu of fish facilities at Grand 
Coulee Dam, the granting of any power project within such substitute area 
would conflict directly with the intent and nature of the cooperative fish propa- 
gation program between the State of Washington and the United States Bureau 
of Reclamation. The Chairman of the Fish Commission of Oregon has advised 
that that Commission is opposed to the proposed project and urges that before 
any preliminary permit is granted, the applicant be required to finance studies 
to determine the fisheries requirements. 

Upon consideration of the entire record in this proceeding, including the 
aforementioned protests, the Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of 
the State of Washington, having its office and principal place of business at 
Wenatchee, Washington. 

(2) Public notice of the application has been given as required by the Act. 
No conflicting application is before the Commission. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Utility District No. 1 of 
Chelan County (hereinafter referred to as the Permittee) for a period of 36 
months, effective as of the first day of the month in which the acknowledgment 
of acceptance hereof is filed with the Commission, for the sole purpose of main- 
taining priority of application for license for proposed Project No. 2151, subject 
to the terms and conditions of the Act, which is incorporated herein by reference 
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as a part of this permit, and subject to such rules and regulations as the Com- 
mission has issued or prescribed under the provisions of the Act. 

(B) This permit is subject also to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1308, entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions, described as Articles 1 through 8 therein, are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth as Articles 9, 10, and 11: 

Article 9. The Permittee shall cooperate with the State of Washington 
Department of Fisheries and Department of Game, and with the U. S. Fish 
and Wildlife Service, in carrying out project planning with the object of de- 
termining methods by which the effect of the project on fishery values may be 
minimized. 

Article 10. The Permittee shall cooperate with the U. S. Forest Service 
during preliminary investigations in carrying out project planning to determine 
the most beneficial use and development of the National Forest resources. 

Article 11. The Permittee shall submit at the close of each 6-month period 
from the effective date of this preliminary permit, to the Regional Engineer 
of the Commission having supervision over the project, or to such other officer 
as the Commission may designate, accurate statements in writing of the work 
accomplished during that period and the work contemplated to be done for the 
ensuing period. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of acceptance of 
this preliminary permit, it shall be signed for the Permittee and returned to 
the Commission within 60 days from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Order authorizing issuance of securities 
Gulf States Utilities Co. 
Docket No. E-6561 


June 4, 1954 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas, doing business in the States of Louisiana and Texas, and 
having its principal business office in Beaumont, Texas, filed an application 
on May 5, 1954, and amendments thereto on May 17 and 19, 1954, pursuant to 
Section 204 of the Federal Power Act requesting authorization for the issuance 
of 160,000 shares of cumulative preferred stock (par value $100 per share) and 
$24,000,000, principal amount, of first mortgage bonds, series due 1984. 

Applicant proposes, on or about June 7, 1954 (unless postponed) to invite bids 
for the purchase of the proposed issue of 160,000 shares of preferred stock and 
$24,000,000, principal amount, of first mortgage bonds by newspaper publication 
and through distribution of public invitations for bids setting forth the terms 
and conditions relating to such bids. 

All bids, whether from a single bidder or a group of bidders, must be in 
writing and for (1) the purchase of all of the shares of the proposed issue of 
preferred stock, or (2) the purchase of all of the proposed issue of first mortgage 
bonds. 
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Each bid for the preferred stock shall specify (1) the dividend rate of the 
shares, which shall be a multiple of 4/100 of 1%, and (2) the price (exclusive 
of accrued dividends) which shall be not less than $100 per share nor more 
than $101 per share, and (3) that the accrued dividends on the stock from 
June 15, 1954 to the date of payment therefor will be paid to Applicant by 
the purchaser. Each bid must also be accompanied by a certified or bank 
eashier’s check or checks in the aggregate amount of $800,000. 

Each bid for the bonds shall specify (1) the coupon rate of the bonds, which 
shall be a multiple of % of 1%, (2) the price (exclusive of accrued interest) 
to be paid to the Applicant, which shall be not less than 100% nor more than 
102% % of the principal amount of the proposed bonds, and (3) that the initial 
public offering price at which the bonds will be offered by the purchaser for 
resale shall not exceed the amount of the bid plus 144% of the principal amount 
of the bonds, or, alternatively, that no offer of the bonds for resale is intended. 
Each bid must also be accompanied by a certified or bank cashier’s check or 
checks in the aggregate amount of $1,200,000. 

All bids for the bonds must be presented to Applicant before 11:00 a. m. 
EDST), on June 15, 1954, unless postponed. All bids for the preferred stock 
must be presented to Applicant before 11:30 a. m. (EDST) on June 15, 1954, 
unless postponed. The Applicant will accept the bids for the bonds and pre- 
ferred stock, respectively, which provide the lowest cost of money to it, unless 
it shall reject all bids (the privilege to do so is reserved), or exclude a bid or 
bids for reasons specified in the respective public invitations for bids. 

The first mortgage bonds are proposed to be issued under Applicant’s inden- 
ture of mortgage dated as of September 1, 1926, as heretofore supplemented 
and to be further supplemented by a fourteenth supplemental indenture to be 
dated as of June 1, 1954. 

The application states that $20,000,000 of the proceeds from the proposed 
issuance of first mortgage bonds will be used to redeem $10,000,000, principal 
amount, of Applicant’s outstanding 334% first mortgage bonds series due 1981, 
at a call price of 105.05% of the principal amount thereof; and to redeem 
$10,000,000 principal amount, of Applicant’s outstanding 334% First Mortgage 
Bonds, series due 1983, at a call price of 104.85% of the principal amount 
thereof. The balance of the proceeds from the proposed bonds will be used 
for partial reimbursement of Applicant’s treasury for construction expenditures 
heretofore made. 

The application also states that the proceeds from the proposed issuance 
of 160,000 shares of preferred stock, of a total par value of $16,000,000, will 
be used to redeem Applicant’s outstanding $4.50 dividend preferred stock (par 
value $100 per share) of a total par value of $5,000,000, at a call price of $105 
per share; to redeem Applicant’s outstanding $4.40 dividend preferred stock, 
1949 series (par value $100 per share), of a total par value of $6,000.000, at a 
call price of $105 per share; and to redeem Applicant’s outstanding $4.44 divi- 
dend preferred stock (par value $100 per share) of a total par value of $5,000,000 
at a call price of $105.75 per share. 

The application shows that the call premiums, expenses, and duplicate interest 
incident to the redemption of the aforementioned outstanding bonds and pre- 
ferred stock will be charged to Applicant’s earned surplus; and the total sale 
premiums applicable to the preferred stock to be redeemed and the unamortized 
premiums applicable to the bonds to be redeemed will be credited to earned 
surplus. The redemption of the outstanding bonds will result in a decrease 
in 1954 Federal Income Taxes of approximately $445,000. 
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Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of Louisiana, and to the Gov- 
ernor of each of those States. Notice has also been given by publication in the 
Federal Register on May 13, 1954 (19 F. R. 2771), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before May 26, 1954. No protest, petition, 


or request to be heard in opposition to the granting of the application has been 
received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of 
Section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission's order issued 
October 9, 1947, In the Matter of Gulf States Utilities Company, Docket No. 
IT-6081. 

(2) The proposed issuance and sale of preferred stock and first mortgage 
bonds, described above will constitute issuances of securities within the pur- 
view of Section 204 of the Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a state commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance and sale of 
preferred stock and first mortgage bonds are, therefore, not exempt by virtue 
of that section from the requirements of Section 204 of the Act. 

(4) The proposed issuance and sale of preferred stock and first mortgage 
bonds as hereinafter authorized will be for a lawful object, within the corporate 
purposes of the Applicant and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by Applicant of 
service as a public utility, and which will not impair its ability to perform that 
service, and is reasonably appropriate for such purposes. 

(5) It is necessary and appropriate to carry out the provisions of the Act 
to order that Applicant account for the reduction in 1954 Federal Income 
Taxes, described above, in the manner as hereinafter provided. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of preferred stock and first mortgage 
bonds described above, upon the terms and conditions, and for the purposes 
specified in the application, be and the same are hereby authorized, subject to 
the provisions of this order. 

(B) The proposed issuance and sale of preferred stock and first mortgage 
bonds at competitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as con- 
templated by section 34.9 of the Rules. 

(ii) The Commission, by further order, shall have (1) approved the price 
per share of preferred stock to be received by Applicant and the dividend rate 
to be paid by it, and (2) approved the price to be received by Applicant for 
the first mortgage bonds and the interest rate thereof. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) Applicant shall charge to Account 531, Amortization of Debt Discount 
and Expense, the amount of the decrease in 1954 Federal income taxes (es- 
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timated to be $445,777) resulting from redemption of the outstanding bonds. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rate, service, 
accounts, valuation, estimates or determination of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Chairman Kuykendall not participating. 


Order amending order issuing certificate of public convenience and necessity 


Northern Natural Gas Co. 
Docket No. G--2063 
June 4, 1954 


On April 15, 1954, Northern Natural Gas Company (Northern) filed a peti- 
tion to amend the order accompanying Opinion No. 268, issued on March 11, 
1954, 13 F. P. ©. 32, whereby Northern was authorized to construct and oper- 
ate certain facilities as described in said order and in Opinion No. 268. North- 
ern requests authority to substitute 9 miles of 26-inch pipeline for a like quan- 
tity of 24-inch pipeline in the 10.5 miles of 24-inch main-line loop authorized to 
be installed north of Northern’s South Sioux City, Nebraska, compressor sta- 
tion. Northern asserts that it has 26-inch pipe on hand and has no immediate 
need for such pipe, and that, if 24-inch pipe were to be installed, it would be 
required to purchase such pipe. It appears that the additional cost of con- 
struction will amount to $67,000, but that operational flexibility will result from 
installation of the larger size pipe. 

On May 4, 1954, Northern submitted, inter alia, information in accordance 
with the provisions of paragraph (A) (3) of the same order relating to changes 
in proposed branch lines to serve Waterloo and Dubuque, Iowa, and other com- 
munities along the route of such facilities. 

During the hearings in Docket No. G—2063, Northern proposed to construct 
28 miles of 20-inch and 63.7 miles of 16-inch pipeline principally to serve Water- 
loo, Iowa, and an additional 91.9 miles of 12%4-inch pipeline to serve Dubuque, 
Iowa. Upon the basis of more recent studies, Northern now proposes to con- 
struct approximately 93.5 miles of 20-inch line and 89.6 miles of 16-inch pipeline 
along a slightly different route in lieu of the facilities originally proposed. It 
appears that if the facilities now proposed are constructed, Northern may real- 
ize an ultimate savings in capital investment of approximately $700,000, as well 
as operational savings, and that such facilities are better designed than those 
originally proposed to render the service authorized and directed by the Com- 
mission in Opinion No. 268 and the accompanying order. In addition, such fa- 
cilities will enable Northern to more adequately provide for future market 
growth in the area to be served. 

The Commission finds: 

It is in the public interest, and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to further amend the order of the Com- 
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mission accompanying Opinion No. 268, issued on March 11, 1954, as hereinafter 
ordered. 

The Commission orders: 

(A) The order issued March 11, 1954, in the above-entitled proceedings be 
and the same is hereby amended to authorize Northern to construct and oper- 
ate 9 miles of 26-inch pipeline in lieu of a like quantity of 24-inch pipeline, all as 
more fully described in Northern’s petition to amend filed herein on April 15, 
1954. 

(B) Northern be and it hereby is authorized to construct and operate 93.5 
miles of 20-inch line and 89.6 miles of 16-inch line in lieu of the facilities origi- 
nally authorized to be constructed to provide natural-gas service principally to 
Waterloo, Iowa, and Dubuque, Iowa. 
Chairman Kuykendall not participating. 


Findings and order issuing certificates of public convenience and necessity 


Tennessee Gas Transmission Co., The Manufacturers Light and Heat Co., The 
Ohio Fuel Gas Co. 


Docket Nos. G—2290, G—2304, G—2325 


June 7, 1954 


Tennessee Gas Transmission Company (Tennessee) on October 21, 1953, filed 
an application in Docket No. G—2290 for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the delivery 
of up to 15,300 Mcf (at 14.73 psia) of natural gas per day to The Ohio Fuel 
Gas Company (Ohio Fuel Gas) for the account of The Manufacturers Light 
and Heat Company (Manufacturers), at a new delivery point to be located in 
Guernsey County, Ohio, and authorizing the construction and operation at said 
new delivery point of metering and regulating facilities required for such de- 
livery. 

Manufacturers, on November 9, 1953, filed an application in Docket No. 
G-—2304, which was amended on December 3, 1953. The original application re- 
quested authorization, pursuant to Section 7 of the Natural Gas Act, to release 
and assign to its affiliate, Ohio Fuel Gas, the right to purchase up to 15,300 
Mcf (at 14.73 psia) of natural gas per day from The Chicago Corporation in 
Texas and to have said gas transported and delivered by Tennessee to Ohio 
Fuel Gas at said new delivery point to be constructed by Tennessee, as herein- 
before described. In said amendment, however, filed on December 3, 1953, 
Manufacturers states that it proposes to transfer to Ohio Fuel Gas all Manu- 
facturers’ right, title and interest in the gas proposed to be delivered into the 
facilities of Ohio Fuel Gas by Tennessee simultaneously with such delivery so 
that full title thereto shall then be in Ohio Fuel Gas. 

Ohio Fuel Gas, on December 3, 1953, filed an application in Docket No. 
G-—2325 for a certificate of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of (1) 
approximately 1.3 miles of 10% inch natural-gas transmission pipeline connect- 
ing an existing 26-inch transmission pipeline of Tennessee with Ohio Fuel Gas’ 
12% inch line O-389 in Cambridge Township, Guernsey County, Ohio, and (2) 
facilities required in connection with the expansion of underground storage 
by the conversion of a natural-gas producing pool to storage service in Guernsey 
and Coshocton Counties in Ohio, said facilities including approximately 3.3 
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miles of 854 inch O. D. connecting line, 24.1 miles of 344 inch to 12% inch O. D. 
field piping, and measuring, auxiliary and other incidental facilities. 

On December 15, 1953, temporary authorizations were granted as follows: 
to Tennessee to construct and operate facilities for delivery of a maximum of 
15,300 Mcf per day at 14.73 psia of natural gas to Ohio Fuel Gas for the account 
of Manufacturers; to Manufacturers to sell to Ohio Fuel Gas a maximum of 
15,300 Mcf per day at 14.73 psia of natural gas purchased from The Chicago 
Corporation and transported by Tennessee; and to Ohio Fuel Gas to construct 
and operate facilities for the receipt of such gas from Tennessee for the account 
of Manufacturers. 

On April 30, 1954, temporary authorization was granted to Ohio Fuel Gas to 
construct and operate facilities necessary to activate the Guernsey Storage Pool 
(Guernsey 8-A). 

Manufacturers, on April 7, 1954, filed its Rate Schedule X-7 to its FPC Gas 
Tariff Original Volume No. 2, providing for the sale to Ohio Fuel Gas of up to 
a maximum of 15,300 Mcf at 14.73 psia of natural gas per day in order to pro- 
vide an appropriate rate schedule for the delivery and sale of The Chicago Cor- 
poration gas hereinbefore described. The Commission, by order issued on May 6, 
1954, allowed said Rate Schedule X-7 to take effect as of December 21, 1953. 

Pursuant to due notice these proceedings were consolidated for purpose of 
hearing and a public hearing was held therein in Washington, D. C., on May 26, 
1954. No protest to any of the applications has been received. 

Tennessee presently transports, for the account of Manufacturers, up to 
113,371 Mcf per day of natural gas at 14.73 psia, which gas is purchased by 
Manufacturers from The Chicago Corporation, and delivery thereof is made to 
United Fuel Gas Company, an affiliate of Manufacturers, in West Virginia, and 
to Manufacturers at four delivery points in Pennsylvania and Ohio. It is now 
proposed that an additional delivery be made at a point in Guernsey County to 
Ohio Fuel Gas for the account of Manufacturers, to enable Ohio Fuel Gas to 
activate and develop a new storage field to be known as Guernsey 8-A, as well 
as to protect its market service during the winter in eastern Ohio, principally 
in the areas of Cambridge, Zanesville, and Coshocton, Ohio. 

Manufacturers proposes to make available to Ohio Fuel Gas up to 15,300 
Mcf per day of The Chicago Corporation gas transported by Tennessee to enable 
Ohio Fuel Gas to accomplish the proposed operations hereinbefore described. 

Ohio Fuel has heretofore made application, in Docket No. G—1985, for the 
construction and operation of the facilities required for activation and devel- 
opment of the Guernsey 8-A Storage Pool, among other facilities, and by order 
issued on February 6, 1953, such request with respect to Guernsey 8-A Storage 
Pool was denied by the Commission for the reason that no application for the 
proposed service to Ohio Fuel Gas had been filed by Tennessee. In said order 
the Commission found, however, that the evidence presented by Ohio Fuel Gas 
shows that the proposed storage area may be expected to meet the standards of 
an effective underground storage reservoir. The record in support of such find- 
ings has been incorporated into the present record by Ohio Fuel Gas. 

Ohio Fuel Gas estimates that when fully developed the Guernsey 8A Pool 
will be able to supply its customers with approximately 35,000 Mcf per day 
of natural gas, at a full capacity of approximately 4,600,000 Mcf of gas in 
storage. With minimum volumes in storage, Ohio Fuel Gas estimates that 
approximately 10,900 Mcf per day can be provided by said storage pool. 

The total overall estimated cost of the facilities to be constructed by Tennessee 
is approximately $16,500, and the estimated cost of the entire project to be 
constructed and operated by Ohio Fuel Gas is approximately $564,200. The 
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funds for financing the project of Ohio Fuel Gas will be provided by its parent, 
The Columbia Gas System, Inc. No facilities will be required by Manufacturers 
to enable it to render the service which it proposes. 

The Commission finds: 

(1) Tennessee Gas Transmission Company, a Delaware corporation having 
its principal nlace of business at Houston, Texas, owns and operates, among 
other facilities, a natural-gas transmission pipeline system located in the 
States of Texas, Louisiana, Arkansas, Mississippi, Tennessee, Kentucky, West 
Virginia, Ohio, Pennsylvania, and New York. By such operations, Tennessee 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
issued August 1, 1947, in Docket No. G-808, 6 FPC 122, and in its order issued 
July 15, 1947 in Docket No. G-910, 6 FPC 777. 

(2) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion, having its principal place of business at Pittsburgh, Pennsylvania, owns 
and operates, among other facilities, a natural-gas transmission pipeline system 
located in the States of Ohio, Pennsylvania, and West Virginia. By such opera- 
tions Manufacturers is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is, therefore a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of August 31, 1943, in Docket No. G—496, 3 FPC 1079, and 
its order of December 29, 1944, in Docket No. G—593, 4 FPC 821. 

(3) The Ohio Fuel Gas Company, an Ohio corporation having its principal 
place of business at Columbus, Ohio, owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the State of Ohio. By 
such operations Ohio Fuel Gas is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of August 21, 1945, in Docket No. G-371, 4 FPC 
1933. 

(4) The facilities hereinbefore described, which are proposed to be constructed 
and operated by Tennessee and Ohio Fuel Gas, are proposed to be used in 
the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of the respective systems 
of said Applicants, and the construction and operation thereof by said Applicants 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(5) The sale of gas by Manufacturers to Ohio Fuel Gas as hereinbefore 
described is a sale of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, and said sale is subject to the requirements of subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 

(6) Tennessee, Manufacturers, and Ohio Fuel Gas, the Applicants herein, are 
able and willing properly to do the acts and to perform the service proposed, 
and to conform to the provisions of the Nautral Gas Act, and the requirements, 
rules, and regulations of the Commission thereunder. 

(7) The construction and operation of the proposed facilities and the pro- 
posed sale of natural gas, all as hereinbefore described, are required by the 
public convenience and necessity, and a certificate therefor should be issued 
to each respective Applicant as hereinafter ordered and conditioned. 
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(8) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), and (5), of Section 157.20 of the Com- 
mission’s General Rules and Regulations (18 CFR 157.20) be attached to the 
issuance of the certificates hereinafter issued to Tennessee, Manufacturers, and 
Ohio Fuel Gas, and to the exercise of the rights granted thereunder, and that 
in addition thereto, the general terms and conditions set forth in paragraphs 
(3) (i), (8) (iii), and (8) (iv) of said Section 157.20 be attached to the is- 
suance of the certificate, and the rights granted thereunder, to Tennessee, and 
the general terms and conditions set forth in paragraphs (3) (i), (8) (ii), (3) 
(iii) and (3) (iv) of said Section 157.20 be attached to the issuance of the cer- 
tificate, and the exercise of the rights granted thereunder, to Ohio Fuel Gas. 
The time within which construction of the facilities authorized to be con- 
structed by Tennessee shall be completed and actual operation thereof shall 
have commenced should be fixed at not more than six months from the date of 
the issuance of this order, and the time for completion of construction and com- 
mencement of actual operations of the facilities authorized to be constructed 


by Ohio Fuel Gas should be fixed at not later than two years from the date of 
the issuance of this order. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Manvfacturers Light and Heat Company to sell to 
operate the facilities hereinbefore described, all as more fully described in the 
application in Docket No. G—2290, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Manufacturers Light and Heat Company to sell to 
The Ohio Fuel Gas Company up to 15,300 Mcf (at 14.73 psia) of natural gas 
per day out of the volumes of natural gas available to The Manufacturers Light 
and Heat Company through purchase from The Chicago Corporation, as herein- 
before described, and as more fully described in the application in Docket No. 
G-—2304, as amended upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in its application 
in Docket No. G—2325, for the transportation and sale of natural gas, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(D) The certificates issued to Tennessee Gas Transmission Company in para- 
graph (A), above, to The Manufacturers Light and Heat Company in paragraph 
(B), above, and to The Ohio Fuel Gas Company in paragraph (C), above, shall 
be accepted in writing, and under oath by a responsible official of each respective 
Applicant, and the general terms and conditions set forth in paragraphs (1), 
(2), and (5) of Section 157.20 of the Commission’s General Rules and Regula- 
tions shall attach to the issuance of the certificates granted in paragraphs (A), 
(B), and (C), above, and to the exercise of the rights granted thereunder. 

(E) In addition to the general terms and conditions enumerated in paragraph 
(D), above, the general terms and conditions set forth in paragraphs (3) (i), 
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(3) (iii) and (3) (iv) of said Section 157.20 of the Commission’s General Rules 
and Regulations shall attach to the issuance of the certificate granted to Ten- 
nessee Gas Transmission Company in paragraph (A), above, and to the exercise 
of the rights granted thereunder. 

(F) In addition to the general terms and conditions enumerated in paragraph 
(D), above, the general terms and conditions set forth in paragraphs (3) (i), 
(3) (ii), (3) (iii) and (3) (iv) of said Section 157.20 of the Commission’s Gen- 
eral Rules and Regulations shall attach to the issuance of the certificate granted 
to The Ohio Fuel Gas Company in paragraph (C), above, and to the exercise 
of the rights granted thereunder. 

(G) The time within which construction of the facilities authorized to be con- 
structed by Tennessee Gas Transmission Company in paragraph (A), above, 
shall be completed and actual operation thereof shall have commenced as pro- 
vided by paragraph (2) of Section 157.20 of the Commission’s General Rules 
and Regulations is hereby fixed at 6 months from the date of issuance of this 
order, and the time for completion of construction and commencement of actual 
operation of the facilities authorized to be constructed by The Ohio Fuel Gas 
Company in paragraph (C), above, is hereby fixed at 2 years from the date of 
the issuance of this order. 

Chairman Kuykendall not participating. 


Findings and order permitting and approving abandonment 
Philadelphia Electric Co. 
Docket No. G-2398 
June 7, 1954 


Philadelphia Electric Company (Applicant), a Pennsylvania corporation with 
its principal place of business in Philadelphia, Pennsylvania, filed, on March 
25, 1954, an application pursuant to Section 7 (b) of the Natural Gas Act, 
for permission and approval to abandon the sale of gas to Delaware Light and 
Power Company (Delaware), and to abandon the following natural gas facili- 
ties, authorized by order issued June 1, 1948, in Docket No. G—1030, used for 
such sale: 

(a) Approximately 4 miles of 12-inch natural gas pipeline, together with 
metering facilities, commencing at a connection at 4th and Booth Streets in 
Chester, Pennsylvania, with Applicant’s 12-inch gas main from Applicant’s 
Tilgham Street plant and extending to Ridge Road at the Pennsylvania- 
Delaware State Boundary. 

(b) Approximately 1.1 miles of 16-inch and 6.9 miles of 12-inch pipeline, 
together with metering and pumping facilities, extending from Applicant’s 
Tilgham Street plant in Chester, Pennsylvania, to the Pennsylvania-Delaware 
State line, near Booth Corner, Pennsylvania, and 1.4 miles of 12-inch pipeline 
extending from Applicant’s Tilgham Street plant to 4th and Booth Streets in 
Chester, Pennsylvania. 

The Commission, by its orders issued December 11, 1953, 12 F. P. C. 421, 
and February 11, 1954, 13 F. P. C. 815, in Docket Nos. G—1277 and G—2267, 
respectively, has authorized Transcontinental Gas Pipe Line Corporation to 
sell and deliver natural gas to Delaware for resale and to construct the neces- 
sary facilities to render the service. Delaware has advised Applicant that 
upon the completion of the change-over it will no longer need gas from Appli- 
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cant and that it desires permanently to discontinue the purchase of gas from 
Applicant. The change-over was commenced on or about April 1, 1954, and 
is anticipated to be completed on or about June 1, 1954. Applicant states 
that upon the completion of such change-over the above described facilities will 
cease to be used as facilities under the Natural Gas Act. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 25, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a Pennsylvania corporation with its principal place of busi- 
ness in Philadelphia, Pennsylvania, is a “natural gas company” within the 
meaning of the Natural Gas Act as found by the Commission in its order 
issued June 1, 1948, in Docket No. G—1030, 7 FPC 671. 

(2) The facilities hereinbefore described, which are proposed to be abandoned 
by Applicant, are used for the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the 
abandonment thereof by Applicant is subject to the provisions of subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the sale and facilities therefore herein- 
before described is permitted by the public convenience and necessity, and 
permission and approval to abandon should be granted as hereinafter ordered 
and conditioned. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Philadelphia Electric Company be and it is hereby granted permission 
and approval for the abandonment of the natural-gas sale and facilities there- 
fore as hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(B) Applicant shall report to the Commission, in writing and under oath, 
the date or dates on which said sale and facilities are abandoned within 30 days 
after such abandonment. 

Chairman Kuykendall not participating. 


Order authorizing issuance of securities 
Southern Utah Power Co. 
Docket No. E-6562 
June 7, 1954* 


Southern Utah Power Company (Applicant), a corporation organized under 
the laws of the State of Utah, having its principal business office at Cedar 
City, Utah, filed an application on May 6, amended May 28 and June 4, 1954, 
for an order pursuant to Section 204 of the Federal Power Act authorizing the 
issuance of 13,135 shares of common stock, par value $10 per share and 1,224 
shares 5% cumulative preferred stock, par value $100 per share. 

The Applicant proposes to offer the proposed shares for subscription by its 
present common stockholders pro rata upon the basis of one new share for 


*Supplemental order issued September 30, 1954, infra, p. 1417. 
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each six shares held at a price of $13 and to enter into an underwriting agree- 
ment with Smith, Polian & Co., and Glidden, Morris & Co., to purchase, at the 
subscription price, any shares of the proposed issue not subscribed by the 
stockholders. The proposed underwriting agreement provides that the Appli- 
cant will pay the underwriters the sum of 25 cents per share for each share 
to be issued plus the additional sum of 75 cents per share for each unsubscribed 
share the underwriters have to purchase. Each underwriter also agrees that 
if it sells the unsubscribed shares it has purchased to the public at an average 
price in excess of $13 per share, it will pay to the Applicant a sum equal to 
50% of such excess. 

The proceeds to the Applicant for the proposed stock at a price of $13 per 
share for all shares, will be $167,471.25, if all shares are subscribed, or 
$157,620, if the underwriters have to purchase the entire issue. 

The Applicant proposes to issue the 1,224 shares of 5% cumulative preferred 
stock on a share for share basis in exchange for the 1,224 shares of Applicant’s 
414% cumulative preferred stock, par value $100 per share, now outstanding. 
Applicant states that this proposed exchange of its preferred stock is prelimi- 
nary to the issuance of 2,000 additional shares of its new 5% preferred stock, 
which it will seek authority to issue and sell to institutional purchasers in 
the near future. 

Applicant now has outstanding $350,000 bank loans (Docket Nos. E-6435 
and E-6472). The net proceeds from the 13,135 additional shares of common 
stock will be used to discharge $150,000 of the bank loans. It is the applicant's 
intention to renew a portion of the bank loans and to discharge the $200,000 
balance of bank loans from the proceeds of the future sale of 2,000 additional 
shares of 5% preferred stock. 

Written notice of the application has been given to the Public Service Com- 
mission of Utah and to the Governor of that State. Notice of the application 
was also published in the Federal Register on May 13, 1954 (19 F. R. 2772), 
stating that any person desiring to be heard or make any protest with reference 
to the application should file a petition or protest on or before May 25, 1954. 
No protest or petition or request to be heard in opposition to the granting of 
the application has been received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of 
the State of Utah. It owns and operates facilities, among others, for the 
transmission of electric energy generated in one state and consumed at points 
outside the state in which it is generated, all of which facilities are in addition 
to and do not include facilities used for the generation of electric energy, 
and do not include facilities used in local distribution, or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. Applicant is, 
therefore, a “public utility” within the meaning of that term as used in Section 
204 of the Act. 

(2) The proposed issuance and sale of 13,135 shares of common stock, par 
value of $10 per share, and the issuance of 1,224 shares of 5% cumulative 
preferred stock, par value $100 per share, will constitute an issuance of securi- 
ties within the provisions of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State Commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of securities 








TL A ae 














































ORDERS 1115 


is, therefore, not exempt by virtue of that section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of securities is not subject to the competitive 
bidding requirements of Sections 34.1a (b) and (c) of the Commission’s General 
Rules and Regulations by reason of Sections 34.1a (a) (1) and (a) (3) thereof. 

(5) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders or through ownership of securities or otherwise between the 
Applicant and the underwriters named above. The fee to be paid was fixed by 
arm’s-length bargaining and does not appear to be unreasonable. 

(6) The proposed issuance of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of 13,135 shares of common stock, par 
value $10 per share, and issuance of 1,224 shares of 5% cumulative preferred 
stock, par value $100 per share, referred to above, in the manner and upon the 
terms and conditions and for the purposes specified in the application, as 
amended, hereby are authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 60 days from the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body, with respect to rates, services, 
accounts, valuation, estimates or determination of costs, or any matter what- 
soever which may come before this Commission, or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 





Supplemental order authorizing renewal of short-term promissory note 
Southern Utah Power Co. 
Docket No. E-6435 
June 7, 1954 


By order issued June 27, 1952, 11 F.P.C. 1095, Southern Utah Power Com- 
pany (Applicant) was authorized to issue a promissory note payable not more 
than one year from the date thereof in an amount not exceeding an aggregate 
of $250,000, bearing interest at a rate not in excess of 314% per annum, and a 
note or notes in renewal thereof having maturity dates not later than July 1, 
1954. Pursuant to such authorization Applicant issued its note in the face 
amount of $250,000 to The Chase National Bank of the City of New York, 
bearing interest at the rate of 344% per annum and maturing on July 15, 1953. 

By supplemental order issued June 24, 1953, 12 F.P.C. 1024, Applicant was 
authorized to issue a promissory note in renewal of its then outstanding note 
in the face amount of $250,000, said renewal note to mature not later than 
July 1, 1954 and to bear interest at a rate not in excess of 4% per annum. 
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Pursuant to such supplemental authorization Applicant issued its note in the 
face amount of $250,000, bearing interest at the rate of 3°%4% per annum and 
maturing on July 1, 1954. 

On May 28, 1954, Applicant filed a supplemental application for authority 
to issue a promissory note in the face amount of $100,000, to be dated as of 
July 1, 1954, and to mature on October 1, 1954, in renewal of the portion of 
its presently outstanding note in the face amount of $250,000 which is antici- 
pated to remain unpaid after July 1, 1954. Said renewal note is to bear interest 
at the rate of 354% per annum. 

The Commission finds: 

(1) The proposed issuance of the short-term promissory note in the face 
amount of $100,000 in renewal of the unpaid portion of the presently outstand- 
ing note in the face amount of $250,000 which matures on July 1, 1954, is an 
issuance of securities within the purview of Section 204 of the Federal Power 
Act. 

(2) The proposed issuance of the short-term note as hereinafter authorized will 
be for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

The Commission orders: 

(A) The proposed issuance of the short-term note in the face amount of $100,- 
000, bearing interest at a rate of 3%,% per annum with maturity date not later 
than October 1, 1954, in renewal of the unpaid portion of the presently outstand- 
ing note with maturity date of July 1, 1954, heretofore authorized, upon the terms 
and conditions and for the purpose specified in the supplemental application, re- 
ferred to above, hereby is authorized subject to the provisions of this order. 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Order denying petitions for rchearing 


*anhandle Eastern Pipe Line Company, G—1116, G-1240, G-1317, G-1344, G-1417, 
G-1725, G-1754, G-2101; City of Port Huron, City of Marysville, City of St. 
Clair, Michigan, Municipal Corporations, G-1152; Southeastern Michigan Gas 
Company, G-1415; Michigan Consolidated Gas Company, Complainant v. Pan- 
handle Eastern Pipe Line Company, Defendant, G-1379; Northern Indiana 
Fuel and Light Company, G—1457, G-2234; Missouri Central Natural Gas 
Company, G—1509; The Central West Utility Company, G-1616; Michigan Gas 
Utilities Company, G-1625; City of Auburn, Illinois, G-1659; Missouri Public 
Service Company, G—2057. 

June 7, 1954 


On May 14, 1954, the City of Detroit, Michigan, and Michigan Consolidated 
Gas Company filed applications for rehearing of the Commission’s order and ac- 
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companying Opinion No. 269, issued herein on April 15, 1954, 13 F. P. C. 53, fixing 
rates for Panhandle Eastern Pipe Line Company. On the same date the County 
of Wayne, Michigan, filed a petition for rehearing, reconsideration and vacation 
of the aforesaid order and accompanying opinion. 

The substantial contentions of the three applicants have already been con- 
sidered and rejected. The County of Wayne, however, claims that the Commis- 
sion did not provide the lowest reasonable rate to be charged by Panhandle to 
its utility customers. There is no merit to this claim. In finding No. 1 in our 
order of April 15, 1954, we stated : 


The rates and charges set forth in First Revised Tariff Sheets Nos. 4 to 
14 inclusive, 16, 17, 19, 20, 22, 23, 24, 25, 29 and 31 and Second Revised Tariff 
Sheet No. 27, hereinafter prescribed and attached hereto will provide just, 
reasonable, nondiscriminatory and nonpreferential rates and charges from 
and after May 1, 1954. 


This finding fully accords with all requirements of the Natural Gas Act. 
Moreover, the methods employed and the principles enunciated by the Commis- 
sion are clearly within the Congressional mandate expressed in that Act. 

The Commission further finds: 

The applications of the City of Detroit and Michigan Consolidated Gas Com- 
pany for rehearing and the application of the County of Wayne for rehearing, 
reconsideration and vacation present no facts or principles of law not heretofore 
considered, or which now having been considered, warrant rehearing, recon- 
sideration or vacation of the Commission’s findings, opinion or order issued 
herein on April 15, 1954. 

The Commission orders: 

The applications filed on May 14, 1954, by the City of Detroit, Michigan, 
Michigan Consolidated Gas Company and the County of Wayne, Michigan, be 
and the same hereby are denied. 

Commissioner Draper dissenting. 

Draper, Commissioner, dissenting : 

I must respectfully dissent from the action of the majority of the Commis- 
sion in denying the petitions of the City of Detroit, the County of Wayne and 
Michigan Consolidated Gas Company for rehearing of the Commission’s decision 
of April 15, 1954, as set forth in its Opinion No. 269 and accompanying order. 

My reason for this position is that I believe the respective petitions do set 
forth grounds for reexamination of the annual sales volume basis upon which 
the majority computed the rate which it fixed on April 15. I reiterate what I 
said in that regard on page 140 of my dissent to the decision of that date. 

Further, I firmly believe there is merit in the County of Wayne’s contention 
that the rate fixed by Opinion No. 269 and its accompanying order is not the 
lowest reasonable rate in the premises. That, too, I treated in my dissent of 
April 15 aforementioned. I am convinced that the Commission should return to 
the so-called rate-base method of fixing rates which stood the tests of court 
review and of Congressional acquiescence by inaction for the duration of regu- 
lation under the Natural Gas Act up until last April 15. Section 19 (a) specifi- 
cally provides that “Upon such application the Commission shall have 
power * * * to abrogate or modify its order without further hearing.” Thus, 
there is here an opportunity to revert, with propriety, to that method of rate 
making which is, in my opinion, undeniably fair to both the ultimate consumer 
and the natural gas pipeline company. 





1118 FEDERAL POWER COMMISSION 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G—2396 
June 8, 1954 


Texas Eastern Transmission Corporation (Texas Eastern) filed, on March 
22, 1954, an application pursuant to Section 7 of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing it to sell and deliver 
additional volumes of natural gas under its SGS-B Rate Schedule to Consumers 
Gas Company, Village of Norris City, Illinois, and Town of Fulton, Mississippi. 
A supplement to the application was filed on April 7, 1954. 

Pursuant to Commission order and upon due notice, a public hearing was 
held in Washington, D. C., on June 3, 1954, respecting the matters involved and 
the issues presented by the application, as supplemented. No protest to the 
granting of the application has been received. 

Texas Eastern asserts that the daily volume of gas being purchased by the 
above-named customers under its Rate Schedule SGS-B are insufficient to enable 
such customers to meet their present and estimated requirements. It proposes 
to increase the authorized contract demand of Consumers Gas Company from 
2,422 Mcf per day to 3,570 Mcf per day, of the Village of Norris City from 459 
Mcf per day to 663 Mcf per day, and of Town of Fulton from 408 Mcf per day to 
918 Mcf per day (14.73 psia). The total contract increase will be 1,862 Mef. 
No new facilities will be required. 

The record shows that Texas Eastern’s system has sufficient capacity to 
enable it to deliver such increased contract demands, and that the above-named 
customers need additional volumes of gas to meet their anticipated market 
requirements. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business in Shreveport, La., is engaged in the transporta- 
tion of natural gus in interstate commerce by means of its natural gas pipelines 
located in several states, and is, therefore, a ‘“natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of October 10, 1947, Docket No. G—SS80, 6 F. P. C. 148. 

(2) The additional sales and deliveries of natural gas as described in Texas 
Eastern’s application, as supplemented, will constitute transportation and sale 
for resale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and such sales and deliveries by Texas Eastern are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Texas Eastern having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed sales and deliveries of natural gas by Texas Eastern are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 
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(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (iii) and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Eastern to sell and deliver additional volumes of 
natural gas, all as more fully described in its application, as supplemented, in 
this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (3) (iii) and (5) of Section 157.20 of the Commission’s Rules 
of Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 


Declaration of eremption 
South Carolina Natural Gas Co. 
Docket No. G—2443 
June 14, 1954 


South Carolina Natural Gas Company (Carolina) filed application on May 
28, 1954, for an order of the Federal Power Commission declaring it to be exempt 
from the provisions of the Natural Gas Act under Section 1 (c) thereof. 

Upon the basis of the application filed and the exhibits appended thereto, it 
appears that: 

(1) Carolina is engaged in the business of transporting and selling for resale 
natural gas in interstate commerce within the State of South Carolina. 

(2) Carolina purchases all of such natural gas from Southern Natural Gas 
Company at a point near Aikeh, South Carolina, and transports and resells such 
gas to South Carolina Electric and Gas Company. 

(3) All of the facilities of Carolina are located within the State of South 
Carolina and all natural gas purchased by South Carolina is ultimately 
consumed within said State. 

(4) The Public Service Commission of the State of South Carolina has cer- 
tified to the Federal Power Commission under date of March 21, 1954, that it 
has and is exercising regulatory jurisdiction over the rates and services of 
Carolina and its facilities. 

Wherefore, the Commission declares, by reason of the foregoing: The pro- 
visions of the Natural Gas Act are not applicable to South Carolina Natural 
Gas Company, and such company is not subject to the general orders, rules, and 
regulations of the Commission applicable to natural-gas companies subject to its 
jurisdiction under the Natural Gas Act. 
Commissioners Smith and Doty not participating. 
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Order modifying orders issuing certificates of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket Nos. G-880 and G-1012 
June 17, 1954 


Texas Eastern Transmission Corporation (Texas Eastern) on April 1, 1954, 
filed a petition to modify the Commission’s orders issuing certificates of public 
convenience and necessity in Docket Nos. G-880 and G-1012 so as to permit 
Missouri Utilities Company (Missouri Utilities), an existing customer of Texas 
Eastern, to exercise its right of election under Texas Eastern’s FPC Gas Tariff 
Second Revised Volume No. 1 to convert from service under Texas Eastern’s 
DCQ-B Rate Schedule to service under its GS-B Rate Schedule. Such con- 
version would authorize Missouri Utilities to take up to 1/270th of its annual 
contract quantity on any day rather than 1/365th of its annual contract quantity 
as is the case under the DCQ Rate Schedule. Texas Eastern requests that para- 
graph (1) of the order issued October 11, 1947, in Docket No. G-880, 6 F. P. C. 148, 
and paragraph (B) (i) of the order issued February 27, 1951, in Docket No. G- 
1012, 10 F. P. C. 35, be modified to authorize delivery of up to 2,757 Mcf and 4,137 
Mcf (14.73 psia) of gas per day, respectively, pursuant to the terms and pro- 
visions of its GS-B Rate Schedule. The aforesaid conversion will not affect 
Missouri Utilities’ annual contract quantity, but will permit Texas Eastern to 
deliver a total maximum of 6,894 Mcf per day. 

The Commission finds: 

It is appropriate to carry out the provisions of the Natural Gas Act that the 
aforesaid orders issued on October 11, 1947, in Docket No. G-—880, and on 
February 27, 1951, in Docket No. G-—1012, granting certificates of public con- 
venience and necessity, be modified as hereinafter ordered. 

The Commission orders: 

The aforesaid orders issuing certificates of public convenience and necessity 
be and the same are hereby modified to authorize Texas Eastern to make in- 
creased maximum day deliveries to Missouri Utilities under its GS-B Rate 
Schedule as follows : 

(i) Paragraph (1) of order issued October 11, 1947, in Docket No. G—880, is 
modified to permit Texas Eastern to deliver up to 2,757 Mcf (14.73 psia) of gas 
per day to Missouri Utilities Company. 

(ii) Paragraph (B) (i) of order issued February 27, 1951, in Docket No. 
G-1012, is modified to permit Texas Eastern to deliver up to 4,137 Mef (14.73 
psia) of gas per day to Missouri Utilities Company. 


Order further amending order issuing certificate of public convenience and 
necessity 


Texas Eastern Transmission Corp. 
Docket No. G—16938 
June 17, 1954 


On May 10, 1954, Texas Eastern Transmission Corporation (Texas Eastern) 
filed a petition to amend the certificate of public convenience and necessity 
issued in the above-entitled proceeding to enable it to sell and deliver gas to 
Associated Natural Gas Company (Associated) for resale in the community of 
Oran, Missouri. 
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As originally issued, such certificate, inter alia, authorized and directed Texas 
Eastern to reserve for a period of six months from July 3, 1952, a volume of gas 
not to exceed 281 Mcf per day at 14.73 psia for the City of Oran provided that 
the city, within 90 days from July 3, 1952, furnished a means of transporting 
the gas to its proposed distribution system. Thereafter, extensions were granted 
from time to time by the Commission to afford the City of Oran time to market 
its bonds and construct the necessary distribution system. 

It appears from the petition filed May 10, 1954, by Texas Eastern that the 
City of Oran has abandoned the idea of operating a municipal gas system and 
desires Texas Eastern to assign the gas originally reserved for it to Associated, 
for resale in Oran. It further appears that Associated presently operates a 
transmission and distribution system in Missouri furnishing retail natural gas 
service in a number of communities in that state, and that Texas Eastern has 
been previously authorized to sell to Associated a maximum of 6,205 Mef of 
natural gas per day at 14.73 psia for retail distribution by Associated. The 
addition of 281 Mcf per day for Oran would increase the allocation of gas for 
Associated to 6,486 Mcf per day. 

It further appears that the transmission line of Associated extends to and 
through the City of Oran, and that no construction of transmission facilities 
would be required to enable Associated to deliver gas to the City of Oran. 

The Commission finds: 

It is appropriate and in the public interest in carrying out the provisions of 
the Natural Gas Act to further amend paragraph (B) (2) of the order issued 
July 3, 1952, as hereinafter ordered and conditioned. 

The Commission orders: 

*aragraph (B) (2) of the order accompanying Opinion No. 231, issued July 
3, 1952, 11 F. P. C. 211, be and the same hereby is further amended to require 
as follows: 

(B) (2) Texas Eastern is hereby authorized and directed to sell and deliver 
to Associated Natural Gas Company a volume of gas not to exceed 281 Mcf per 
day (14.73 psia) in addition to the volume of 6,205 Mcf per day it is presently 
authorized to sell and deliver to Associated; Provided, however: That such ad- 
ditional sale and delivery of natural gas shall not commence until Associated 
shall commence distribution of natural gas in the City of Oran, Missouri: and 
provided further that Associated shall commence service in Oran within 12 
months from the date of issuance of this order. 


Findings and order issuing certificate of public convenience and necessity 
Trunkline Gas Co. 
Docket No. G—2402 
June 17, 1954 


Trunkline Gas Company (Applicant), a Delaware corporation having its 
principal place of business at Houston, Texas, filed, on April 5, 1954, an applica- 
tion, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing construction and operation of two addi- 
tional 24-inch pipelines crossing the Mississippi River at a point north of its ex- 
isting crossing of the Mississippi near Greenville, Mississippi, said additional 
lines to be utilized as a part of its existing pipeline system to safeguard service 
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to its existing customers. A temporary certificate authorizing construction of 
such facilities was issued on May 18, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 10, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application or the granting thereof has been 
received. 

Applicant states that, because of erosion and the scouring action of the Mis- 
sissippi River, its existing multiple river crossing has deteriorated to the extent 
that one or both pipelines crossing the river may be severed, thus jeopardizing 
service to its customers. The facilities proposed include two 24-inch pipelines 
approximately 11,204 feet in length connecting to a header on each side of the 
river. The headers in turn will interconnect with existing facilities by means 
of 26-inch pipelines 2,800 and 3,050 feet in length on the west and east banks 
respectively. 

The estimated cost of the facilities is $2,960,000 to be financed from funds 
on hand. No increase in the capacity of Applicant’s system will result. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal office at Houston, 
Texas, owns and operates, among other facilities, a natural gas transmission 
pipeline system extending from Texas to Illinois, and by such operations is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order of 
May 4, 1950, in Docket No. G—882, et al. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.382 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed transportation of natural gas is requried by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s General Rules and Regulations (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and actual 
operation thereof shall have commenced should be fixed at 6 months from the 
date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Trunkline Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
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in this proceeding, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and actual operation thereof shall have commenced, as provided by 
paragraph (2) of Section 157.20 of said General Rules and Regulations, is 
hereby fixed at 6 months from the date on which this order issues. 


Order denying joint petition to amend certificate of public convenience and 
necessity 


Texas Eastern Transmission Corp. and Transcontinental Gas Pipe Line Corp. 
Docket No. G—1792 
June 17,1954 * 


Texas Eastern Transmission Corporation (Texas Eastern) and Transconti- 
nental Gas Pipe Line Corporation (Transcontinental) filed, on May 14, 1954, a 
joint petition to amend the certificate of public convenience and necessity issued to 
Texas Eastern and Transcontinental on February 5, 1952, 11 F. P. C. 781, as 
amended on July 31, 1953, in Docket No. G—-1792, 12 F. P. C. 1119, by deleting the 
provisions in said order, as amended, allowing the “emergency exchange” of 
gas, and substituting therefor “exchange of gas at the convenience of the parties.” 

The joint Petitioners summarize the reasons supporting their petition as 
follows: 


* * * the approval of the amendments requested in this petition may be of 
great benefit to both Transcontinental and/or Texas Eastern in meeting the 
requirements of their customers during an emergency period.’ 


The Commission order issued February 5, 1952. as amended July 31, 1953, in 
Docket No. G—1792 authorizes the exchange of natural gas at certain points on 
the transmission facilities of Texas Eastern and Transcontinental “during 
period of emergency on the system of either.” 

The instant joint petition does not contain averments sufficiently specific to 
permit a determination of the reasons which precipitated the request for modi- 
fication of the extant authorization. Authority for emergency exchange of gas 
between the respective systems presently exists. If Applicants seek no more, 
Commission action herein reaffirming such authorization would be meaning- 
less. However, Applicants’ proposed change in the order would in law effect 
authorization for a changed type of service—from emergency to convenience. 
Such a change in type of service authorized would be a change of substance, in- 
consistent with the clear intention of the aforesaid Commission orders and would 
require the filing of an appropriate application with supporting data and exhibits 
for authority to render such new service. 


*Joint motion for reconsideration and rehearing denied by order issued August 2, 1954. 
1 Emphasis added. 
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The Commission finds: 

{1) If Texas Eastern and Transcontinental, applicants herein, seek only 
authorization for exchange of gas during periods of emergency, the joint petition 
filed fails to demonstrate the necessity of amending the certificate of public 
convenience and necessity issued February 5, 1952, as amended July 31, 1953, 
in Docket No. G—1792. 


(2) Amendment to the aforesaid order to permit exchange of gas “at the 
convenience of the parties” would be a change in type of service and the afore- 
said petition is inappropriate and an improper method to effect such change. 

The Commission orders: 

The joint petition to amend the certificate of public convenience and necessity 
issued to Texas Eastern and Transcontinental on February 5, 1952, as amended 
ov July 31, 1953, in Docket No. G-1792, be and the same hereby is denied. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2420 
June 17, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, on May 4, 1954, filed an applica- 
tion for a certificate of public convenience and necessity pursuant to Section 7 
of the Natural Gas Act, authorizing the construction and operation of certain 
natural-gas facilities, namely, a sales-meter station, together with the necessary 
appurtenances, to be located on Applicant's existing 30-inch Permian-San Juan 
cross-over line in Valencia County, New Mexico. 

The proposed facilities will be operated in conjunction with Applicant's exist- 
ing facilities for the purpose of making sales and deliveries of natural gas to 
the Southern Union Gas Company for resale by it to the Anaconda Copper Com- 
pany, for use by the latter company in its plant near Bluewater, New Mexico. 

Applicant proposes to make the sales herein authorized under its Rate 
Schedule B-3. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 11, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its 
principal place of business at El Paso, Texas, is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944 order in Docket No. G-288, 4 
FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of up to 4,000 Mcf per day of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20), should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
shall be completed and in actual operation should be fixed at 3 months from the 
date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of up to 4,000 Mcf 
per day of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) Applicant shall initially render the service herein authorized under its 
presently effective Rate Schedule B-3 as proposed, or any effective superseding 
rate schedule. 

(C) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed 
at 3 months from the date on which this order issues. 

(E) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, contract, 
or practice affecting such rate, charge, or classification ; and nothing herein shall 
constitute an acquiescence by the Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted. 


Order approving exrhibit 
The Washington Water Power Co. 
Project No. 621 
June 21, 1954 


The Washington Water Power Company, licensee for Project No. 621, filed 
with the Commission on April 8, 1954, a letter dated Aprii 8, 1954, and twe 
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copies of maps, designated respectively Exhibit A (two sheets) and Exhibit B 
(one sheet) and showing the location of certain project lands licensee desires 
to convey to the State of Idaho for highway improvement purposes, together 
with a copy of the deed of such conveyance dated February 18, 1954. 

By the deed’s terms, the Grantee, State of Idaho, indemnifies and saves 
harmless the Grantor, The Washington Water Power Company, and its successors 
and assigns, from all loss, damage or injury to the rights of property granted, 
which the Grantee, its employees or agents, may directly or indirectly suffer 
from the proper operation of the project properties by the Grantor herein. 

The company’s letter requested Commission approval of the change in status 
of the project lands which are located between the northern margin of Clear- 
water River and the project boundary. 

Licensee authorized the minor changes indicated in the aforementioned Ex- 
hibits A and B to be made by the Commission on tracings of Exhibit JI-K (FPC 
Nos. 621-8 and -9). 

The effect of approving the revised Exhibit J-K would be to approve convey- 
ance of portions of the project area with the right reserved to continue the 
use of the land for project purposes. 

The Commission finds: 

(1) Exhibit J-K (FPC Nos. 621-8 and -9) as revised by the Commission staff 
conforms to the Commission’s Rules and Regulations and should be approved 
as part of the license. 

The Commission orders: 

(A) Exhibit J-K (FPC Nos. 621-8 and —9) as revised be approved and made 
a part of the license. 

(B) This order shall became final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Order approving revised exhibits and prescribing annual charges 
Pacific Gas and Electric Co. 
Project No. 1962 
June 21, 1954 


In compliance with Article 14 of its license for Project No. 1962, Pacific Gas 
and Electric Company filed on January 3, 1952, revised exhibits reflecting minor 
changes in project lands and works and showing the project as constructed. 
Said exhibits also show an increase of approximately five acres in the lands 
of the United States occupied by the project, which now total 240.66 acres, 
exclusive of lands used for transmission-line right-of-way. 

The revised exhibits and those superseded thereby are as follows: Exhibit 
J-1C (FPC No. 1962-25), superseding Exhibit J-A1 (FPC No. 1962-1) : Exhibits 
K-1C through —7C (FPC Nos. 1962-26 through -32), superseding Exhibits K—Al1 
through —A6 (FPC Nos. 1962-17 through -21 and 1962-7) : and Exhibits L—A2C, 
L-20, L-5C, and L-6C (FPC Nos. 1962-33 through -36), superseding Exhibits 
L—A2 and L—A5 through —A9 (FPC Nos. 1962-9 and 1962-12 through -16). 

The effect of approving the aforementioned exhibits would be to establish the 
project works and lands as constructed, including lands of the United States, 
and to fix and specify in the license the amount of annual charges for Project 
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No. 1962 for the use, occupancy, and enjoyment of said government lands, ex- 
clusive of those lands to be used for transmission-line right-of-way. 

The Commission finds: 

(1) The above-described revised Exhibits J, K, and L conform to the Com- 
mission’s Rules and Regulations. 

(2) The amount of annual charges hereinafter specified for inclusion as revised 
Article 20 (B) of the license to recompense the United States for the use, oc- 
cupancy, and enjoyment of its lands, exclusive of such use for transmission-line 
right-of-way, is reasonable. 

The Commission orders: 

(A) The revised exhibits referred to in the above finding (1) are hereby ap- 
proved as part of the license, as amended, for Project No. 1962, and the afore- 
mentioned superseded exhibits are hereby excluded from the license as amended. 

(B) Article 20 (B) of the license, as amended, is hereby revised to read as 
follows: 

(B) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way, $481.00, effective as of January 1, 1953; and 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 


Order approving exhibit 
Northern States Power Co. 
Project No. 1982 
June 21, 1954 


Pursuant to Article 11 of the license for major Project No. 1982, Northern 
States Power Company, licensee for the project, filed for Commission approval 
and inclusion in the license for the project the following exhibit showing a 
project dike as constructed : 

Exhibit L: Sheet No.7 (FPC No. 1982-16) Callahan Dike. 

The Commission finds: 

The above-described exhibit conforms to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project. 

The Commission orders: 

The above-described exhibit is approved as part of the license for Project No. 
1982. 


Order amending order issuing certificate of public convenience and necessita 
MidSouth Gas Co. 
Docket Nos. G—1445, G—1680 


June 24, 1954 


MidSouth Gas Company (MidSouth) filed on April 28, 1954, a petition and 
supplements thereto on May 14, May 28, and June 15, 1954, to amend the certifi- 
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cate of public convenience and necessity issued to it in Docket No. G-1445 on 
September 18, 1952, 11 F. P. C. 1306. 

By its petition to amend, MidSouth requests that the Commission amend its 
order so as to permit the Company to lease and operate certain transmission 
pipeline facilities to be utilized for the transportation of natural gas for ultimate 
distribution in 8 Arkansas communities, namely, Crawfordsville, Earle, Lepanto, 
Marked Tree, Parkin, Trumann, Turrell and Tyronza." 

MidSouth has negotiated lease agreements with the above-named communities 
which cover a period of 20 years and include local distribution facilities, in 
addition to transmission pipeline facilities which will extend from the present 
terminus of MidSouth’s pipeline system at Marion, Arkansas, consisting of 15.7 
miles of 6%-inch pipeline, 23.6 miles of 444-inch pipe, and 29.2 miles of 34-inch 
pipe, all of which MidSouth initially planned to finance, construct and operate, 
pursuant to its certificate of public convenience and necessity at Docket No. 
G-1445. 

The Arkansas Public Service Commission, by Orders dated May 20, 1954, has 
issued certificates of “convenience and necessity” to the above-named communi- 
ties to construct, maintain and operate the transmission pipelines and other 
necessary distribution facilities to distribute natural gas in the various commu- 
nities referred to, and rural areas adjacent thereto. In addition, by said orders 
it approved and authorized the communities above named to execute lease agree- 
ments extending for a period of 20 years, containing an option which may be 
exercised by MidSouth to purchase the authorized facilities. 

The communities propose to finance the construction of the necessary facilities 
by issuance of 20-year gas revenue bonds in the amount of $1,759,500 bearing 
an interest rate of 44,%, all of which The Northwestern Mutual Life Insurance 
Company will purchase. 

Under the terms of a construction agreement entered into with each of the 
foregoing communities, MidSouth will furnish all of the necessary engineering 
services and supervise the construction of the facilities herein referred to. 

The application discloses that MidSouth will pay the communities’ annual 
rentals equal to interest on the outstanding revenue bonds plus sums sufficient 
to amortize the principal over a 20-year period. Further, MidSouth is to be 
given an option to purchase the properties at any time during the leasehold 
period at a price equal to the bonds then outstanding, plus call premiums and 
accrued interest thereon. 

In its petition to amend MidSouth recites that : 


The only substantial change effected by the proposed amendment is to 
change the mode of financing the construction of the facilities required to 
provide service of natural gas in the communities listed. Construction 
costs will be exactly the same as though MidSouth itself were the owner 
and the work will be carried out under its supervision. 

The cost of money to finance such construction will be no higher than if 
MidSouth were the owner and obligor of the debt securities because the 
lease rental payments are to be the equivalent of the total debt service 


requirements on the gas revenue bonds to be issued, as to both principal 
and interest. 


MidSouth’s request that it be authorized to acquire the subject facilities at its 
option appears to be premature. It is more appropriate that such acquisition 





2 The facilities to be leased will also be utilized to render service to the Town of Gilmore, 
Arkansas, as originally proposed by MidSouth, which proposes to construct, own. and oper- 
ate all the facilities necessary to distribute and sell natural gas in the Town of Gilmore. 
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be considered when MidSouth actually proposes to consummate purchase of 
the leased facilities. 

The Commission finds: 

It is appropriate in carrying out the provisions of the Natural Gas Act that 
the certificate of public convenience and necessity issued September 18, 1952, 
as amended March 23, October 20, 1953, and January 7, 1954, be further amended 
as hereinafter ordered. 

The Commission orders: 


(A) Paragraph (A) of the Commission’s order issued September 18, 1952, as 
amended, be and the same is hereby further amended to read as follows: 

(A) Certificates of public convenience and necessity be and the same are hereby 
issued authorizing MidSouth to construct, acquire, and operate the facilities 
hereinbefore described, all as more fully described in the applications in these 
proceedings, for the transportation of natural gas as herein set forth, subject 
to the jurisdiction of the Commission, with the exception of the facilities pro- 
posed to transport natural gas from MidSouth’s West Memphis transmission 
line running from the east bank of the Mississippi River to Marion, Arkansas, 
for service to the Communities of Crawfordsville, Earle, Lepanto, Gilmore, 
Marked Tree, Parkin, Trumann, Turrell and Tyronza, Arkansas, upon the terms 
and conditions of this order. With respect to the latter facilities, MidSouth is 
hereby authorized to lease and operate such facilities. 

(B) MidSouth Natural Gas Company shall, on or before December 31, 1954, 
tile copies of executed lease agreements between the Company and the Communi- 
ties of Crawfordsville, Earle, Lepanto, Marked Tree, Parkin, Trumann, Turrel! 
and Tyronza, Arkansas. 

(C) In all the other respects the Order issued September 18, 1952, as amended, 
and as herein modified, shall remain in full force and effect. 

Commissioner Digby not participating. 


Findings and order issuing and amending certificates of public convenience and 
necessity 


Louisiana Natural Gas Corp., Texas Northern Gas Corp., and Texas Gas 
Transmission Corp. 


Docket Nos. G—1852, G—1853, G—2361 


June 24, 19%: 


Oo 


4 

Texas Gas Transmission Corporation (Texas Gas), a Delaware corporation 
having its principal place of business at Owensboro, Kentucky, filed an applica- 
tion on January 29, 1954, and a supplement thereto on May 4, 1954, for a 
certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of: 

(1) An additional 2,000 horsepower compressor unit in its Bastrop Com- 
pressor Station (No. 3), located near Bastrop, Louisiana 

(2) 24 miles of 16-inch O. D. pipe extending from the existing connection 
of the facilities of Texas Gas and Louisiana Natural Gas Corporation (Louisi- 
ana Natural) at a point in the North Tepetate Field, Acadia Parish, Louisiana, 
to a point of interconnection with the existing facilities of Louisiana Natural 
near the South Roanoke Field, Jefferson Davis Parish, Louisiana. 

(3) A gas purchase meter station to be located near the South Roanoke 
Field at the proposed interconnection of the existing facilities of Louisiana 
Natural and the proposed facilities of Texas Gas. 


468918S—61 74 
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The proposed facilities will enable Texas Gas to purchase additional volumes 
of natural gas from Louisiana Natural and Texas Northern Gas Corporation 
(Texas Northern), its wholly-owned subsidiaries, to offset declining deliveries 
to Texas Gas from the Monroe Field and Lisbon Field and to provide additional 
volumes to meet its firm sales obligations. These facilities will provide greater 
flexibility in the operation of the systems of Texas Gas, Louisiana Natural, and 
Texas Northern needed to enable the two subsidiaries to meet the increased 
minimum and maximum purchase provisions in existing gas purchase contracts. 

The total estimated cost of the facilities proposed by Texas Gas is estimated 
to be $1,596,140, which will be financed from cash on hand and from earnings. 

By their respective petitions filed on January 29, 1954, Louisiana Natural 
and Texas Northern request amendment of the certificates granted to them 
by order issued July 25, 1952, accompanying Opinion No. 232, 11 FPC 227. 
By the certificate issued at Docket No. G—1852, Louisiana Natural, among other 
things, was authorized to sell and deliver to Texas Gas up to a maximum of 
95,064 Mcf of gas per day. The certificate issued to Texas Northern at Docket 
No. G—1853 authorized it to sell and deliver up to 47,736 Mcf of gas per day to 
Texas Gas. These respective limitations were those proposed by the two 
companies and represented the maximum volumes available to them under 
then existing contracts. 

Louisiana Natural and Texas Northern have each acquired additional sup- 
plies of gas since July 25, 1952, and now request the removal of the restrictions 
on deliveries imposed by said certificates to permit the sale and delivery of 
greater volumes to their parent company, Texas Gas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 15, 1954, respecting the matters involved in and the issues presented by 
the said application and supplement thereto and the petitions to amend. No 
protest to the application or petitions has been received. 

The Commission finds: 

(1) Texas Gas, a Delaware corporation with its principal place of business 
at Owensboro, Kentucky, is engaged in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued March 30, 1949, at Docket No. G—859, 
8 FPC 190. 

(2) The facilities hereinbefore described, and as more fully described in 
the application herein, are proposed to be used in the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of Texas Gas’ existing pipeline system, and the 
construction and operation thereof by it are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Texas Gas is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) Texas Gas, Louisiana Natural, and Texas Northern, having requested the 
omission of the intermediate decision procedure, and all the requirements of 
the provisions of Section 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules 
of Practice and Procedure having been satisfied, sufficient cause exists for the 
Commission forthwith to render its final decision in the instant proceedings. 

(5) The proposed construction and operation of the facilities by Texas Gas 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 
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(6) It is necessary and appropriate in the public interests that the afore- 
said certificates of public convenience and necessity issued to Louisiana Natural 
and Texas Northern be amended as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas to construct and operate the facilities 
hereinbefore described, all as more fully described in the application and sup- 
plement in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The certificate hereby issued to Texas Gas shall be accepted in writing, 
and under oath, by a responsible official of Texas Gas, and the general terms 
and conditions set forth in paragraphs (1), (2), (8), and (5) of Section 
157.20 of the Commission’s General Rules and Regulations shall attach to the 
issuance of the certificate, and to the exercise of the rights granted thereunder. 

(C) Construction of the facilities herein authorized shall be prosecuted so 
as to enable the completion and commencement of operation thereof within 6 
months from the date of issuance of this order. 

(D) Paragraph (E) of the aforesaid order issued July 25, 1952, accompany- 
ing Opinion No. 232, be and it is hereby amended to read as follows: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Louisiana Natural Gas Corporation to continue to operate 
facilities, which are more fully described in the application at Docket No. 
G-—1852, for the transportation and sale of such volumes of natural gas, subject 
to the jurisdiction of the Commission, as may be necessary to meet the require- 
ments of Texas Gas Transmission Corporation, upon the terms and conditions of 
this order, but not in excess of those quantities which Louisiana Natural may 
have available for delivery. 

(E) Paragraph (F) of the aforesaid order issued July 25, 1952, accompanying 
Opinion No. 232, be and it is hereby amended to read as follows: 

A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Texas Northern Gas Corporation to continue to operate facili- 
ties, which are more fully described in the application at Docket No. G—1853, 
for the transportation and sale of such volumes of natural gas, subject to 
the jurisdiction of the Commission, as may be necessary to meet the requirements 
of Texas Gas Transmission Corporation, upon the terms and conditions of this 


order, but not in excess of those quantities which Texas Northern may have 
available for delivery. 


Commissioner Digby not participating. 


Order disallowing, in part, proposed increased rates and charges, permitting 


supplemental rate schedule to take effect, directing refund and terminating 
proceeding 


The Cincinnati Gas & Electric Co. 
Docket No. E-6495 
June 24, 1954 


This is a proceeding under Section 205 (e) of the Federal Power Act arising 
initially from an increase proposed on March 13, 1953, by the Cincinnati Gas & 
Electric Company (CG&E), in the rates and charges for wholesale electric 
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service rendered to its wholly owned subsidiary, The Union Light, Heat and 
Power Company (Union). 

On that date CG&E tendered for filing a proposed supplemental rate schedule 
(tentatively designated as Supplement No. 3 to its Rate FPC No. 2), whereby 
it sought to increase the demand portion of the two part rate covering the 
supply of Union's entire power and energy requirements from $1.40 to $1.70 
per kw of billing demand per month and to change the fuel adjustment clause 
to the 3.5 mill per kwh energy charge set out in that rate from .065 mills per 
kwh change for each 10¢ variation from $3.00 per ton of coal to .075 mills per 
kwh change for each .5¢ variation in fuel cost per million Btu from a base cost 
of 10.5¢ per million Btu. The increase then proposed would amount to an esti- 
mated $279,000 per year (6.5% over the old rates), based upon operations for 
the 12-month period ending August 31, 1953." 

On April 15, 1953, pending a decision upon the question of the lawfulness of 
such increased rates we suspended Supplement No. 3 to CG&E’s Rate Schedule 
FPC No. 2 until September 16, 1953. In our order of suspension we noted that 
an adjustment reflecting any use by CG&E of a certificate for accelerated 
amortization authorized by Section 124A of the Internal Revenue Code in the 
approximate amount of $8,657,000 would be controlling significance in determining 
the reasonableness of the proposed increase in rates.” The order also permitted 
intervention in the above-entitled proceeding by the Cities of Newport and 
Covington, Kentucky, and the Northern Kentucky Utility District (Inter- 
venors).* 

Pending our decision, in Docket No. R-126, on the matter of the treatment 
of accelerated amortization for rate making purposes this proceeding was held 
in abeyance and not having been concluded prior to the expiration date of the 
suspension period fixed by our order of April 15, 1953, we directed in our order 
issued September 21, 1953 in the above docket, that: 


(A) Cincinnati shall keep accurate accounts in detail of all amounts 
received by reason of the increased rates or charges effective as of Sep- 
tember 16, 1953, and report in writing and under oath to the Commission 
monthly for each billing period the revenues obtained from sales to Union 
as computed under the rates or charges in effect immediately prior to 
September 16, 1953, and under the rates or charges effective September 16, 
1953, together with the difference in the revenues so computed; Cincinnati 


shall set up on its books of account a special reserve in amount equal to 
such differences, as they accumulate, plus interest thereon at the rate of 
6 percent per annum, for the purpose of refunding for the benefit of those 


1The $279,000 includes approximately $98,000 attributable to the service rendered 
by Union to a large industrial customer in Kentucky (Newport Steel Company commencing 
in May 1953 which was not taken into account in the estimate of $181,000 annual increase 
(7.2%), based upon operations for the same 12-month period, which was made at the 
time of the initial filing on March 13, 1953. 

2 This was prior to our decision In the Matter of Treatment of Federal Income Taxes 
as affected by Accelerated Amortization as set forth in Opinion No. 264 issued December 
4, 1953, Docket No. R-126, 12 F. P. C. 369, pursuant to notice of proposed rule making 
thereon published January 22, 1953 (18 FR 474-475). 

’The aforementioned Northern Kentucky Utility District is an organization of 26 Ken- 
tucky municipalities served by Union. This district together with the Cities of Newport 
and Covington, Kentucky, on March 31, 1953, petitioned the Commission for suspension 
of CG&E’s proposed supplemental rate schedule tendered for filing March 13, 1953, for 
hearings on the lawfulness of the proposed increased rates, and for permission to intervene 
in such proceedings. The Public Service Commission of Kentucky by letter of March 
26, 1955, requested that the effectiveness of the March 13, filing be suspended for 
period of five months. 
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entitled thereto any portion of the increased rates or charges found by the 
Commission in this proceeding not justified, such reserve to be maintained 
pending the further order of this Commission. 

(B) Unless the Public Service Commission of Kentucky provides other- 
wise, those entitled to the benefit of the refund provided in the preceding 
paragraph shall be the ultimate purchasers who are served with power sold 
by Cincinnati in this sale unless, and except to the extent that, the benefit 
of the aggregate of any differences in Cincinnati’s charges resulting from 
the final order of this Commission shall previously have been passed along to 
them. That benefit shall be deemed to have been passed along to them if 
and to the extent that (i) proportionate refunds, with interest, shall have 
been made to them pursuant to binding agreements (made as of the time 
they are billed for service during the period following September 16, 1953) to 
do so if this Commission shall subsequently prescribe a lower rate for Cin- 
cinnati than the increased rate effective on that date; or (ii) an inter- 
mediate purchaser shall have charged its customers at rates reflecting a 
lower cost of purchased power than its actual cost following this increase; or 
(iii) such ultimate purchases are served by a publicly-owned and operated 
utility, or by a consumed cooperative, to which payment shall have been 
made of a proportionate refund, with interest. If and to the extent that an 
intermediate purchaser shall have passed along the benefit of such differences 
it shall be entitled to receive and keep the refund, with interest. 


Subsequent to our December 4, 1953, determination of the treatment to be 
accorded accelerated amortization for rate making purposes * the Commission’s 
Staff informally advised representatives of CG&E of certain exceptions to its 
cost justification submitted in support of the $279,000 yearly increase proposed 
by it on March 13, 1953. 

As a consequence of those exceptions, CG&E by petition filed April 27, 1954, 
conditionally tendered for filing a fourth amendment to its January 15, 1937, 
agreement with Union,’ tentatively designated as Supplement No. 1 to Supple- 
ment No. 3 to its Rate Schedule FPC No. 2. That amendment would effect a 
reduction in the estimated annual increase proposed by CG&E on March 13, 1953, 
to $226,000 (or 5.2% over the old rates). This reduction of $55,000 in the pro- 
posed increase would be accomplished by CG&E’s lowering the demand portion of 
the two-part rate for service to Union, as set forth in Supplement No. 3 to 
CG&E’s Rate Schedule FPC No. 2, from $1.70 to $1.65 per kw of billing demand 
per month. 

Essentially, the relief CG&E seeks by that petition is acceptance of the terms 
of the conditions upon which it tendered for filing said Supplement No. 1 in 
settlement of all issues arising in this proceeding. Such acceptance would, in 
brief, require an order of this Commission: (1) allowing said Supplement No. 1 
to take effect as of September 16, 1953, the effective date of the higher rates and 
charges which are embodied in the suspended Supplement No. 3 to CG&E’s 
Rate Schedule FPC No. 2; (2) directing that CG&E refund, in accordance with 
the terms of our order issued September 21, 1953, the amounts collected from 
Union since September 16, 1953, in excess of the amounts which would have been 
collected under the proposed Supplement No. 1 to Supplement No. 3 to CG&E’s 
Rate Schedule FPC No. 2, with interest thereon; and (3) terminating this 
proceeding. 


* See footnote 2, supra, p. 1132. 
5 The foregoing agreement is the basic contract pursuant to which CG&E serves Union's 
energy needs. 
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Commission Staff Counsel on May 27, 1954, responded to CG&E’s April 27 
petition stating that, conditioned upon the requirement that CG&E credit, in 

accordance with what Staff Counsel regard as applicable Commission precedents, 

all reductions in income taxes resulting from its use of accelerated amortization 

to a special reserve to be applied over the remaining life of the particular facilities 

involved to offset any resulting increases in Federal income taxes in those years, 

they have no objection to the granting of said petition. 

Intervenors in this proceeding have not responded to CG&E’s April 27° filing 
and the time allowed by the Commission’s General Rules and Regulations for 
doing so has expired. 

Union by letter dated May 25, 1954, stated that in the event that an order be 
issued granting CG&E’s April 27 petition it (Union), would refund to its cus- 
tomers (in accordance with the terms of our order issued September 21, 1953), 
the amount of all refunds received from CG&E pursuant to any such order of 
this Commission. 

The Public Service Commission of Kentucky having been informed of CG&EK’s 
April 27 petition and Union’s undertaking to refund to its customers the amount 
of any refund received from CG&E indicated no objection thereto. 

From an examination of the cost data submitted by CG&E in support of the 
$226,000 annual increase in the rates and charges for service to Union which 
would be effected by Supplement No. 1 to Supplement No. 3 to its Rate Schedule 
FPC No. 2, it does not appear that such increase will provide more than CG&E’s 
cost of serving Union, including in such costs a fair return on a properly allo- 
cated portion of CG&E’s net investment. Rather, it appears that the revenues 
provided by said schedule of rates and charges will be substantially equivalent to 
CG&E’s cost of serving Union.* Nor are there any other facts apparent in this 
proceeding which would compel a determination of unlawfulness concerning 
those rates and charges. The cost justification submitted by CG&E based upon 
a test period of 12 months ending June 30, 1953, is in accordance with applicable 
precedents of this Commission, including the treatment, for rate making pur- 
poses, accorded to property included in CG&E’s rate base which is subject to 
accelerated amortization as permitted by Section 124A of the Internal Revenue 
Code. 

CG&E’s Supplement No. 3 to its Rate Schedule FPC No. 2 would produce 
revenues materially in excess of those resulting from an application of the rates 
and charges as set forth in Supplement No. 1 to Supplement No. 3 thereto, and 
would be unjust and unreasonable and therefore unlawful. 

Furthermore, it is our view that under the circumstances of this case there is 
good cause and it is appropriate and in the public interest in carrying out the 
provisions of the Federal Power Act to order as hereinafter provided. 

The Commission orders: 

(A) The rates and charges set forth in Supplement No. 3 to CG&E’s Rate 
Schedule FPC No. 2, amended by the aforesaid Supplement No. 1, be and the 
same hereby are allowed to take effect as of September 16, 1953, in lieu of those 
set forth in Supplement No. 3 without such amendment. 

(B) CG&E shall refund to Union, with interest, all amounts collected from 
Union since September 16, 1953, in excess of the amounts which would have been 


*That petition together with copies of the proposed Supplement No. 1 to Supplement 
No. 3 to CG&E’s Rate Schedule FPC No. 2 and a summary of cost justification therefore 
were served upon Intervenors April 27, 1954, by Counsel for CG&E. 

7Such costs of CG&E in rendering the subject service to Union are shown in the cost 
justification submitted by CG&E to be $4,375,265. Anticipated revenues resulting from an 
application of the rates and charges as set forth in Supplement No. 1 to Supplement No. 3 
to CG&B’s Rate Schedule FPC No. 2 will total $4,359,234. 
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collected under the schedule of rates and charges as set forth in Supplement No. 1 
to Supplement No. 3 to CG&E’s Rate Schedule FPC No. 2; all in accordance 
with the terms of our order issued September 21, 1953, in this proceeding. 

(C) CG&E shall, in accordance with the principles set forth in our Opinion 
No. 269, issued April 15, 1954, In the Matter of Panhandle Eastern Pipe Line 
Company, et al., 13 F. P. C. 53, set up and maintain special accounts and make 
the charges and credits referred to therein in accounting for Federal income 
taxes as affected by accelerated amortization, authorized by Section 124A of 
the Internal Revenue Code. 

(D) The proceeding initiated by our order issued April 15, 1953, in the above 
docket be and the same hereby is terminated. 


Order determining amount of refunds, dismissing rate increase applications, and 
terminating proceedings 


Southern Tier Gas Corp. 
Docket Nos. G-2137 and G-—2366 
June 24, 1954 


On February 13, 1953, Southern Tier Gas Corporation (Southern Tier) ten- 
dered for filing in Docket No. G—2137 its proposed Second Revised Sheet No. 4 
to its FPC Gas Tariff, Original Volume No. 1 proposing an increase in the rates 
and charges for the sale of natural gas to the Village of Bath, New York, of 4.6¢ 
per Mcf, or $9,800 annually, based upon estimated sales for the year 1953. Pur- 
suant to the Commission’s order issued September 28, 1953, the rates proposed in 
Docket No. G-2137 were permitted to go into effect under bond as of August 24, 
1953. 

On January 11, 1954, Southern Tier tendered for filing in Docket No. G—-2366 
an additional increase in the rates and charges to the Village of Bath, N. Y., of 
approximately 8.7¢ per Mcf or $18,400 annually. By order issued February 11, 
1954, the Commission suspended the effectiveness of the increased rates proposed 
in Docket No. G-—2366 until July 11, 1954, and consolidated the proceedings in- 
volved in Docket No. G—2137 and G—2366 for purposes of hearing and decision. 

On March 27, 1953 and March 1, 1954, the Public Service Commission of the 
State of New York filed notices of intervention in Docket Nos. G—2137 and 
G-—2366, respectively. By order issued April 22, 1954, the Commission permitted 
the Village of Bath to intervene in the consolidated proceedings. 

Hearings were held in the consolidated dockets on June 15, 1954. At the hear- 
ing there was received in evidence a memorandum of settlement in which South- 
ern Tier, the Village of Bath, and the Staff of the Commission agreed: 


that a reasonable rate from and after August 24, 1953 is the rate provided in 
Southern Tier Gas Corporation’s FPC Gas Tariff, Original Volume No. 1, 
Rate Schedule G-1, First Revised Sheet No. 4, which was effective immedi- 
ately prior to August 24, 1953, and that schedule shall be made effective 
from and after August 24, 1953 in lieu of Second Revised Sheet No. 4, which 


was previously permitted to become effective on August 24, 1953 under bond 
at Docket No. G—2137. 


The agreement further provided for refund to the Village of Bath of the in- 
crease in rates collected under bond in Docket No. G-2137 plus 6 percent interest 
from the date of payment to the date of refund. 
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The record shows that the Public Service Commission of the State of New 
York approved the terms of the settlement specified in the memorandum of 
settlement. 

Upon consideration of the memorandum of settlement and the record, we 
approve the terms of the proposed settlement, requiring Southern Tier to refund 
to the Village of Bath the entire amount of the revenues collected by it under 
the increased rates in effect under bond in Docket No. G-—2137 for the period 
after August 24, 1953, and permitting Southern Tier’s FPC Gas Tariff, Original 
Volume No. 1, Rate Schedule G—1, First Revised Sheet No. 4, to take effect 
from and after August 24, 1953, subject to the terms and conditions hereinafter 
set forth. 

The Commission finds: 

The proposed settlement of these rate procedings upon the basis set forth in 
the memorandum of settlement is reasonable and in the public interest in carry- 
ing out the provisions of the Natural Gas Act, and should be approved and made 
effective as hereinafter ordered and conditioned. 

The Commission orders: 

(A) Southern Tier’s Second Revised Sheet No. 4, suspended in Docket No. 
G-2137, by order of the Commission issued March 13, 1953, and made effective 
under bond as of August 24, 1953 by further order of the Commission issued 
September 28, 1953; and Third Revised Sheet No. 4 suspended until July 11, 
1954 by order of the Commission issued February 11, 1954, are hereby disallowed 
and shall have no further force or effect. 

(B) Southern Tier’s FPC Gas Tariff, Original Volume No. 1, Rate Schedule 
G-1, First Revised Sheet No. 4, are and shall remain as the effective rates of 
Southern Tier from and after August 24, 1953. 

(C) Southern Tier shall refund to the Village of Bath the increase in rates 
collected under bond in Docket No. G-—2137 for sales of natural gas to the Village 
of Bath after August 24, 1953, plus 6 percent interest thereon from the date of 
payment to the date of refund. 

(D) Southern Tier shall furnish to the Federal Power Commission a state- 
ment, under oath, by a responsible officer of the corporation, showing the monies 
refunded and interest thereon, together with an acknowledgement of receipt 
of such monies by the Village of Bath stating that the amount of the refund is 
correct. 

(EB) The proceedings in Docket Nos. G-2137 and G—2366 be and the same are 
hereby terminated. 


Findings and order issuing certificate of public convenience and 
necessity and permitting and approving abandonment 
Consolidated Gas Utilities Corp. 

Docket Nos. G-2014 and G-—2358 


June 24, 1954 


Consolidated Gas Utilities Corporation (Applicant), a Delaware corporation 
having its principal place of business at Oklahoma City, Oklahoma, filed an 
application on July 28, 1952, in Docket No. G-2014, as supplemented October 
2, 1952, October 31, 1952, February 24, 1953, and July 27, 1953, for a certificate 
of public convenience and necessity pursuant to Section 7 (c) of the Natural 
Gas Act, authorizing the construction and operation of certain facilities and 
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the operation in interstate commerce of certain existing facilities designated 
Project Nos. 1 through 4 and described as follows: Project No. 1, approximately 
9 miles of 12%-inch pipeline extending from Applicant’s main transmission 
system to a point of connection with its existing intrastate Sayre-Altus system 
in Oklahoma, together with a 750 H. P. compressor station at said point of con- 
nection, and the continued operation of the Sayre-Altus system consisting of 
approximately 114 miles of pipeline varying from 8 to 3 inches in diameter; 
Project No. 2, approximately 12,000 feet of 44-inch lateral pipeline in Grant 
County, Oklahoma, to transport residue gas; Project No. 3, approximately 
30,000 feet of 65-inch lateral pipeline in Cowley County, Kansas, to transport 
a new supply of natural gas; Project No. 4, development of an underground 
gas storage field in the West Earlton field in Wilson County, Kansas, and 
approximately four miles of 65¢-inch pipeline to connect this field with Appli- 
cant’s existing gas gathering system. 

Applicant was granted temporary authorization on August 20, 1952, and 
November 7, 1952, to construct and operate or continue operation of the four 
projects listed above, although authorization with respect to Project No. 4 
was limited to testing of the proposed storage field and was exclusive of construc- 
tion of the proposed pipeline. 

On February 15, 1954, Applicant filed a motion to dismiss without prejudice 
to resubmission that part of its application in Docket No. G—2014 designated 
Project No. 4. 

Applicant filed another application on January 20, 1954, in Docket No. G—2358, 
as supplemented February 11, 1954, for permission and approval pursuant to 
Section 7 (b) of the Natural Gas Act, to abandon approximately 12,000 feet of 
4%-inch lateral pipeline facilities which were designated Project No. 2 in the 
application in Docket No. G-—2014, and which were constructed and operated 
under the temporary authorization issued August 20, 1952. The record shows 
that the lateral line is inoperative, other than to serve two farm homes, due to 
depletion of gas reserves. 

Pursuant to due notice a public hearing was held in Washington, D. C., on June 
15, 1954, respecting the matters involved and the issues presented by the appli- 
cations. No protest to the granting of the application has been received. 

The record shows that the new and existing facilities comprising Project No. 1 
are necessary due to depletion of the local gas supplies upon which the Sayre- 
Altus system relied. 


The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Oklahoma, is engaged in the transportation of natural gas 
in interstate commerce and the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 4, 1944, in Docket No. G-365, 4 FPC 477. 

(2) Applicant’s motion, filed February 15, 1954, to dismiss without prejudice 
to resubmission that part of its application in Docket No. G—2014 designated 
Project No. 4 should be granted. 

(3) The facilities hereinbefore described, as more fully described in the appli- 
cation in Docket No. G—2014, are, with the exception of the facilities encompassed 
in Project No. 4, used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, pursuant to temporary authoriza- 
tion, and the operation of said facilities and the present operation of the pre- 
existing facilities by Applicant are subject to the requirements of subsections 
(b), (c) and (e) of Section 7 of the Natural Gas Act. 
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(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The continued operation of the facilities by Applicant with the exception 
of the facilities designated Project No. 2 for which permission and approval to 
abandon is sought in Docket No. G—2358 and with the exception of the facilities 
designated Project No. 4, are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and conditioned. 

(6) Present and future public convenience and necessity permit the abandon- 
ment of the facilities described in the application in Docket No. G—2358. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) [18 
CFR 1.32 (b)] of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder, with the exception that with reference to paragraph (3) (iv) the 
time limitation should be six months after the date on which the certificate is 
issued. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to contine operation of the facilities hereinbefore described 
and presently operated pursuant to temporary authorization, except the facilities 
encompassed in Project Nos. 2 and 4, all as more fully described in the application, 
as supplemented, Docket No. G—2014, and the exhibits appended thereto, for the 
transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The motion to dismiss, without prejudice to resubmission, that part of 
the application in Docket No. G—2014 designated project No. 4, be and is hereby 
granted. 

(C) Permission and approval for the abandonment and removal of the facili- 
ties described in the application in Docket No. G—2358 be and is hereby granted. 

(D) The certificate granted in paragraph (A) hereof shall be accepted in 
writing, and under oath, by a responsible official of Applicant and the general 
terms and conditions set forth in paragraphs (1), (3) (iv) and (5) of Section 
157.20 of the Commission’s Rules of Practice and Procedure shall attach to the 
issuance of this certificate, and to the exercise of the rights granted thereunder, 
with the exception that with reference to paragraph (3) (iv) the time limita- 
tion is six months after the date on which this certificate is issued. 

Commissioner Digby not participating. 


Order amending order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Co. 
Docket No. G—2269 


June 24, 1954 


Colorado Interstate Gas Company (Colorado Interstate) filed on June 1, 1954, 
its motion to amend the order issuing a certificate of public convenience and 
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necessity, issued on April 1, 1954, 13 F. P. C. 934, in the above proceeding. The 
certificate authorized the construction and operation of transmission facilities 
in Morton County, Kansas, for the purpose of selling and delivering to Natural 
Gas Pipeline Company of America (Natural) certain quantities of natural gas. 
Included in the certificated facilities is a meter station which was to be located 
at the terminus of Colorado Interstate’s gathering system in Morton County, 
Kansas. 

Colorado Interstate, in its motion to amend, requests that the certificate be 
modified to permit the meter station to be located at Natural’s Compressor 
Station No. 101 at Hooker, Oklahoma, thereby enabling Colorado Interstate to 
establish a single rate for the sale and delivery of the gas to Natural. The 
aforesaid modification will not affect the estimated cost of the authorized 
facilities. 

The Commission finds: 

It is in the public interest and appropriate for carrying out the provisions of 
the Natural Gas Act to grant the request contained in Colorado Interstate’s 
motion filed on June 1, 1954, by amending the Commission’s order issued on 
April 1, 1954, as hereinafter ordered. 

The Commission orders: 

(A) The order of the Commission issued April 1, 1954, in Docket No. G—2269, 
issuing a certificate of public convenience and necessity to Colorado Interstate 
Gas Company, be and the same is hereby modified so as to permit the afore 
designated meter station to be located at or near Natural Gas Pipe Line Com- 
pany of America’s compressor station No. 101 at Hooker, Oklahoma, rather 
than at the terminus of Colorado Interstate’s gathering system in the Morton 
County, Kansas, area. 

(B) In all respects the above-mentioned order shall remain in full force and 
effect. 

Commissioner Digby not participating. 


Order approving proposed settlement 
Atlantic Seaboard Corp. 
Docket No. G—2275 


June 24, 1954 





This is a rate proceeding arising from proposed increases in rates and charges 
submitted for filing on September 14, 1953, by Atlantic Seaboard Corporation 
(Seaboard) and Virginia Gas Transmission Corporation... The record herein 
has been certified to us for consideration of a proposed settlement as stated on 
the record by Commission Staff counsel in open hearing, and as agreed to by 
all parties to the proceeding. Upon consideration of the record, we approve the 
terms of the proposed settlement, permitting the agreed-upon rate increases 








1The style of this proceeding was originally carried in the names of Seaboard and Vir- 
ginia Gas Transmission Corporation. The latter company has now been merged into 
Seaboard and Virginia Gas Transmission Corporation. The latter company has now been 
merged into Seaboard which has filed a certificate of adoption of tariff and revised tariff 
sheet, as successor company, identified as First Revised Sheet No. 7 (substitute) to Sea- 
board’s FPC Gas Tariff, Fifth Revised Volume No. 1. Any obligation placed on Seaboard 
by this order will include such obligation as would have been applicable to Virginia Gas 
Transmission Corporation as a separate corporate entity. 
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to become effective subject to the terms and conditions, agreed to by the parties, 
as hereinafter set forth. 

The proposed increased rates or charges submitted for filing on September 14, 
1953, were contained in Seaboard’s First Revised Sheets Nos. 7, 9, 11, 15 and 18 
to its FPC Gas Tariff Fifth Revised Volume No. 1,” and in Virginia Gas Trans- 
mission Corporation’s First Revised Sheets Nos. 4, 5 and 6 to its FPC Gas 
Tariff, Third Revised Volume No. 1, and based on sales during the 12 months 
ended February 28, 1954, would have resulted in increased revenues of $2,496,000, 
over and above the settlement rates in Docket No. G—2054, approved by our 
order issued February 26, 1954. 

Pending a hearing and the Commission’s decision upon the question of the 
lawfulness of the rates proposed by the September 14, 1953, filings, the Com- 
mission by order issued October 13, 1953, as amended by order issued Octo- 
ber 26, 1953, suspended the proposed revised tariff sheets until March 1, 1954, 
and until such further time thereafter as such proposed tariff changes might be 
made effective in the manner prescribed by the Natural Gas Act. By order 
issued March 26, 1954, these suspended tariff changes were permitted to become 
effective as of March 1, 1954, subject to an undertaking assuring refund, with 
interest, of such portion of the increased rates or charges as the Commission 
might find not justified. 

Pursuant to Commission order, hearing was commenced on April 12, 1954, with 
regard to the proposed increased rates and charges. After presentation by Sea- 
board of its direct case, the hearing was recessed pending Commission deter- 
mination of the issues in Docket No. G—2274, In the Matter of United Fuel Gas 
Company, which company supplies Seaboard with natural gas. 

Upon reconvening of the hearing on June 3, 1954, a recess was granted until 
later that day to permit the parties to confer respecting the possibility of agree- 
ment on or simplification of the issues involved in the proceeding. Final agree- 
ment was reached by the parties as to the rate increases to which Seaboard 
was entitled herein, the rates to be observed under its tariffs and the terms and 
conditions under which the settlement was acceptable to the parties. 

Following its field examination of Seaboard’s books, records and operations, 
the Commission’s Staff, through use of average monthly balances, developed a 
net investment rate base of $41,929,572 for the twelve-month period ended Feb- 
ruary 28, 1954. Operations for that twelve-month period, as adjusted, resulted 
in a cost of service of $31,325,938, based on purchased gas costs derived from 
the rates approved in Docket No. G—2274, In the Matter of United Fuel Gas 
Company, a 64%4.% rate of return, and Federal income taxes computed on the 
assumption that the corporate tax rate of 52% will be continued and that there 
will be a tax saving of 10% to Seaboard through its inclusion in the consolidated 
return filed by its parent, Columbia Gas System. Revenues for this 12-month 
period ending February 28, 1954, under the rates prescribed by the Commission 
in Docket No. G—2054 would have been $30,469,556, indicating a deficiency under 
guch rates of $856,382 for this test period. 

On the basis of this cost of service, allocated to demand and commodity 
components in accordance with the principles laid down in our Opinion No. 225 


aa), 

2On December 14, 1953, Seaboard submitted for filing First Revised Sheets Nos. 13 and 
16 to its tariff to change the Btu adjustment clause in two of its rate schedules which it had 
inadvertently failed to do in its September 14 filing. By order issued January 14, 1954, 
First Revised Sheets Nos. 13 and 16 were substituted for the corresponding original sheets 


contained in Seaboard’s tariff and suspended until March 1, 1954, pending hearing and de- 
cision in this docket. 
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the Staff derived rates, subject to 
1150 Btu per cubic foot, as follows: 


adjustment for heat content variation from 





Demand | Commod- 
charge | ity charge 





Cents 
Kentucky-West Virginia Zone 4 woe $1. 86 30. 19 
Virginia, Maryland, and District of Columbia Zone __................--- . 1.96 | 31.19 
Main Line Customers. ----- uae . J 53. 00 
Amere Gas Utilities Co f a dicidib esi whites nitalivs nobis naaitan | 40. 00 


The rate base and cost of service computations, the classification of costs and 
the derived rates were presented to all parties to these proceedings in the con- 
ference and thereafter spread on the record. 

In addition to agreement by all parties to the results derived by the Staff, 
it was also agreed that Seaboard would file substitute tariff sheets to reflect the 
rates set out above effective as of March 1, 1954, and that it would make appro- 
priate refunds of money collected in excess of the agreed rates plus interest at the 
rate of 6% per annum from the date of payment by the customer of such excess 
to the date of refund. 

It was further agreed that if Seaboard should receive any refunds from its 
supplier, United Fuel Gas Company, which the latter may receive in connection 
with the proceedings in Docket Nos. G—2052 and G—2252, which involve the rates 
of Tennessee Gas Transmission Company, a major supplier of natural gas to 
United Fuel Gas Company, Seaboard would make appropriate refunds to its 
customers. 

The parties also agreed that if the corporate Federal income tax rate should 
be fixed at less than 52% during the period the rates agreed to in this proceeding 
are effective, Seaboard will file revised tariff sheets to reflect such decrease and 
will make appropriate refunds on an equitable basis to give effect to the lesser 
Federal income tax payable including the 10% tax saving assumed in this pro- 
ceeding to result from the filing of a consolidated return. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

(2) The rates and charges as contained in First Revised Sheets Nos. 7, 9, 11, 
13, 15, 16 and 18 to Seaboard’s FPC Gas Tariff, Fifth Revised Volume No. 1, and 
First Revised Sheets Nos. 4, 5 and 6 to Virginia Gas Transmission Corporation's 
FPC Gas Tariff, Third Revised Volume No. 1, succeeded to by Seaboard, are not 
just, reasonable or lawful under the terms and provisions of the Natural Gas 
Act and should be disallowed. 

(3) The agreed to rates and charges set out above, as hereinafter made effec- 
tive, are just and reasonable and provide the proper basis for computation of 
refunds by Seaboard on and after March 1, 1954. 

The Commission orders: 

(A) The increases in rates and charges contained in the proposed revised 
tariff sheets listed in paragraph (2) above, be and the same hereby are 
disallowed. 

(B) Within 25 days from the date of issuance of this order, Seaboard shall 
file substitute revised tariff sheets acceptable to the Commission giving effect to 
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the agreed to rates hereinbefore set out, to be applicable to its sales of natural 
gas for resale in interstate commerce on and after March 1, 1954. 

(C) Within 30 days from the date of issuance of this order, Seaboard shall 
refund to its respective utility customers the diference between the amounts 
charged by it under the rates contained in the proposed revised tariff sheets 
listed in paragraph (2) above, which are hereby disallowed, and the amounts 
as computed under the rates hereby made effective together with interest at the 
rate of 6% per annum from the respective dates of receipt of such excess amounts 
to the date of refund. Seaboard shall bear all costs incidental to the making of 
such refunds. 

(D) Within 45 days from the date of issuance of this order, Seaboard shall 
report to the Commission in writing and under oath the details of its calcula- 
tions resulting in the refunds ordered pursuant to paragraph (C) above, to- 
gether with copies of releases from its customers with respect to such refunds. 

(E) In the event that the actual corporate Federal income tax rate applicable to 
the period from and after March 1, 1954, until the rates and charges herein pre- 
scribed are superseded, is fixed at less than the rate of 52%, Seaboard shall file 
revised rate schedules to reflect such decrease and shall make appropriate re- 
funds upon an equitable basis from revenues collected under the rates hereby 
made effective and shall report such refunds to the Commission in the manner set 
forth in paragraph (D) above. 

(F) If Seaboard shall receive any refunds from United Fuel Gas Company 
which the latter may receive from Tennessee Gas Transmission Company in 
connection with the proceedings in Docket Nos. G—2052 and G-—2252, which 
may constitute a portion of the refunds received by the last named company 
from United Gas Pipe Line Company, Seaboard shall make appropriate refunds 
to its customers and shall report such refunds in the manner set forth in para- 
graph (D) above. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted by or against Seaboard. 

(H) The proceedings in this docket hereby are terminated, subject to the terms 
and conditions contained in this order. 
Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
Consolidated Gas Utilities Corp. 
Docket No. G—2357 
June 24, 1954 


Consolidated Gas Utilities Corporation (Applicant), a Delaware corporation 
having its principal place of business at Oklahoma City, Oklahoma, filed an ap- 
plication on January 20, 1954, as supplemented February 3, 1954, for a certificate 
of public convenience and necessity pursuant to Section 7 (c) of the Natural 
Gas Act, authorizing the continued operation of five existing lateral pipelines 
with a combined length of 17,665 feet of small diameter pipe, and appurtenant 
equipment for the direct sale of natural gas to five alfalfa dehydration plants. 
Pursuant to due notice a public hearing was held in Washington, D. C., on June 
15, 1954, respecting the matters involved and the issues presented by the appli- 
cations. No protest to the granting of the application has been received. 
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The five lateral pipelines are connected to Applicant’s main Gray County, Texas, 
to Lyons, Kansas, transmission system at various point in the States of Okla- 
homa and Kansas, and are being and will be used to supply gas to the plants 
largely during off-peak periods. Applicant estimates future annual sales to all 
the alfalfa plants at 97,500 Mef. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Oklahoma City, Oklahoma, is engaged in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of natural gas for resale 
for ultimate public consumption, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of January 4, 1944, in Docket No. G—-365, 4 FPC 477. 

(2) The facilities hereinbefore described, and as more fully described in the 
application herein, as supplemented, are being and will be used in the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s pipeline system, and the operation 
thereof by Applicant is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The continued operation of the facilities by Applicant are required by 
the public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 157.20) should attach to 
the certificate hereinafter issned, and to the exercise of the rights granted 
thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to continue operation of the facilities hereinbefore 
described, all as more fully described in the application, as supplemented, and 
the exhibits appended thereto, for the transportation of uatural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
Sible official of Applicant and the general terms and conditions set forth in 
paragraphs (1) and (5) of Section 157.20 of the Commission’s Rules of Practice 
and Procedure shall attach to the issuance of the certiiicate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) Nothing in this order is to be construed as precluding imposition of any 
sanctions pursuant to the provisions of the Natural Gas Act against Applicant, 
its agents and officers, or any of them, for the unauthorized construction of the 
facilities subject to this certificate. 

Commissioner Digby not participating. 
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Findings and order issuing certificate of public convenience and necessity 
Mississippi River Fuel Corp. 
Docket No. G-—2417 
June 24, 1954 


Mississippi River Fuel Corporation (Applicant), a Delaware corporation 
with its principal office at St. Louis, Missouri, filed on April 30, 1954, and sup- 
plemented on May 6 and 28, 1954, an application for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, au- 
thorizing the construction and operation in Jefferson County, Missouri, of a 
tap connection to the original main pipeline (known as Line No. 1) of Appli- 
cant’s interstate natural gas transmission pipeline system, together with meter- 
ing and regulating facilities, for the purpose of delivering, upon an interruptible 
basis, natural gas for use as a raw material in a $15 million chemical plant 
which Applicant proposes to construct and operate near Crystal City, approxi- 
mately 40 miles south of St. Louis, Missouri. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 17, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The proposed tap connection, metering and regulating facilities,» which are 
the subject of this proceeding, are intended to be used and operated as an 
integrated part of Applicant’s interstate natural gas transmission pipeline sys- 
tem, which is located in the States of Texas, Louisiana, Arkansas, Missouri, and 
Illinois, and as such they are to be used and operated for the transportation 
of natural gas in interstate commerce subject to the jurisdiction of the Com- 
mission. Consequently, their construction and operation are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

Applicant proposes, if certificate authorization is granted herein, to construct 
in 1955 the natural gas facilities in question. The chemical plant, which is to 
be completed late in 1955 in time for production to be started by January 1956, 
is to be designed and constructed to produce synthetically fixed nitrogen in 
three forms: ammonia, nitric acid, and ammonium nitrate. Such plant will 
require an estimated daily average amount of 10,000 to 13,000 Mcf of natural 
gas. 

The proposed interruptible service by Applicant to its proposed chemical plant 
will not impair its ability to render firm service to its customers purchasing 
natural gas for resale for ultimate public consumption. At the hearing herein, 
Applicant readily recognized its duty and obligation to supply fully, as requested, 
the “stated demands” * of its utility customers specified in Applicant’s FPC Gas 
Tariff now on file with the Commission and in effect, or as the same may be 
subsequently changed by Commission authorization or order, pursuant to the 
Natural Gas Act. 


1 The cost of such facilities is estimated by Applicant at $16,150, which is to be financed 
from cash funds on hand. 

2The “stated demands” of Applicant’s utility customers are the quantities set forth for 
such customers in the “Schedule of Stated Demands” contained in Applicant's FPC Gas 
Tariff. These daily demands are not subject to curtailment or interruption, except as 
provided in Section 7, Priority of Service ; Section 8, Force Majeure; and Section 9, Service 
Interruptions, of the General Terms and Conditions of Applicant's currently effective FPC 
Gas Tariff, Original Volume No. 1, and except as provided in any emergency rules and 
regulations in effect from time to time. 











ORDERS 1145 


The stated demands of Applicant’s utility customers under its currently effec- 
tive FPO Gas Tariff, Original Volume No. 1, total 415,000 Mcf per day.’ These 
demands are served by Applicant on a firm basis and have priority over all other 
services rendered by it. Such FPC Gas Tariff provides that such demands may 
be increased by mutual agreements between Applicant and all of its utility 
customers within the limits of Applicant’s natural gas supply and the sustained 
deliverable capacity of its facilities. 

Although no petitions to intervene or protests to the instant application have 
been received, the Public Service Commission of the State of Missouri has advised 
that it had no objection to approval of the application, but suggested that, if 
the application be approved, this Commission should specifically set forth in 
its order that the service is interruptible and that it must not impair Applicant’s 
ability to render firm service to its utility customers. Applicant has expressed 
its willingness to accept a certificate conditioned that service by means of the 
facilities here involved shall be on an interruptible basis, and, further, shall be 
subordinate to Applicant’s service of natural gas on a firm basis to its utility 
customers. 

Upon consideration of the foregoing and the entire record in this proceeding, 
including the findings and orders heretofore entered by the Commission in 
prior proceedings involving Applicant, of which official notice is hereby taken, 
the Commission further finds: 

(1) Mississippi River Fuel Corporation (Applicant), a Delaware corporation 
having its principal place of business at St. Louis, Missouri, owns and operates 
a natural-gas transmission pipeline system located in the States of Texas, 
Louisiana, Arkansas, Missouri, and Illinois. By such operations Applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
March 1, 1944, in Docket No. G-291, 4 F. P. C. 535. 

(2) The facilities which Applicant proposes to construct, as described in its 
application herein, are intended to be used and operated for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof are subject to the require 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the 
services herein proposed as authorized and conditioned, and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of this Commission thereunder. 

(4) The proposed construction and operation by Applicant of the facilities 
described in the application in this proceeding, as supplemented, are required 
by public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered, upon the terms and conditions hereinafter contained in 
the order, which terms and conditions are reasonable and required by public 
convenience and necessity. 


*There is noted here that the Commission’s order issued September 2, 1952, In the 
Matters of Mississippi River Fuel Corporation, et al., Docket Nos. G—1281, et al., 11 F. P. C. 
1219, which granted certificate authorization for facilities to provide Applicant a de- 
signed system sales capacity of 450,000 Mcf per day, requires Applicant, among other 
things, to make available up to 1,550 Mcf per day to St. Charles Gas Corp., and 915 Mcf 
per day to the Village of Dupo, Illinois, whereas the daily stated demands currently 
provided in Applicant’s FPC Gas Tariff include only 500 Mcf for Gas Corp., and 337 Mcf 
for Dupo. 


468918—61——_75 
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(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the supplemented appli- 
cation and the record in this proceeding, for the transportation and delivery, 
upon an interruptible basis, of natural gas in volumes not exceeding a daily 
average of 13,000 Mcf, as set forth in the application and record in this 
proceeding, subject to the jurisdiction of the Commission, upon the terms and 
subject to the conditions of this order. 

(B) The certificate shall be accepted, in writing and under oath, by a respon- 
sible official of Applicant, within 30 days next following the date of issuance 
of this order; and the general terms and conditions set forth in paragraphs 
(1), (2), (8) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s General Rules and Regulations (18 CFR 157.20) shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and actual operation thereof shall have commenced, as provided by. 
paragraph (2) of Section 157.20 of said General Rules and Regulations, is 
hereby fixed at 20 months from the date on which this order issues. 

(D) As further conditions attached to the exercise of the rights granted under 
the certificate herein, the facilities herein authorized shall be used only for 
the transportation and delivery of natural gas upon an interruptible basis to 
Applicant’s chemical (ammonia-nitrogen) plant hereinbefore described, and 
the service and delivery of natural gas by Applicant through the facilities herein 
authorized shall, at all times, be subordinate to the service and delivery by 
Applicant upon a firm basis of the full stated demands of Applicant’s utility 
customers (when and as requested) in accordance with Applicant’s FPC Gas 
Tariff, Original Volume No. 1, on file with the Commission and now in effect, 
or as the same may be changed or superseded pursuant to Commission author- 
ization or order in accordance with the provisions of the Natural Gas Act. 

(E) Nothing contained herein shall be construed as relieving Applicant from 
performing any acts or services authorized or required by any orders of the 
Commission heretofore issued by the Commission in proceedings involving 
Applicant; and, further, this order is without prejudice to any findings or 
orders which have been or many hereafter be made by the Commission in 
any proceedings now pending or hereinafter instituted. 

Commissioner Digby not participating. 


Findings and order issying a certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G—2408 
June 25, 1954 


On April 19, 1954, The Ohio Fuel Gas Company (Applicant), an Ohio cor- 
poration with its principal place of business in Columbus, Ohio, filed an 
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application with the Federal Power Commission for a certificate of public 
convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of approximately 24.5 miles of 
20-inch natural-gas transmission pipeline in Richland and Crawford Counties, 
Ohio, extending from Applicant’s existing Weaver Storage Compressor Station 
in Richland County to a junction in Crawford County, Ohio, of its existing 
Lines “D” and “D-345”. 

Pursuant to due notice. a public hearing was held in Washington, D. C., on 
June 15, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The record shows that the proposed facilities will add greater transmission 
capacity between Applicant’s Weaver and Holmes Storage Areas and its 
existing main transmission Line “D-345”, which serves generally the north- 
western Ohio market area of Bucyrus, Upper Sandusky, Tiffin, Fostoria, North 
Baltimore, Findlay, Bowling Green, and the Toledo area. Applicant proposes 
to utilize the proposed transmission line to transport up to 66,700 Mcf per 
day of natural gas from its Weaver Storage Pool during the 1954-1955 winter 
season. The new line could handle gas from both the Weaver and Holmes 
storage areas. The estimated maximum capacity of the proposed facilities is 
108,000 Mcf per day. 

The estimated total overall capital cost of the proposed facilities is $1,072,000, 
which is proposed to be financed with funds to be provided by Applicant’s 
parent, The Columbia Gas System, Inc., which will purchase debt and equity 
securities of Applicant in connection therewith. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas 
transmission pipeline system located in the State of Ohio, is engaged in the 
transportation of natural gas in interstate commerce, and the sale in inter- 
State commerce of natural gas for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of August 21, 1945, in Docket No. G-371, 4 FPC 
1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of subsection (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
Satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore de- 
scribed are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
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the Rules of Practice and Procedure should attach to the issuance of the 
certificate referred to in paragraph (5), above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be placed 


in actual operation should be fixed at 8 months from the date on which this order 
issues. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation and sale of natural gas as therein set forth, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (8) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations, including Rules of Practice 
and Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s rules is hereby fixed at 
8 months from the date on which this order issues. 

Commissioner Digby not participating. 


Order approving exhibits and extending time for filing project exhibits 
Virginia Electric and Power Co. 
Project No. 2009 


June 25, 1954* 


In compliance with Article 2 of its license, application was filed July 3, 1953, 
by Virginia Electric and Power Company, licensee for Project No. 2009, located 
on the Roanoke River in Halifax and Northampton Counties, North Carolina, for 
amendment of the license for the project as hereinafter specified. 

The applicant seeks authorization to make the following changes in the pro- 
posed project works now included in the license; install 4 turbines each rated 
at 35,000 horsepower instead of 3 turbines rated at 37,000 horsepower each and 
1 turbine rated at 14,000 horsepower—all the turbines except the one last 
mentioned, which was to have discharged into the supply canal of the existing 
Roanoke Rapids Plant, are designed to discharge into the project tailrace ; install 
4 generators each rated at 25,000 kilowatts instead of 3 generators each rated at 
27,000 kilowatts and 1 generator rated at 10,000 kilowatts; install Taintor type 
spillway gates and provide a drop gate to discharge low flows when the turbines 
are not operating, instead of fixed roller type gates; and install individual re- 
mote control motor operated hoists on some of the gates and a traveling hoist 
for operating the remaining crest gates instead of a gantry crane on the dam for 
lifting the crest gates. The applicant also requests extension of the date for 
filing Exhibit K, maps of the project area, to April 10, 1956. 


*Order supplemented by order issued April 8, 1955. 
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The said project works are more specifically shown and described by certain 
exhibits which formed part of the application for amendment of license and 
which are described as follows: 

Evhibit L: Sheets 1 and 2: (FPC Nos. 2009-6 and -7) general drawings of 
principal project structures, superseding Exhibit L, Sheets 1 and 2 (FPC Nos. 
2009-4 and -5) now part of the license. 

Evhibit M: Signed July 2, 1953: general description of mechanical and electrical 
equipment, superseding Exhibit M now part of the license. 

The Assistant Chief of Civil Works for Power, Department of the Army, acting 
for the Chief of Engineers, and Assistant Secretary of the Interior, acting for 
the Secretary of the Interior, and the Wildlife Resources Commission of the State 
of North Carolina have reported favorably on the application. 

The principal effect of approving the exhibits showing and describing the 
proposed changes will be to alter the authorized installed capacity of the 
project. 

The Commission finds: 

(1) Amendment of the license, as hereinfater provided, will not alter any of 
the basic facts upon which the license was issued. 

(2) The proposed changes will improve the project by making the most ef- 
fective use of the water power of the Roanoke River. 

(3) Public notice has been given as required by the Federal Power Act. 

(4) The installed capacity of the project for annual charge purposes is 
133,300 horsepower and the annual charges to be paid under the license, as 
amended, are reasonable. 

(5) The exhibits described and designated in the third paragraph of this 
order is superseding certain exhibits now part of the license for the project 
conform with the Commission’s rules and regulations. 

(6) The requested extension of time for filing Exhibit K to April 10, 1956, 
three years after the license was finally determined to be effective, is not in- 
compatible with the public interest. 

The Commission orders: 

(A) The exhibits described and designated in the third paragraph of this 
order are approved as part of the license for the project and superseded Ex- 
hibit L, Sheets 1 and 2 (FPC Nos 2009-4 and -5) and Exhibit M (revised) 
are hereby excluded from the license. 

(B) The time for completing and filing Exhibit K drawings for Project No. 
2009 is hereby extended to April 10, 1956. 

(C) Finding (65) of the license is hereby revised effective June 1, 1954 to 
read as follows: 

(65) For the purpose of determining annual charges, the installed horsepower 
capacity of the project is 133,300 horsepower. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgment of the acceptance of this amendment 
of license, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioner Digby not participating. 


1 Commission by order of May 11, 1956 further extended the time for filing to December 
1, 1956. 
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Order authorizing acquisition and merger or consolidation of facilities 
Northern States Power Co. 
Docket No. E-6563 
June 30, 1954 


Northern States Power Company (Northern States), a corporation organized 
in Wisconsin, having its principal business office at Eau Claire, Wisconsin, 
filed its application on June 1, 1954, for an order pursuant to Section 203 of 
the Federal Power Act, authorizing the acquisition and merger or consolidation 
of electric facilities of Tilden Electric Light and Power Company (Tilden 
Electric). 

Northern States is engaged chiefly in the generation, purchase, transmission, 
distribution and sale at wholesale of electric energy in west central Wisconsin 
and in Minnesota. Tilden Electric is engaged in the generation, purchase, and 
distribution of electric energy in Chippewa County, Wisconsin, contiguous to 
the areas served by Northern States. 

Northern States proposes to purchase for the sum of $80,000 all of the electric 
distribution facilities of Tilden Electric, consisting of 56 miles of 2.4-kv rural 
distribution lines, customers’ services, regulatory equipment, transformers, and 
a small amount of office equipment. A small hydro plant owned by Tilden Elec- 
tric is not included in the sale. 

The original cost of the facilities of Tilden Electric has not been determined. 
The properties are recorded on Tilden Electric’s books at the net amount of 
$13,687.69 (utility plant of $37,001.02 less reserve for depreciation of $23,313.33). 
The application states that the resulting acquisition adjustment in the amount 
of $66,312.31 will be recorded in “Utility Plant Acquisition Adjustments” and 
disposition thereof will be dependent on determination of original cost and esti- 
mated required depreciation reserve application to the property. 

The application states that the facilities to be acquired from Tilden Electric 
will be integrated with those of Northern States and that the customers of 
Tilden will obtain the advantage of being connected to a large interconnected 
system with sufficient capacity for increased loads, better continuity of service, 
and the advantage of a central service organization. Upon acquisition of the 
facilities Northern States proposes to apply to Tilden Electric’s customers its 
standard retail rates for comparable service, which will be approximately 10% 
higher than Tilden Electric’s present rates. However, Applicant states that 
the operations of Tilden Electric show a loss for the past few years and that 
it has been informed by the present owners of Tilden Electric that it was their 
intention to apply for an upward revision of rates to approximately the present 
level of Northern States’ rates. 

Written notice of the application has been given to the Public Service Com- 
mission of Wisconsin and the Railroad and Warehouse Commission of Minne- 
sota and the Governors of each of those States. Notice was also published in 
the Federal Register on June 10, 1954 (19 F. R. 3429), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before June 24, 1954. No protest or peti- 
tion or request to be heard in opposition to the granting of such application has 
been received. 

By order dated May 18, 1954, the Public Service Commission of Wisconsin 
approved the proposed acquisition and merger or consolidation. 
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The Commission finds: 

(1) Northern States, a corporation, is a public utility within the meaning of 
Section 203 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and. set out in the Commission’s order dated 
February 17, 1948, In the Matters of Northern States Power Company and Wis- 
consin Public Service Corporation, Docket No. IT-6058, 7 F. P. C. 366. 

(2) By the proposed transaction Northern States will merge or consolidate 
its facilities subject to the jurisdiction of the Commission with those of Tilden 
Electric, another person within the meaning and subject to the requirements of 
Section 203 of the Act. 

(3) The proposed merger or consolidation of facilities by Northern States will 
provide better service to the consumers, greater opportunity for expansion 
through the facilities and means of a large utility, and will be consistent with 
the public interest. 

The Commission orders: 

(A) The proposed acquisition and merger or consolidation of the facilities of 
Tilden Electric, described above, be and the same hereby are authorized and 
approved upon the terms and conditions set forth in the application subject to 
the provisions of this order. 

(B) This authorization is subject to the condition that the Applicant within 
six months shall complete an original cost study of the facilities to be acquired 
from Tilden Electric and submit a plan for the disposition of the excess of pur- 
- chase price over original cost of the property acquired satisfactory to the 
Commission. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimated or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as acquiescence by this Commission in any estimate 
or determination of cost or any valuation or property claimed or asserted. 


Order accepting proposed tariff sheets and approving proposed settlement 
Amere Gas Utilities Co. 
Docket No. G-2110 
July 1, 1954 


This is a rate proceeding arising from proposed increases in rates and charges 
to Bluefield Gas Company submitted for filing on December 16, 1952, and Novem- 
ber 16, 1953, by Amere Gas Utilities Company (Amere). The record herein has 
been certified to us for consideration of a proposed settlement as stated on the 
record by Commission Staff Counsel in open hearing, and as agreed to by all 
parties to the proceeding. Upon consideration of the record; we approve the 
terms of the proposed settlement permitting the agreed-upon rates to become 
effective subject to the terms and conditions hereinafter set forth. 

The proposed increased rates and charges submitted for filing on December 16, 
1952, were contained in Amere’s FPC Gas Tariff, First Revised Volume No. 1. 
Based upon estimated sales during the 12 months ending October 31, 1953, such 
increased rates would have resulted in increased revenues of $32,662 annually, 
over and above the rates contained in Amere’s FPC Gas Tariff, Original Volume 
No. 1. 
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Pending a hearing and the Commission’s decision upon the question of the law- 
fulness of the rates proposed by the December 16, 1952, filing in Docket No. 
G-2110, the Commission, by order issued January 15, 1953, suspended the pro- 
posed First Revised Volume No. 1 until June 16, 1953, and until such further 
time thereafter as such proposed tariff changes might be made effective in the 
manner prescribed by the Natural Gas Act. By order issued July 16, 1953, these 
suspended tariff changes were permitted to become effective as of June 18, 1953, 
subject to a bond assuring refund, with interest, of such portion of the increased 
rates and charges as the Commission might find not justified. 

Pursuant to Commission order, hearing was commenced on August 10, 1953, 
with regard to the proposed increased rates and charges. After presentation by 
Amere of its direct case, the hearing was recessed pending further order of the 
Commission. 

Subsequently on November 16, 1953, Amere tendered its Second Revised Sheet 
No. 4 which was accepted for filing, in substitution of First Revised Sheet No. 
4, by the Commission’s order issued December 14, 1953. Second Revised Sheet 
No. 4 increased the transportation component to Bluefield Gas Company from 
3¢ to 5¢ per Mcf effective December 17, 1953. Thus the proceedings in Docket 
No. G-2110 were concerned with the increased rates and charges which became 
effective, subject to refund, on June 18, 1953, and December 17, 1953. 

On November 16, 1953, Amere also filed its Third Revised Sheet No. 4 and 
Second Revised Sheet No. 6 to its FPC Gas Tariff, First Revised Volume No. 1, 
containing further proposed increased rates and charges to Bluefield Gas 
Company. Pending hearing and the Commission’s decision upon the lawfulness 
of the rates proposed by the. filing, the Commission by order issued December 
14, 1953, in Docket No. G—2329, suspended the proposed Third Revised Sheet 
No. 4 and Second Revised Sheet No. 6 until March 1, 1954, and until such further 
time thereafter as such proposed tariff changes might be made effective in the 
manner prescribed by the Natural Gas Act. By order issued March 26, 1954, 
these suspended tariff changes were permitted to become effective as of March 
11, 1954, pursuant to an undertaking assuring refund, with interest, of such 
portion of the increased rates and charges as the Commission might find not 
justified. As a result.of the foregoing, the rates and charges covered by the 
Docket No. G-2110 proceedings were limited to the period from June 18, 1953, 
to March 11, 1954. 

Final agreement was reached between the parties as to the rate increases to 
which Amere is entitled in Docket No. G—2110 and the terms and conditions under 
which the settlement was acceptable to the parties. Rates reflecting this final 
agreement are contained in Substitute Second Revised Sheet No. 4 and Substitute 
First Revised Sheet No. 6 to Amere’s FPC Gas Tariff, First Revised Volume 
No., 1. submitted by Amere on May 12, and May 20, 1954, which were admitted 
in evidence as Exhibit No. 14 at the hearing held June 18, 1954. 

Following a field examination of Amere’s books, records, and operations, the 
Commission’s staff developed a cost of service for the year ending December 
81, 1953, totalling $317,366.34 exclusive of purchased gas costs. Purchased gas 
costs were determined on the basis of Amere’s total gas purchases including 
costs derived from rates approved in Docket No. G-—2054, In the Matter of 
Atlantic Seaboard Company. Overall production and transmission costs were 
determined on a 644% rate of return and classified to demand and commodity 
components in accordance with Opinion No. 225, In the Matter of Atlantic 
Seaboard Corporation, Docket No. G-1175, et al., issued April 25, 1952, 11 
F. P. ©. 43. 
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The staff’s cost of service was entered in the record as Exhibit No. 16 and 
showed an over-all average cost of 38.48¢ per Mcf comprised of the following: 


PURINE CG COED ivitiiictinctmnincnicnsdennmandnbinean 29.29¢ per Mcf 
Tranemission system demand costs........................------- 3.41¢ per Mcf 
Transmission system commodity costs._.........--.-.-..--.-.. 5.78¢ per Mcf 

CRE UO COON si nn cartesixiekcecunias-acentsneactieininietufensdnimimanetooencinne 38.48¢ per Mcf 


As shown in Exhibit No. 15 of the record, revenues for the 12-month period 
ending March 31, 1954, would have been $90,759 for an average of 36.8¢ per Mcf 
as compared with revenues under Amere’s proposed rates in Docket No. G-2110 
of $109,925 averaging 44.6¢ per Mcf. Thus, the settlement rate would result in 
a reduction of $19,166 per year from the rate proposed by Amere in Docket 
No. G-2110. 

The cost of service computations, the classifications of costs and the proposed 
settlement rates were presented to all parties to the proceedings and thereafter 
spread on the record. 

It was agreed that Amere would make appropriate refunds of money collected 
in excess of the agreed-upon rates plus interest at the rate of 6% per annum 
from the date of payment by Bluefield Gas Company of such excess to the date 
of refund. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the National Gas 
Act and should be approved and made effective as hereinafter ordered. 

(2) The rates and charges as contained in Amere’s FPC Gas Tariff, First 
Revised Volume No. 1, filed December 16, 1952, and November 16, 1953, are 
not just, reasonable or lawful under the terms and provisions of the Natural 
Gas Act, and should be disallowed. 

(3) The agreed-upon rates and charges set forth in Substitute Second Revised 
Sheet No. 4 and Substitute First Revised Sheet No. 6 to Amere’s FPC Gas 
Tariff, First Revised Volume No. 1, are just and reasonable and provide a 
proper basis for computation of refunds for the period June 18, 1953, to March 11, 
1954, to be made by Amere. 

The Commission orders: 

(A) The increased rates and charges contained in Amere’s FPC Gas Tariff, 
First Revised Volume No. 1, as filed on December 16, 1952, and November 16, 
1953, be and the same hereby are disallowed. 

(B) Amere’s Substitute Second Revised Sheet No. 4 and Substitute First Re- 
vised Sheet No. 6 to its FPC Gas Tariff, First Revised Volume No. 1, as tendered 
on May 12, and May 20, 1954, for settlement of the proceeding, be and the same 
hereby are allowed to take effect for the period June 18, 1953, to March 11, 1954. 

(C) Within 30 days from the date of issuance of this order Amere shall refund 
to Bluefield Gas Company the difference between the amounts charged by it under 
the rates contained in the proposed First Revised Volume No. 1 which are dis- 
allowed in paragraph (A) hereof, and the amounts as computed under the 
rates contained in Substitute Second Revised Sheet No. 4 and Substitute 
First ‘Revised Sheet No. 6 made effective in paragraph (B) hereof, 
together with interest at the rate of 6% per annum from the date of receipt of 
payment to the date of refund. Amere shall bear all costs incidental to the 
making of such refunds. 
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(D) Within 45 days from the date of issuance of this order, Amere shall ‘re- 
port to the Commission in writing and under oath the details of its calculations 
resulting in the refunds ordered pursuant to paragraph (C) hereof, together 
with a copy of release from Bluefield Gas Company with respect to such refunds. 

(E) If Amere shall receive any refunds from Atlantic Seaboard Corporation 
which may derive from a portion of the refunds received by Tennessee Gas 
Transmission Company from United Gas Pipe Line Company, Amere shall make 
appropriate refunds to Bluefield Gas Company and shall report such refunds 
in the manner set forth in paragraph (D) hereof. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceedings now pending 
or hereafter instituted by or against Amere. 

(G) The proceedings in this docket hereby are terminated, subject to the 
terms and conditions contained in this order. 


Order approving proposed settlement and requiring filing of tariff revisions 
Central Kentucky Natural Gas Co. 
Docket No. G—2276 


July 1, 1954 


This rate proceeding arises from revisions filed by Central Kentucky Natural 
Gas Company (Central Kentucky) in its FPC Gas Tariff on September 14, 
1953, and February 26, 1954, which have the effect of increasing the rates charged 


Central Kentucky’s wholesale customers. A proposed settlement of the rates and 
issues, as stated by Commission Staff Counsel and agreed to by all parties 
represented, has been submitted to us for our consideration and approval. 

Upon consideration of the record, we find that the terms of the proposed settle- 
ment are reasonable and that the agreed-upon rates should be permitted to become 
effective subject to the terms and conditions hereinafter set forth. 

The rate increase proposed by Central Kentucky, as embodied in its Second 
Revised Sheets Nos. 7 and 8 to its FPC Gas Tariff, Third Revised Volume No. 1, 
was filed February 26, 1954, in substitution for the tariff revisions first filed 
in this proceeding—First Revised Sheets Nos. 7 and 8, filed September 
14, 1953. The revised tariff, as substituted, would have increased wholesale 
sales revenues by approximately $441,700 based on sales for the year 1953 over 
the rates proposed by Central Kentucky in Docket No. G—2056, and by about 
$1,182,000 over the rates we approved in settlement of that proceeding. The re- 
vised tariff filed September 14, 1953, was suspended by order issued October 13, 
1953, as modified October 26, 1953, and by order issued March 26, 1954, we per- 
mitted substitution of proposed tariff sheets and made the substituted tariff 
effective March 1, 1954, upon furnishing of an undertaking to refund increased 
charges not justified. 

Central Kentucky has filed an additional revision to its tariff for another rate 
increase which was suspended by order issued June 4, 1954, in Docket No. 
G~2450, and which may be put in effect as of November 1, 1954, under bond. 
Therefore this proceeding is primarily concerned with the level and form of rates 
for a relatively short period of time—March 1, 1954, to November 1, 1954. 

Procedurally, Central Kentucky presented its case-in-chief in this matter on 
April 19, 1954, and an indefinite recess was granted because of the pendency of 
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the rate proceeding in Docket No. G-2274 involving Central. Kentucky’s affiliate 
and principal gas supplier, United Fuel Gas Company. The proceeding was 
reconvened on June 16, 1954, and was immediately recessed to permit conferences 
between the parties looking toward settlement.. Later the same day, the pro- 
posed settlement now presented to us was agreed to by all parties and stated on 
the record by Commission Staff Counsel. All matters involved in the settlement 
have been certified to us for our consideration. 

The Staff submitted exhibits based on a field examination of the books, records 
and operations of Central Kentucky which show a net investment rate base of 
$15,626,196 for the 12-month period ending February 28, 1954. Based on a 64% 
rate of return, and computing Federal income taxes on the basis of participation 
in the savings realized by the filing of the Columbia System’s consolidated tax 
return, the Staff developed an over-all cost of service of $18,762,923, not including 
$20,000 for amortization of Regulatory Commission Expense applicable solely 
to jurisdictional business. This total cost of service was allocated, using 
principles and procedures heretofore found proper by the Commission, resulting 
in a cost of service, including Regulatory Commission Expense, allocated to 
wholesale sales of $16,265,911. 

The agreed-upon rate, presented for our consideration, is a demand-commodity 
rate of $1.27 per Mcf of billing demand, determined on the basis of the maximum 
single day’s actual delivery during the 12-month period ending with the current 
billing month, and a commodity charge of 25.8¢ per Mcf. No change is proposed 
in the optional straight commodity charge of 36.75¢ per Mcf which was made 
available to certain customers of Central Kentucky in the settlement of the rate 
proceeding in Docket No. G-2056. The demand-commodity rate arrived at in 
Docket No. G—2056 was $1.25 per Mcf of billing demand and a commodity charge 
of 25.7¢ per Mcf. 

The agreed-upon rate, as set forth above, will produce revenues of $16,205,191, 
based on sales for the 12-month period ending February 28, 1954, or approximately 
$111,000 above the rates arrived at in Docket No. G-2056. Central Kentucky is 
to file revised tariff sheets to reflect the rates set forth above effective as of 
March 1, 1954, and is to make appropriate refunds of money collected in excess 
of the agreed-upon rate, plus interest at the rate of 6% per annum from the date 
of payment by the customer of such excess to the date of refund. However, 
should application of the rates made effective pursuant to this order result in a 
deficiency in revenue from any customer during any past billing period, Central 
Kentucky will not bill or seek to collect from such customer for such deficiency. 

It was further agreed that if Central Kentucky should receive any refunds 
from its supplier, United Fuel Gas Company, which the latter may receive in 
connection with the proceedings in Docket Nos. G—2052 and G—2252, which involve 
the rates of Tennessee Gas Transmission Company, a major supplier of natural 
gas to United Fuel Gas Company, Central Kentucky would make appropriate 
refunds to its customers. 

The parties also agreed that if the corporate Federal income tax rate should be 
fixed at less than 52% during the period the rates agreed upon in this proceeding 
are effective, Central Kentucky will file revised tariff sheets to reflect such de- 
crease and will make appropriate refunds on an equitable basis to give effect to 
the lesser Federal income tax payable, including the 10% tax saving assumed 
in this proceeding to result from the filing of a consolidated return. 

The Commission finds: 

The proposed settlement, stated on the record and certified to us for our 
consideration, is reasonable and in the public interest in carrying out the pro- 
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visions of the Natural Gas Act and should be approved and made effective as 
hereinafter ordered. 

The Commission orders: 

(A) The increased rates and charges for the sale of natural gas for resale by 
Central Kentucky, contained in its Second Revised Sheets Nos. 7 and 8 to its 
FPC Gas Tariff, Third Revised Volume No. 1, be and hereby are disallowed. 

(B) Within 20 days from the date of issuance of this order, Central Kentucky 
shall file revised tariff sheets acceptable to the Commission containing the rate 
of $1.27 per Mcf of billing demand and 25.8¢ per Mcf commodity charge to be 
applicable for sales, subject to the Commission’s jurisdiction, on and after 
March 1, 1954. In all other respects the gas tariff agreed to and approved in 
Docket No. G—2056 shall be in effect and unchanged. 

(C) Within 30 days from the date of issuance of this order, Central Kentucky 
shall refund to its respective utility customers the difference between the amounts 
charged by it under the rates contained in the proposed revised tariff sheets 
listed in paragraph (A) above, which are hereby disallowed, and the amounts as 
computed under the rates hereby made effective, together with interest at the 
rate of 6% per annum from the respective dates of receipt of such excess amounts 
to the date of refund. Central Kentucky shall bear all costs incident to the 
making of such refunds. Provided, however, should application of the rates 
made effective pursuant to this order result in a deficiency in revenues from any 
customer during any past billing period, Central Kentucky will not bill or seek 
to collect from such customer for such deficiency. 

(D) Within 10 days from the date of issuance of this order, Central Ken- 
tucky shall file with the Commission, in writing and under oath, an original 
and four conformed copies of its acceptance of this order, and, within 60 days 
from the date of issuance of this order, shall submit to the Commission, in writing 
and under oath, the details of its calculations resulting in the refunds ordered 
pursuant to paragraph (C) above, together with copies of releases from its 
customers with respect to such refunds, and shall serve a copy of such report 
upon each customer receiving such refunds. 

(E) In the event that the actual corporate Federal income tax rate applicable 
to the period from and after March 1, 1954, until the rates and charges herein 
set forth are superseded, is fixed at less than the rate of 52%, Central Kentucky 
shall file revised rate schedules to reflect such decrease and shall make appro- 
priate refunds upon an equitable basis from revenues collected under the rates 
hereby made effective and shall report such refunds to the Commission in the 
manner set forth in paragraph (D) above. 

(F) If Central Kentucky shall receive any refunds from United Fuel Gas 
Company which the latter may receive from Tennessee Gas Transmission Com- 
pany in connection with the proceedings in Docket Nos. G—2052 and G-—2252, 
which may constitute a portion of the refunds received by the last named com- 
pany from United Gas Pipe Line Company, Central Kentucky shall make appro- 
priate refunds to its customers and shall report such refunds in the manner set 
forth in paragraph (D) above. 

(G) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now 
pending or arising in the future which in any way involves Central Kentucky. 

(H) The proceedings in this docket are hereby terminated, subject to the 
terms and conditions contained in this order. 
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Order authorizing transmission of electric energy to Mewico and superseding 
temporary authorization 


Arizona Public Service Co. 
Docket No, IT-5029 
July 2, 1954 


Arizona Public Service Company (Applicant), incorporated under the laws 
of the State of Arizona, with its principal place of business in Phoenix, Arizona, 
in an application filed May 3, 1954, requested authorization, pursuant to the 
provisions of Section 202 (e) of the Federal Power Act, to export from the United 
States up to 1,000,000 kwh of electric energy per year to Mexico; such authori- 
zation to supersede the temporary authorization previously granted to Applicant 
on December 11, 1952, in the above docket.’ 

Applicant proposes to transmit such energy from a point near Naco, Arizona, 
to a point on the international border between the United States and Mexico, over 
facilities covered by a Presidential Permit released to Applicant’s predecessor 
by order of the Commission entered July 28, 1942, and transferred to the Appli- 
cant by Amendatory Presidential Permit (in the above docket), signed by the 
President of the United States on August 28, 1952, and accepted by the Appli- 
cant on October 1, 1952, which facilities are presently used by Applicant to 
carry out the exportation permitted under the aforementioned temporary authori- 
zation. 

The application shows that the Junta Federal de Mejoras Materiales, a de- 
partment of the Government of Mexico, will purchase all of the energy proposed 
to be exported for distribution in Naco, Sonora, Mexico. 

The Applicant states that billing for the energy which Applicant presently 
seeks to export will be in accordance with a schedule of rates and charges 
submitted as an exhibit to its application. 

Applicant further states that the failure of the generation facilities which were 
previously used to supply Naco, Sonora, Mexico, which occasioned its prior 
request for temporary authorization is a condition which it is expected will 
prevail for several years. 

Notice of the filing of the application was published in the Federal Register 
on May 15, 1954 (19 FR 2834), and given to interested State officials. No protest 
or request to be heard thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as limited 
herein and as hereinafter authorized will not impair the sufficiency of electric 
supply within the United States and will not impede or tend to impede the 
coordination in the public interest of facilities subject to the jurisdiction of the 
Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, in accordance with the terms and conditions as set 
forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Mexico shall be in the amount of up to 1,000,000 kwh 


1 By telegram dated December 11, 1952, the Commission authorized Applicant to trans- 
mit, at a rate not exceeding 100 kw, electric. energy for emergency use in the City of 
Naco, Sonora, Mexico, pursuant to Applicant’s request of December 9, 1952. 
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per year at a rate of transmission not to exceed 300 kw over facilities covered by 
a Presidential Permit released to a predecessor of the Applicant by order of the 
Commission entered July 28, 1942, and transferred to the Applicant by Amenda- 
tory Presidential Permit signed by the President of the United States on August 
28, 1952, and accepted by the Applicant on October 1, 1952. 

(C) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit, as amended, all as referred to in paragraph (B) above. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish in triplicate reports annually, on or before February 15, showing the 
kilowatt-hours delivered, the maximum kw of transmission and the considera- 
tion therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States to 
Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization shall be without prejudice to any authority of this 
Commission, or any other regulatory body, with respect to rates, service, ac- 
counts, valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission, or any 
other regulatory body, and nothing herein shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or valuation of 
property claimed or asserted. 

(I) This order shall supersede the temporary authorization, referred to above, 
granted in the above docket December 11, 1952. 





Order further amending license (major) 
California Electric Power Co. 
Project No. 1394 


July 2, 1954 


Application was filed on November 30, 1953, and amended February 8, 1954, 
by California Electric Power Company, licensee for major Project No. 1394, 
located on Bishop Creek, the North, South, and Middle Forks thereof, and 
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Green, McGee, and Birch ‘Creeks, Inyo County, California, and affecting lands 
of the United States, some of which are within the Inyo National Forest, for 
amendment of plans as hereinafter specified which will affect public lands of 
the United States. 

Prints of Exhibits K-8 (FPC No. 1394-10), K-9 (FPC No. 1394-11), and L-9 
(FPC No. 1394-21) showing certain necessary minor changes in the record trac- 
ings of the exhibits now part of the license for the project to show the project 
as constructed and the project area and project boundary accompanied the appli- 
cation with the request that the original tracings be changed accordingly. 
Exhibits K-8 (FPC No. 1394-10), K-9 (FPC No. 1394-11), and L-9 (FPC No. 
1394-21) have been revised in accordance with the licensee’s request. 

It appears that the licensee in 1953 dismantled and removed the 55-kv trans- 
mission line between Bishop Creek Power Plant No. 4 and Bishop Creek Switch- 
ing and Control Station in the SE4%SE% of sec. 17, T. 7 S., R. 32 E., Mount 
Diablo meridian, California, and in lieu thereof constructed a short 60-kv tap 
line connecting Power Plant No. 4 to the transmission line from Power Plant 
No. 2 to Bishop Creek Switching and Control Station. 

The principal effects of the amendment of license will be a decrease of 0.4 
mile in length of equivalent 100-foot transmission-line right-of-way of lands 
of the United States, and a decrease of $3.20 in the annual charge to be paid 
by the licensee for the use, occupancy, and enjoyment of the lands of the 
United States. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The annual charges specified in Article 24 of the license, as amended 
January 11, 1950, effective as of January 1, 1949, should be adjusted to reflect 
the decrease in length of transmission-line right-of-way on lands of the United 
States and such annual charge is reasonable as hereinafter fixed. 

(4) The following exhibits conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project: 

Erhibit K-8: (Revised) (FPC No. 1394-10) Detail map of Bishop Creek Plant 
No. 4, showing location of Bishop Creek, conduit lines, transmission lines, project 
boundary and Bishop Creek Plant No. 4. 

Exhibit K-9: (Revised) (FPC No. 1394-11) Detail map of Bishop Creek Plant 
No. 5, showing location of Bishop Creek, conduit lines, transmission lines, project 
boundary, Bishop Creek Plant No. 5 and control station. 

Exhibit L-9: (FPC No. 1394-21) Detail plat of No. 4 Powerhouse grounds. 

Note: The above-described exhibits were revised pursuant to application filed 
November 30, 1953, as amended February 9, 1954, for amendment of plans. 


and superseded Exhibits K-8 (FPC No. 1394-10), K-9 (FPC No. 1394-11), and 
L-9 (FPC No. 1394-21) now part of the license for the project should be 
eliminated from the license. 

The Commission orders: 

(A) Revised Exhibits K-8 (FPC No. 1394-10), K-9 (FPC No. 1394-11), and 
L-9 (FPC No. 1394-21) are approved as part of the license for the project. 

(B) Exhibits K-8 (FPO No. 1394-10), K-9 (FPC No. 1394-11), and L-9 
(PPC No. 1394-21) now part of the license for the project are eliminated from 
the license for the project. 

(C) The license for Project No. 1394, which was issued September 3, 1940, to 
The Nevada-California Electric Corporation (now known as California Electric 
Power Company) and subsequently amended, is hereby further amended effec- 
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tive as of January 1, 1954, to provide for the changes described in the third para- 
graph of this order; a decrease in the length of equivalent 100-foot transmission- 
line right-of-way on lands of the United States and consequently a decrease in 
the annual charges; the incorporation in the license of certain exhibits showing 
the project as constructed; and the elimination from the license of superseded 
exhibits; said amendment being: 

PARAGRAPH I. Paragraph :A of Article 2 of the license is amended to read 
as follows: 

A. All lands constituting the project area and inclosed by the project boundary, 
and/or interests in such lands necessary or useful for the purposes of the 
project, whether such lands or interests therein are owned or held by the 
Licensee or by the United States; such project area and project boundary being 
more fully shown and described by certain exhibits which accompanied the ap- 
plication for license or applications for amendment of the license and which, as 
subsequently revised, are designated and described as follows: 

Ecrhibit J-1: Drawing No. 307-10, sheet 1 (FPC No. 1894-1). General map 
entitled “Transmission System of the Southern Sierras Power Company and 
Associated Companies”. 

Exhibit J-2: (Revised) Drawing No. 307-10, sheet 2 (FPC No. 1394-2). “Gen- 
eral map of Bishop Creek Project” ; approved by the Commission January 5, 1950. 

Exhibit J: (FPC No. 1394-2a, formerly FPC No. 595-607-1). “Map showing 
location of Reservoirs No. 1, 2, 3 & 4 on Bishop Creek,” signed March 21, 1925, 
The Southern Sierras Power Company, by W. L. Huber, Consulting Engineer. 

Erhibit K-1: Drawing No. 307-10, sheet 3 (FPC No. 1394-3). “Detail map 
of Bishop Creek No. 1 Reservoir, Bishop Creek Project”. 

Prhibit K-2: Drawing No. 307-10, sheet 4 (FPC No. 1394-4). “Detail map & 
plans of Bishop Creek No. 2 Reservoir, Bishop Creek Project”. 

Erhibdit K-3: Drawing No. 307-10, sheet 5 (FPC No. 1894-5). “Map showing 
project area—plans of dam—general location of Longley Reservoir on McGee 
Creek”. 

Amended Erhibit K: Drawing No. 319-28a (FPC No. 1394—5a, formerly FPC 
No. 595-607-9). “Amended map of Hillside Reservoir, together with plans of 
dam,” signed November 6, 1933, The Southern Sierras Power Co., Hillside Water 
©o., by W. L. Huber, Consulting Engineer. 

Erhibit K: (FPC No. 1394-5b, formerly FPC No. 595-607-2). “Details—Re- 
servoirs Nos. 2 & 3 on Bishop Creek,” signed March 21, 1925, The Southern Sierras 
Power Company, by W. L. Huber, Consulting Engineer. 

Drawing No. 307-7g (FPC No. 1394-5c, formerly FPC No. 595-607-10). 
“Amended detail map of the Green Creek Diversion, Bishop Creek Project,” 
signed March 2, 1936, The Southern Sierras Power Company, by W. L. Huber, 
Consulting Engineer. 

Erhibit K-4: Drawing No. 307-10, sheet 6 (FPC No. 1894-6). “Detail map of 
South Fork Diversion, Bishop Creek Project’. 

BPrhibit K-5: Drawing No. 307-10, sheet 7 (FPC No. 1394-7). “Detail map of 
McGee & Birch Creek Diversion, Bishop Creek Project”. 

Erhibit K-6: Drawing 307-10, sheet 8 (FPC No. 1394-8). “Detail map of 
Bishop Creek Plant No. 2, Bishop Creek Project” ; 

Exhibit K-7: Drawing No. 307-10, sheet 9 (FPC No. 1394-9). “Detail map 
of Bishop Creek Plant No. 3, Bishop Creek Project”; 

Exhibit K-8: (Revised) (FPC No. 1394-10) Detail map of Bishop Creek 
Plant No. 4, showing location of Bishop Creek, conduit lines, transmission lines, 
project boundary and Bishop Creek Plant No. 4, revised pursuant to application 
filed November 30, 1953, as amended February 9, 1954, for amendment of plans; 
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Erhibit K-9: (Revised) (FPC No. 1394-11) Detail map of Bishop Creek 
Plant No. 5, showing location of Bishop Creek, conduit lines, transmission lines, 
project boundary, Bishop Creek Plant No. 5 and control station, revised pur- 
suant to application filed November 30, 1953, as amended February 9, 1954, for 
amendment of plans ; 

Egvhibit K-10: Drawing No. 307-10, sheet 12 (FPC No. 1394-12). “Detail 
map of part of Bishop Creek Mine Transmission Line, Bishop Creek Project.” 


(All the above exhibits, except where noted, signed September 8, 1936, “The 
Southern Sierras Power Co., by R. H. Halpenny, Electrical Engineer,” and “The 
Nevada-California Power Co., by R. H. Halpenny, Electrical Engineer.” ) 


PARAGRAPH II. Paragraph C of Article 2 of the License is amended to 
read as follows: 

C. All project works consisting principally of: 

Part I (Unconstructed) Dams and Reservoirs Nos. 1, 2, 3, and 4, to be con- 
structed on North and Middle Forks of Bishop Creek, in T. 8 8., R. 30 E., and 
T. 9 S., R. 31 E., Mount Diablo meridian; 

Part II (Constructed) Sabrina Lake, Hillside, North Lake, Intake No. 2, and 
Longley dams and reservoirs, Bishop Creek Power Plants Nos. 2, 3, 4, and 5, 
with installed capacities of 10,870, 12,000, 12,100, and 5,700 horsepower, respec- 
tively, conduits serving each of these plants, the South Fork of Bishop Creek 
Diversion Conduit extending from the South Fork to Intake No. 2 Reservoir, 
the Green Creek Diversion Conduit extending from Green Lake Creek to Hillside 
Reservoir, the McGee Creek Diversion Conduit extending from McGee Creek 
to North Fork of Birch Creek, diversion conduit extending from North Fork 
of Birch Creek to the conduit serving Power Plant No. 2, the Bishop Creek 
Switching and Control Station, transmission lines extending from each of Power 
Plants Nos 2, 3, and 5 to the Bishop Creek Switching and Control Station, two 
transmission lines extending from Plant No. 4, one to a junction with the line 
from Plant No. 2 to said control station and the other to a junction with the 
line from Plant No. 3 to said control station, a transmission line extending from 
Plant No. 2 to the Bishop Creek Mine and thence to Sabrina Lake Reservoir, 
and other appurtenances used in operating the project; the location and char- 
acter of the project works being more fully shown and described by the exhibits 
hereinbefore cited and by the following additional exhibits: 

Evhibit L-1: Drawing No. 307-10, sheet 138 (FPC No. 1394-13). “Plan of 
Bishop Creek No. 1 Dam, Bishop Creek Project”. 

Echibit L-2: Drawing No. 307-10, sheet 14 (FPC No. 1394-14). “Plan of 
Intake No. 2 Dam, Bishop Creek Project”. 

Exhibit L-3: Drawing No. 307-10, sheet 15 (FPC No. 1394-15). “Plan & 
Section of Bishop Creek Power House No. 2, Bishop Creek Project”. 

Exhibit L-4: Drawing No. 307-10, sheet 16 (FPC No. 1394-16). “Plan & 
Section of Bishop Creek Power House No. 3, Bishop Creek Project’. 

Exhibit L-5: Drawing No. 307-10, sheet 17 (FPC No. 1394-17). “Plan & 
Section of Bishop Creek Power House No. 4, Bishop Creek Project’. 

Erhibit IL-6: Drawing No. 307-10, sheet 18 (FPC No. 1394-18). “Plan & 
Section of Bishop Creek Power House No. 5, Bishop Creek Project”. 

Ecrhidit L-7: Drawing No. 307-10, sheet 19 (FPC No. 1394-19). “Detail Plat 
of No. 2 Power House Grounds, Bishop Creek Project”. 

Exhibit L-8: Drawing No. 307-10, sheet 20 (FPC No. 1394-20). “Detail Plat 
of No. 3 Power House Grounds, Bishop Creek Project”. 

Echibit L-9: Detail plat of No. 4 Powerhouse grounds, revised pursuant to 
application filed November 30, 1953, as amended February 9, 1954, for amendment 
of plans. 
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Exhibit L—10: Drawing No. 307-10, sheet 22 (FPC No. 1394-22). “Detail Plat 
of No. 5 Power House Grounds, Bishop Creek Project’. 

(All the above exhibits, except where noted, signed September 8, 1936, “The 
Southern Sierras Power Co., by R. H. Halpenny, Electrical Engineer,” and “The 
Nevada-California Power Co., by R. H. Halpenny, Electrical Engineer”.) 

Exhibit M: General Descriptions and Specifications, consisting of 11 type- 
written sheets, sheets 1 through 8 and 10 and 11 signed September 8, 1936, 
“The Nevada-California Power Company, by H. Dewes, Assistant Secretary,” and 
“The Southern Sierras Power Company, by H. Dewes, Assistant Secretary” ; 
page 9, as revised September 2, 1949, was received September 6, 1949, and ap- 
proved by the Commission January 5, 1950. 

The horsepower capacity authorized to be installed in the project is 40,670 
horsepower. 

PARAGRAPH III. Article 24 of the license, as amended January 11, 1950, 
effective as of January 1, 1949, is hereby further amended to read as follows: 

Article 24. Subject to the provisions of Section 10 (e) of the Act and the 
rules and regulations of the Commission thereunder, the Licensee shall pay to 
the United States the following annual charges: 

A. For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (40,670 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calendar 
year for which the charge is made; and 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands. $1,102.09. 

PARAGRAPH IV. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license 
as heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
amendment of license. In acknowledgement of the acceptance of this amendment 
of license, it shall be signed for the Licensee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Order authorizing transmission of electric energy to Mevico and superseding 
previous authorization 


Citizens Utilities Co. 
Docket No. E-6431 
July 2, 1954 


Citizens Utilities Company (Applicant), incorporated under the laws of the 
State of Delaware, qualified to do business as a foreign corporation in the States 
of Arizona, Colorado, Connecticut, Idaho, Maine, Vermont and Washington, 
with its principal place of businéss ‘in Greenwich, Connecticut, in an application 
filed May 6, 1954, requested authorization pursuant to the provisions of Section 
202 (e) of the Federal Power Act, to export from the United States to Mexico 
electric energy in an amount not in excess of 3,000,000 kwh per year at a maxi- 
mum transmission rate of 800 kw, such authorization to supersede that pre- 
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viously granted to Applicant by: Commission order issued October 2, 1952, 11 
F. P. C. 1330, in the above docket.’ 

Applicant proposes to transmit such energy from a point within Santa Cruz 
County, Arizona, to a point on the international border between the United 
States and Mexico over facilities covered by a Presidential Permit (Docket No. 
E-6432) released to the Applicant by the aforementioned order of the Commis- 
sion. By those facilities the exportations currently made by the Applicant are 
accomplished. 

The application states that, as in the past, the energy which it presently seeks 
to export by the subject application will be transmitted and sold under the 
terms and conditions of an agreement dated May 2, 1952, entered into with 
Cia de Servicios Publicos de Nogales, S. A., a Mexican corporation with its prin- 
cipal place of business at Republica del Salvador, Mexico, D. F. 

From an examination of the data supplied by the Applicant the power situa- 
tion on its system appears to be such that it may be necessary for the Applicant 
to curtail a certain portion of its peak load in the event of an outage of generat- 
ing equipment at such time. 

The aforementioned agreement of May 2, 1952, which is presently on file with 
the Commission as Applicant’s Export Rate Schedule FPC No. 1, provides, 
among other things, that: 


The [Applicant] has no public service obligation to sell electrical energy 
to the Customer and the [Applicant’s] service obligations in Santa Cruz 
County, State of Arizona, shall have preference and priority of rights in the 
use of electricity over the sale of electricity to the Customer. It is under- 
stood and agreed that, in the event the requirements of the [Applicant’s] cus- 
tomers in Santa Cruz County, Arizona, are such, in the [Applicant’s] sole 


judgment and discretion, as to render it impossible to deliver electric energy 
to the Customer, the [Applicant] shall not be liable in any way to the Cus- 
tomer for non-delivery of such electric energy. 


Notice of the filing of the application was published in the Federal Register 
on May 15, 1954 (19 FR 2834), and given to interested State officials. No pro- 
test or request to be heard thereon has been received. 

The Commission finds: 

(1) It is necessary and appropriate for purposes of the Federal Power Act 
that the authorization hereinafter granted shall not extend beyond March 31, 
1956, without further order of this Commissien. 

(2) As hereinafter limited and authorized the proposed transmission of elec- 
tric energy from the United States to Mexico by the Applicant will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 

The Commission orders: 

(A) Applicant be and it hereby is authorized to transmit electric energy from 
the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which Applicant hereby is authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 3,000,000 
kwh per year at a maximum transmission rate of 800 kw over facilities covered 
by a Presidential Permit released to the Applicant by the aforementioned Com- 
mission order issued October 2, 1952. 


1By the above-mentioned order Applicant was authorized to export from the United 
States to Mexico up to 1,000,000 kwh at a maximum transmission rate of 350 kw. 
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(C) No energy shall be delivered under the authorization contained in 
paragraph (B) above at any time, when during a failure of equipment or 
available supply on Applicant’s system such energy would otherwise be utilized 
to serve ultimate consumers in the United States who would be deprived of 
service or suffer a material limitation, curtailment, or impairment of service. 

(D) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond March 31, 1956, without further order of 
this Commission. 

(E) Nothing contained in this order shall be construed to extend the author- 
ization herein granted beyond the date of termination or expiration of the 
Presidential Permit referred to in paragraph (B) above. 

(F) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(G) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and. shall 
furnish in triplicate reports annually, on or before February 15, showing the 
kilowatt-hours delivered, the maximum kw of transmission and the consideration 
therefor during each month of the preceding year. 

(H) Applicant, upon curtailment of any load by it, including voltage 
reduction, curtailment of service to interruptible consumers, voluntary cus- 
tomer curtailment, and shifting of loads to off-peak hours, shall furnish a 
report at the end of each week during which curtailment takes place, specify- 
ing the estimated amount of curtailment, the nature of loads curtailed, the 
reason curtailment was necessary, and what steps are being taken to relieve 
the situation necessitating curtailment. 

(I) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before 
the transfer. 

(J) This authorization shall be without prejudice to the authority of any 
States or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(K) This authorization shall be without prejudice to any authority of this 
Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission, or any 
other regulatory body, and nothing herein shall be construed as an acquiescence 
of this Commission in any estimate or determination of cost or valuation of 
property claimed or asserted. 

(L) This order shall supersede the authorization granted by the afore- 
mentioned order of this Commission issued October 2, 1952, in the above docket. 
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Order on appeal from ruling of the presiding examiner 
South Georgia Natural Gas Co. 
Docket No. G-1915 
July 2, 1954 


On June 4, 1954, the National Coal Association, United Mine Workers of 
America, and Fuels Research Council, Inc., interveners in this proceeding, 
jointly filed a formal appeal to the Commission from the ruling of the Presiding 
Examiner made on the record on May 27, 1954. That ruling completely denied 
permission to counsel for the aforementioned interveners to cross-examine one 
of the witnesses in the proceeding. 

The direct testimony of the witness was given on behalf of a power company 
which presently uses oil exclusively as a fuel for the generation of electricity 
and would, if the certificate of public convenience and necessity were granted, 
use natural gas for such purpose. Because of this factual situation, the Presid- 
ing Examiner concluded that the coal interests represented by the interveners 
could not possibly be aggrieved by the power company’s proposed use of natural 
gas, and that, therefore, no question that might be asked of the witness within 
the scope of his direct testimony could have any bearing on the sale of coal to 
the power company. 

The joint petition to intervene filed by these representatives of competitive 
fuel interests “in opposition to the granting of the certificate of public con- 
venience and necessity applied for in this proceeding” clearly asserts concern 
not only with respect to current uses of coal but more importantly with the 
possible destruction of future potential markets for coal. 

The Presiding Examiner’s ruling completely denying counsel for these inter- 
veners the right to cross-examine the power company witness should be reversed 
and the proceeding reopened to accord due process of law. 

The Commission orders: 

(A) The ruling of the Presiding Examiner made on May 27, 1954, during the 
course of the hearing in this proceeding, completely denying counsel for the 
aforementioned interveners the right to cross-examine one of the witnesses, be 
and the same hereby is reversed and the proceeding reopened for the purpose 
of according due process of law. 

(B) The reopened hearing in this matter be and the same hereby is recon- 
vened commencing July 7, 1954, at 10:00 a. m. (EDST), in a Hearing Room of 
the Federal Power Commission, 441 G Street, N. W., Washington, D. C., at which 
time and place the witness involved in the Presiding Dxaminer’s ruling shall be 
made available for the purpose stated in paragraph (A) above. 


Order No. 178 


Amending the Commission’s general rules and regulations 


Amendment of the Commission’s General Rules and Regulations by the 
Promulgation of Part 152 thereof to Govern the Filing of Applications 
for Exemption from Jurisdiction under the Natural Gas Act pursuant 

to subsection (c) of Section 1 thereof. 





FEDERAL POWER COMMISSION 


Docket No. R-136 


July 7, 1954 


In this proceeding the Commission has under consideration the amendment of 
its General Rules and Regulations under the Natural Gas Act (Chapter 1, Sub- 
chapter E, of Title 18, Code of Federal Regulations) by promulgation of a new 
-art 152 to govern the filling of applications for exemption from jurisdiction 
under the Act pursuant to subsection (c) of Section 1 thereof (Public Law 
No. 323, 83rd Congress, 2d Session, approved March 27, 1954, 68 Stat. 36). 

General public notice of proposed rule making in the above matter was given 
by publication of notice in the Federal Register on April 15, 1954 (19 FR 2184) 
and by mailing notices to interested persons, including natural-gas compunies, 
and to State and Federal regulatory agencies. 

In response to such notice, as extended by similar publication on May 14, 1954 
(19 FR 2789), numerous suggestions and comments were submitted by interested 
persons respecting the changes in the Commission’s rules herein proposed. All 
suggestions, comments and views submitted have been carefully considered and, 
to the extent deemed pertinent and appropriate, have been embodied in the 
amendment herein adopted. 

The Commission finds: 

(1) It is desirable, for administrative purposes, that the Commission have a 
written statement. from a responsible officer of each natural gas company affected 
by Section 1 (c) of the Natural Gas Act to assist the Commission in finding that 
all the natural gas transported by each of said companies is received and con- 
sumed within a single state. 

(2) The amendment to the Commission’s General Rules and Regulations as 
hereinafter adopted is necessary and appropriate to carry out the provisions of 
the Natural Gas Act, as amended. 

The Commission, acting pursuant to authority granted by the Natural Gas 
Act, particularly Sections 1 (c) and 16 (68 Stat. 36, 52 Stat. 8830; 15 U. S. C. 
717 (c), 7170), orders: 

(A) The Commission’s General Rules and Regulations (18 CFR, Chapter 1, 
Subchapter E) are hereby amended by prescribing Part 152, entitled “Application 
for Exemption from the Provisions of the Natural Gas Act Pursuant to Sec- 
tion 1 (c) thereof”, reading as follows: 

Part 152—Application for Exemption from the Provisions of the Natural Gas 
Act pursuant to Section 1 (c) thereof. 

Sec. 152.1—Who may apply 

Sec. 152.2—Form of Application 

Sec. 152.3—Contents of Application 

Sec. 152.4—Certificate from State Commission 

Sec. 152.5—Applicability of Exemption 

See. 152.1—Who may apply. Application for exemption from the provisions 
of the Natural Gas Act and the rules and regulations of the Commission issued 
pursuant thereto may be made by any person as defined in the Natural Gas Act 
engaged in, or authorized to engage in the transportation in interstate com- 
merce or the sale in interstate commerce for resale, of natural gas received by 
such applicant from another person within or at the boundary of a State, if all 
of the natural gas so received is ultimately consumed in such State, provided 
that the natural-gas rates and service of the applicant and its natural-gas facil- 
ities are subject to regulation by a State commission, as defined in the Natura) 
Gas Act, and that such State commission is exercising that jurisdiction. 
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Sec. 152.2—Form of Application. An application under this part shall conform 
with sections 1.15 and 1.16 of this chapter and the original application shall be 
signed and verified under oath by a responsible officer of the applicant. 

Sec. 152.3—Contents of Application. Every Application shall set forth in the 
order indicated the following: 

(a) The exact legal name of applicant. 

(b) The name, title, and postoffice address of the person to whom correspond- 
ence in regard to the application shall be addressed. 

(c) A statement of pertinent facts as to the existing service, if any, or author- 
ized service by applicant, including a showing that all of the natural gas which 
applicant receives from out-of-State sources is and will be ultimately consumed 
within the State in which the operations sought to be exempted are conducted. 

Sec. 152.4—Certificate from State Commission. Applications for exemption 
under Section 152.3 shall contain, or there shall be separately filed, a certificate 
from the appropriate State Commission that the natural-gas (1) rates, (2) 
service, and (3) facilities of the Applicant are subject to the regulatory jurisdic- 
tion of the State Commission and that the State Commission is exercising such 
jurisdiction. 

Sec. 152.5—Applicability of Eremption. Nothing in this Part shall be construed 
to relieve any person exempted from the provisions of the Natural Gas Act by 
Section 1 (c) thereof from compliance with valid State regulatory requirements. 
If an exemption from the provisions of the Natural Gas Act is effective pursuant 
to Section 1 (c), the exempted person shall be responsible for calling to the 
attention of the State Commission by which it is regulated and of the Federal 
Power Commission any future operations in which it may engage which may make 
the exemption inapplicable to it. 

(B) The new and amended rules and regulations herein prescribed be and they 
are hereby made effective upon the issuance of this order. 

(C) The Secretary of the Commission shall cause publication of this order 
to be made in the Federal Register. 


Findings and order issuing certificate of public convenience and necessity 


Cities Service Gas Co. 
Docket No. G—2383 


July 8, 1954 


On March 4, 1954, Cities Service Gas Company (Applicant), a Delaware 
corporation having its principal place of business at Oklahoma City, Oklahoma, 
filed an application for a certificate of public convenience and necessity and a 
supplement thereto on April 22, 1954, pursuant to Section 7 of the Natural Gas 
Act authorizing the construction and operation of facilities subject to the 
jurisdiction of the Commission described as follows: 

(1) 24 miles of 26-inch pipeline replacing 24 miles of two parallel 16-inch 
pipelines northeasterly of its Ottawa, Kansas, compressor station. 

(2) Nine miles of 20-inch pipeline replacing nine miles of 16-inch pipeline 
extending easterly from a point in Cherokee County, Kansas, to a point in Jasper 
County, Missouri, on Applicant’s Caney and Grabham, Kansas, to Springfield, 
Missouri, system. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
June 30. 1954. respecting matters involved and the issues presented by the 
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application and supplement thereto. No protests to the application have been 
received. The Public Service Commission of Missouri filed notice of intervention 
on March 25, 1954, and by telegram dated May 6, 1954, expressed support of the 
application. 

The facilities proposed by Applicant are proposed primarily to replace aged 
pipelines, unsafe to operate at the higher pressures required for continued 
operations; and to increase the delivery capacity of Applicant’s system serving 
the Kansas City and Springfield, Missouri, areas. 

The estimated over-all capital cost of the proposed facilities is stated to be 
$1,860,500, of which $227,500 represents the cost of reclaiming 57 miles of 16-inch 
pipeline. Applicant proposes to defray the expenses attributable to the construc- 
tion of proposed facilities and removal of existing facilities out of available bank 
credit funds and treasury cash. 

The Commission finds: 

(1). Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, owns and operates, among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on Decem- 
ber 28, 1943, Docket No. G—298, 4 FPC 471. 

(2) The facilities hereinbefore described are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as herinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (ifi), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including 
the Rules of Practice and Procedure (18 CFR 157.20) should attach to the 
issuance of the certificate referred to in paragraph (5), above, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of facilities authorized by this order shall be completed and said 
facilities placed in actual operation should be fixed at 4 months from the date 
on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 





m— a2 tit oo & ww hb. FF 


— <<. <_< 














































ORDERS 1169 


before described, all as more fully described in the application in this proceed- 
ing, for the transportation of natural gas as therein set forth, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-2403 
July 8, 1954 


Texas Eastern Transmission Corporation (Applicant) filed, on April 6, 1954, 
an application pursuant to Section 7 of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing it to sell and deliver to United 
Gas Pipe Line Company (United) all of Applicant’s excess “take or pay for 
gas” to the limit of United’s physical ability to so take. 

Pursuant to Commission order and upon due notice, a public hearing was held 
in Washington, D. C., on June 28, 1954, respecting the matters involved and the 
issues presented by the application. No protest to the granting of the applica- 
tion has been received. The Commission on April 15, 1954, granted temporary 
authorization for the operations proposed. 

The record shows Applicant under its gas purchase contracts will have excess 
gas available during the period April 1, 1954, through October 31, 1955, and if 
this gas is not taken by Applicant it will have to be paid for, which will increase 
Applicant’s unit cost of gas purchased. Applicant estimates that it will have a 
maximum of approximately 40,000,000 Mcf of take-or-pay-for gas which it cannot 
absorb into its system and which it expects to sell to United under the exchange 
agreement, as proposed to be modified, over a 19-month period starting in April 
1954. It estimates the cost of this gas at 12.5¢ per Mcf, or resulting in an out- 
of-pocket loss of $5,000,000 if the gas cannot be sold to United, the only outlet 
in the area. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is engaged in the trans- 
portation of natural gas in interstate commerce by means of its natural gas pipe- 
lines located in several states, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 10, 1947, Docket No. G-880, 6 F. P. C. 148. 

(2) The sales and deliveries of natural gas as described in Texas Hastern’s 
application, will constitute transportation and sale for resale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and such 
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sales and deliveries by Texas Hastern are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Texas Eastern having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed sales and deliveries of natural gas by Texas Eastern are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (iii) and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing Texas Eastern to sell and deliver to United volumes of 
natural gas, all as more fully described in its application, in this proceeding, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (3) (iii) and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 


Order issuing new license (minor) 
Estes Brothers 
Project No. 1196 
July 8, 1954 


Application was filed July 17, 1952, by Robert R. Estes and Edward R. Estes, 
doing business as Estes Brothers, of Moose Pass, Alaska, for a new license under 
the Federal Power Act (hereinafter referred to as the Act) for constructed minor 
Project No. 1196, located on an unnamed creek, tributary to Upper Trail Lake in 
Seward Recording District, Third Judicial Division, Alaska Territory, and 
affecting public lands of the United States formerly within Chugach National 
Forest. 

The original license for minor Project No. 1196, dated October 13, 1932, and 
license No. 2, dated October 13, 1942, each issued for a ten-year period, were 
granted to Leora Roycroft who transferred the second license to the applicants 
herein on May 31, 1950, effective as of January 1, 1949. Estes Brothers, by 
letter dated September 25, 1952, informed the Commission that the plant was 
relocated up the pipeline about 150 feet. 

In response to a Commission letter dated April 13, 1953, requesting that in- 
formation about the relocated plant be shown on a print of Exhibit D enclosed 
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in the letter, the applicants returned the print of Exhibit D to the Commission 
January 11, 1954, showing the new. location of the damsite, powerhouse, and 
tailrace. The tracing of Exhibit D (FPC No. 1196-1) on file with the Commis- 
sion has been modified by the staff to show the project as revised. 

The project as modified consists of: 

(a) All lands constituting the project area, the limits of which are 50 feet 
outside the high-water line of the reservoir and 50 feet on each side of pipeline 
and tailrace. 

(b) Project structures comprising a diversion dam, a reservoir about 250 feet 
x 350 feet, a steel pipeline about 330 feet. long,,a powerhouse having an installed 
capacity of approximately 28 horsepower, and a tailrace. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, and all 
rights and interests, the possession of which is necessary or appropriate in the 
maintenance and operation of the project. 


which lands and project works are more specifically shown and described by a 
certain revised exhibit incorporated by reference in the application for license, 
and which is designated and described as: 

Evhibit D: (FPC No. 1196-1) A map entitled “Leora Roycroft Power Project, 
Alaska, Chugach National Forest”, signed on August 6, 1931, by Leora Roycroft, 
and revised by the Commission January 11, 1954. 

By letter dated October 31, 1952, the Alaska Department of Fisheries offered 
no objection to the application and recommended that the license be granted. 

An Under Secretary of the Interior, by letter dated January 27, 1953, states 
that this project has no harmful effect on fish and wildlife resources in this 
area. The granting of a new license for the construction project would not 
affect adversely known deposits of coal or other minerals, lands within the 
known geologic structure of a producing oil or gas field, or the purpose of any 
withdrawal or classification established by that Department. No other in- 
terests of the Department would be affected and no objection is raised to the 
issuance of the license. 

The Commission finds: 

(1) The applicants are citizens of the United States and have submitted 
satisfactory evidence of compliance with the requirements of all applicable State 
laws insofar as necessary to effect the purposes of a new license for the project. 

(2) No conflicting application is before the Commission. 

(3) The project does not affect any Government dam, nor will the issuance 
of a new license therefor, as hereinafter provided, affect the development of any 
water resources for public purpeses which should. be undertaken by the United 
States. 

(4) The project occupies 3.4 acres of lands of the United States. 

(5) The issuance of a new license for the project as hereinafter provided will 
not interfere or be inconsistent with any reservation or withdrawal of public 
lands. 

(6) The installed capacity of the project is about 28 horsepower and the 
energy generated thereby is used by the applicant for public utility purposes. 

(7) The amount of annual charges to be paid by the licensee under the license 
for the purposes of reimbursing the United States for the costs of administra- 
tion of Part I of the Act and for recompensing it for the use, occupancy, and 
enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The exhibit described and designated in the fifth paragraph of this order 
conforms with the Commission’s rules and regulations 
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(9) It will be to the public interest to waive the terms and conditions con- 
tained in the following sections of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army and 
to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of terms and conditions of the Act which are here- 
inafter waived; 10 (a); 10 (c), insofar as it relates to depreciation reserves; 
10 (d); 10 (f); 11; 12; 14, except insofar as the power of condemnation is 
reserved; 15; 18, except insofar as it relates to fishways; 19; 20; 22; and 
23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This new license is issued to Robert R. Estes and Edward R. Estes, 
doing business as Estes Brothers, of Moose Pass, Alaska, under Sections 4 (e) 
and 15 of the Act for a period of 10 years, effective as of October 13, 1952, for 
the operation and maintenance of constructed minor Project No. 1196 affecting 
lands of the United States, subject to the terms and conditions of the Act which 
is hereby incorporated by reference as a part of this license (except that the 
terms and conditions of Part I of the Act referred to in finding (9) above are 
hereby waived to the extent therein specified), and subject to such rules and 
regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-7, December 15, 1953, 17 F. P. C. 486, entitled “Terms and Conditions of 
License for Minor Project Affecting Lands of the United States”, which terms 
and conditions are attached hereto and made a part hereof; and subject to 
the following special condition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, $5.00. 

(ii) For the purpose of recompensing it for the use, occupancy, and enjoyment 
of its lands, $5.00. 

(C) Exhibit D (FPC No. 1196-1) as revised in the Commission January 11, 
1954, is approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this license. In acknowledgment of the acceptance of this license, it shall 
be signed for the Licensee and returned to the Commission within 60 days from 
the date of issuance of this order. 


Order further amending license (major) 
The California Oregon Power Co. 
Project No. 1927 


July 8, 1954 


The California Oregon Power Company, licensee for major Project No. 1927 
situated on North Umpqua River and tributaries, in Douglas County, Oregon, 


and affecting lands of the United States within the Umpqua National Forest, 
filed: 
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(1) Application on September 15, 1952, as supplemented on July 14, 1953, for 
amendment of its license to include therein the Lemolo No. 1 development, here- 
inafter more fully described in PARAGRAPH 3. 

(2) Application on September 15, 1952, as supplemented on October 19 and 
November 30, 1953, for amendment of its license to include therein the Lemolo 
No. 2 development, hereinafter more fully described in PARAGRAPH 3. 

(3) Application on May 18, 1953 for amendment of its license to include therein 
the transmission line hereinafter more fully described in PARAGRAPH 3. 

The principal effects of the amendments sought in the application referred 
to in subparagraphs (1) and (2) of the first paragraph of this order would be 
to increase the authorized installed capacity of the project by 40,000 horsepower 
through inclusion of the Lemolo No. 1 development and by 46,000 horsepower 
through inclusion of the Lemolo No. 2 development, with consequent increase 
in the annual administrative charges; while the principal effect of the amend- 
ment sought in the application referred to in (3) above would be to increase 
the annual charges for use of Government lands for transmission-line purposes 
only by $157.48. 

An Acting Secretary of Agriculture, an Assistant Secretary of the Interior, 
and the Oregon State Game Commission have reported favorably on the applica- 
tions referred to in subparagraphs (1) and (2) above, as hereinafter provided, 
and the Forest Service, acting for the Secretary of Agriculture, and an Assistant 
Secretary of the Interior, have reported favorably on the application referred 
to in subparagraph (3) above, as hereinafter provided. 

Lemolo No. 1 and Lemolo No. 2 developments are located entirely on lands 
of the United States within the Umpqua National Forest. The licensee has 
advised that a project boundary for each development will be surveyed as work 
on the development progresses. Inasmuch as new Exhibit K maps will then 
be submitted for Commission approval, it would appear appropriate to defer 
further Commission consideration of any increase of annual land charges for 
those two developments until that time. 

Pursuant to the licensee’s written request for same dated November 19, 1952, 
the licensee was advised that the Commission had no objection to the placing 
of orders for equipment and to undertaking preliminary construction of the 
Lemolo developments, at its own risk. By letters dated April 30, 1953, and 
August 4, 1953, the licensee was further advised that the Commission had no 
objection to the commencement of construction of the Lemolo No. 1 development, 
and by letter dated December 4, 1953, the licensee was advised that the Com- 
mission had no objection to commencement of construction of the canal intake 
and of the clearance of the area in the vicinity of the Lemolo No. 2 development. 
However, because of severe weather conditions in the area of Lemolo No. 2, 
very little construction was accomplished on that development. With respect to 
the transmission line referred to in subparagraph (3) of the first paragraph of 
this order, the licensee was advised by telegram dated August 1, 1952 that the 
Commission had no objection to commencement of its construction, provided the 
licensee comply with the requirements of the Forest Service and apply for 
amendment to include the line under its license within a stated time. According 
to information available, the licensee commenced construction of the line in 
July, 1952 and completed same and placed it in operation on August 10, 1953. 

The Commission finds: 

(1) Due and proper notice has been given and published of the filings of the 
applications as required by statute and by the rules and regulations of the 
Commission, and no objection or protest has been filed. 
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(2) The license, further amended as hereinafter provided, will not interfere 
with any reservation or withdrawal of public lands or with the purposes for 
which the Umpqua National Forest was created or acquired, and is not incon- 
sistent with the previous findings in this matter. 

(3) The authorized installed horsepower capacity of the project. as increased 
under this amendment is 255,200 horsepower, and the annual charges for 
reimbursing the United States for the costs of administration of Part I of the 
Act, based on such capacity, and for recompensing it for the use, occupancy 
and enjoyment of its lands for transmission-line purposes, only, is reasonable 
as hereinafter provided. 

(4) The 132-kv step-up substation and woodpole, single circuit 132-kv trans- 
mission line extending about 13 miles from the substation at the Lemolo No. 1 
to Clearwater No. 2 substation; and the short transmission line connecting the 
Lemolo No. 2 powerhouse with the Lemolo No. 1-Clearwater No. 2 transmis- 
sion line, and the outdoor substation; and the proposed 138-kv transmission 
line (designated as Line No. 46) to be constructed between the Soda Springs 
development of Project No. 1927 and Dixonville Substation, a distance of about 
42 miles, in Douglas County, Oregon; are primary transmission facilities and 
parts of Project No. 1927 within the meaning of Section 3 (11) of the Act, and 
should be included in the license for the project. 

(5) The following described exhibits filed as part of the applications referred 
to in subparagraphs (1), (2), and (3) of the first. paragraph of this order 
conform to the Commission’s rules and regulations and should be approved as 
part of the license as further amended: 

Exhibit J-12 (FPC No. 1927-112; Exhibit K-16 (FPC Nos. 1927-117 to 
119, inclusive); Exhibit L-19 (FPC Nos. 1927-152 and 153); and Exhibit 
M-9; and 

Exhibit J-138 (FPC No. 1927-120); Exhibit K-17, Sheets 1 to 5, inclusive 
(FPC Nos. 1927-121 to 125, inclusive) ; Exhibit L-17 (FPC Nos. 1927-127 to 
130, inclusive) ; Exhibit L-21 (FPC No. 1927-165); Exhibit L-22 (FPC No. 
1827-166) ; and Exhibit M-10; and 

Exhibit J-15 (FPC No. 1927-140); Exhibit K-19, Sheets 1-10, inclusive 
(FPC Nos. 1927-141 to 150, inclusive) ; and Exhibit M-12. 

The Commission orders: 

(A) The license for Project No. 1927 as amended be and hereby is 
further amended: effective as of August 1, 1952, to inelude the transmission 
line referred to in subparagraph (3) of the first paragraph of this order; 
effective as of July 1, 1953, to include the Lemolo No. 1 development referred 
to in subparagraph (1) of the first paragraph of this order; and effective as 
of January 1, 1954 to include the Lemolo No. 2 development referred to in 
subparagraph (2) of the first paragraph of this order; said amendment being: 

PARAGRAPH 1. Subparagraph (a) of Article 2 of the license as amended 
is further amended to include therein : 


Lemolo No. 1 Development 

Echibit J-12: (FPC No. 1927-112) General map of Lemolo No. 1 development 
filed September 15, 1952. 

Evhibit K-16: (FPC Nos. 1927-113, 114 and 115) Three sheets of topography 
for reservoir and conduit locations and filed in the Commission September 15, 
1952. 

Lemolo No. 2 Development 


Exhibit J-13: Sheet No. 1 (FPC No. 1927-120) General map of Lemolo No. 


2 Development except as it is modified by Exhibit L-21 as to the location of 
Lemolo No. 2 dam; and 
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Evhibit K-17: Sheets Nos. 1 to 5, inelusive (FPC Nos. 1927-121 to 125, 
inclusive) Map showing project area and topography of conduit, forebay and 
penstock locations, except for the location of Lemolo No. 2 dam shown on 
Sheet No. 1 (FPC No. 1927-121). 

Exhibits J-13 and K-17 signed The California Oregon Power Company by 
J. C. Boyle, Vice President and General Manager, on September 6, 1952. 


Transmission Lines 





Evhibit J-15: (FPC No. 1927-140) Transmission line from Dixonville to Soda 
Springs, filed in the Commission May 18, 1953. 

Evhibit K-19: (FPC Nos. 1927-141 to 150, inclusive) Ten sheets showing 
detailed land status of Dixonville-Soda Springs transmission line, filed in the 
Commission May 18, 1953. 

Evhibit K-45: Sheets Nos. 1 to 11, inclusive (FPC Nos. 1927-19 to 29, in- 
elusive) Transmission line from Dixonville to Toketee, signed on November 22, 
1948. 

PARAGRAPH 2. Subparagraph (a) of Article 2 of the license as amended 
which refers to the Toketee Development is further amended to exclude there 
from Exhibit K-4. 

PARAGRAPH 3. Subparagraph (b) of Article 2 of the license as amended is 
further amended to include therein : 


































Lemolo No. 1 Development 





A rock-fill diversion dam with a concrete facing about 910 feet long and 120 
feet high with a spillway section 105 feet long located on North Umpqua River 
about one mile downstream from Lake Creek; a reservoir with an area of 415 
acres at a normal pool elevation of 4148.5 feet and a capacity of 12,000 acre- 
feet useful storage; an open conduit extending from the dam to a small fore- 
bay, having a capacity of 565 second-feet and consisting of 14,800 feet of con- 
crete lined canal and 1,875 feet of concrete flume; a small regulating forebay ; 
a steel penstock extending 7,080 feet from the forebay to a powerhouse; a power- 
house, located at the mouth of Warm Springs Creek, containing a 40,000-horse- 
power turbine connected to a 29,000-kilowatt outdoor-type generator; an outdoor 
substation; a 132-kv single circuit transmission line, extending about 13 miles 
from the plant to Clearwater No. 2 plant; a permanent access road following 
generally the conduit location; and appurtenant facilities; the location, nature 
and character of which are more specifically shown and described by the ex- 
hibits hereinbefore cited for the development and by certain other exhibits 
which also formed part of the application for amendment of the license and 
which are designated and described as follows: 

Erhibit L-16: (FPC Nos. 1927-117 to 119, inclusive) Three sheets showing 
eonduit, penstock and powerhouse details and filed in the Commission Septem- 
ber 15, 1952. 

Erhibit L-19: (FPC Nos 1927-152 and 153) Two sheets showing plan of dam 
sections and elevations, filed in the Commission July 15, 1953. 

Erhibit M-9: Two sheets and a circuit diagram giving general description and 
specifications of equipment filed September 15, 1952. 


Lemolo No. 2 Development 







A low diversion dam across North Umpqua River, located immediately .down- 
stream from Lemolo No. 1 powerhouse and Warm Springs Creek, with a con- 
crete spillway section surmounted by flashboards, an intake section and a gated 
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sluiceway section ; a small reservoir with the normal water surface at elevation 
3325 feet; an open conduit consisting of a timber and concrete flume and con- 
erete lined canal, and having a total length of approximately 15 miles; a small 
forebay ; a steel penstock about 2,850 feet long; a small diversion dam on Deer 
Creek, a tributary of North Umpqua River, and a timber flume therefrom to 
the main conduit; a powerhouse with a 46,000 hp turbine connected to a 33,000 
kw outdoor-type generator; an outdoor substation; a short transmission line 
connecting the plant with the Lemolo No. 1-Clearwater No. 2 transmission line; 
and appurtenant facilities ; the location, nature, and character of which project 
works are more specifically shown and described by the exhibits hereinbefore 
cited for the development and by certain other exhibits which formed part of 
the application for amendment of the license and which are designated and 
described as follows: 

Echibit L-21: Sheet No. 1 (FPC No. 1927-165) Drawing showing plan and 
sections of Lemolo No. 2 diversion dam ; 

Evhibit L-17: Sheet No. 2 (FPC No. 1927-127) Drawing showing typical 
conduit structures; Sheet No. 3 (FPC No. 1927-128) Drawing showing plan and 
sections of forebay structure; Sheet No. 4 (FPC No. 1927-129) Drawing showing 
plan and profile of steel penstock; Sheet No. 5 (FPC No. 1927-130) Drawing 
showing powerhouse plan and sections. 

Echibit L-22: Sheet No. 1 (FPC No. 1927-166) Drawing showing plan and 
sections of Deer Creek diversion dam and timber flume. 

Erhibit M—10: Two sheets including a circuit diagram giving general descrip- 
tion and specification of equipment for Lemolo No. 2 development filed September 
15, 1952. 

Exhibit L—-21 signed on October 12, 1953, Exhibit L-22 signed on November 20, 
1953 and Eehibits L-17 and M-10 signed on September 6, 1952, The California 
Oregon Power Company by J. C. Boyle, Vice President and General Manager. 


Transmission Lines 


(1) A 138-kilovolt transmission line extending from the Toketee Substation 
to Dixonville, a distance of about 49.1 miles and designated as Line No. 39; and 

(2) A 188-kilovolt transmission line extending from the Soda Springs Sub- 
station to Dixonville, a distance of about 42 miles, designated as Line No. 46; 


the location, nature and character of which project works are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which formed part of the application for amendment of the license and 
which are designated and described as follows: 

Porhibit M-1: One typewritten sheet, entitled “Transmission Line Specifica- 
tions”, signed on November 22, 1948. 

Ecvhibit M-12: One typewritten page entitled “Transmission Line Specifica- 
tions” filed in the Commission May 18, 1953. 

PARAGRAPH 4. Subparagraph (b) of Article 2 of the license as amended 
which refers to the description of the Toketee Development is further amended 
to read: 

Toketee Development 


A diversion dam situated across North Umpqua River and mouth of Clear- 
water River, about 60 feet high creating a pool with normal headwater elevation 
of 2,430 feet; conduits with aggregate length of approximately 8,360 feet, con- 
sisting of concrete pipe, woodstave pipe, concrete-lined tunnel, steel pressure pipe, 
a surge tank and 8 penstocks; a powerhouse located below Toketee Falls with 
installed capacity of 55,800 horsepower in three units; an outdoor substation; an 
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access road from Cedar Springs Forest Camp; the location, nature, and character 
of which project works are more specifically shown and described by the exhibits 
hereinbefore cited and by certain other exhibits which formed part of the ap- 
plication for amendment of the license and which are designated and described 
as follows: 

PARAGRAPH 5. Subparagraph (b) of Article 2 of the license as amended is 
further amended to exclude therefrom Exhibit M—1 under Toketee Development. 

PARAGRAPH 6. Subparagraph (d) of Article 2 of the license as amended is 
further amended to read: 

(d) The authorized installed capacity of the project is 255,200 horsepower. 

PARAGRAPH 7. Article 5 of the license as amended is further amended to 
read: 

Article 5. Subject to the provisions of Section 13 of the Act, the licensee shall 
commence construction of each development and shall thereafter in good faith 
and with due diligence prosecute such construction and complete each develop- 
ment not later than the following respective dates: 


Development, Commence, and Complete 


Toketee; January 29, 1948; January 29, 1951. 
Slide Creek ; December 1, 1949; December 1, 1951. 
Soda Springs; May 1, 1950; May 1, 1952. 

Fish Creek; July 1, 1950; August 1, 1952. 
Clearwater No. 1; July 1, 1952; December 31, 1953. 
Clearwater No. 2; July 1, 1952; December 31, 1953. 
Lemolo No. 1; July 1, 1953; June 30, 1955. 

Lemolo No. 2; January 1, 1954; December 31, 1955. 


PARAGRAPH 8. Article 27 of the license as amended is further amended 
to read: 


Article 27. The Licensee shall pay to the United States the following annual 
charges: 

A. (i) Effective July 1, 1953, for the purpose of reimbursing the United States 
for the costs of administration of Part I of the Act, one (1) cent per horsepower 
on the authorized installed capacity (209,200 horsepower) plus two and one-half 
(2%) cents per 1,000 kilowatt-hours of gross energy generated by the project 
during the calendar year for which the charge is made; 

A. (ii) Effective January 1, 1954, for the purpose of reimbursing the United 
States for the cost of administration of Part I of the Act, one (1) cent per 
horsepower on the authorized installed capacity (255,200 horsepower) plus two 
and one-half (2%) cents per 1,000 kilowatt-hours of gross energy generated 
by the project during the calendar year for which the charge is made. 

B. For the purpose of recompensing the United States for the use, occupancy, 


and enjoyment of its lands, excluding those used only for transmission-line 
right-of-way : 


| 





Development Amount Effective 
date 
SS ale i i Sk si wie Lac Baag th Uh sSiLincksbeds $726.30 | Jan. 30, 1947 
ON SS ae « fk alae Sal ca ae ol 246.52 | Jan. 1,1950 
Soda Springs.............- : 2M Le : f ee Reese ae | 261.44 | Jan. 1,1950 
Fish Creek... mak a s ; eee 320.10 | Jvly 1, 1950 
Clearwater No. 1..........-- jetiiei ie hie Saas 527.00 | Jvly 1, 1952 
Clearwater No. 2._....._.-. pints i hewee oad | 2,860.00 | July 41,1952 
Lemolo No. 1 yet cia titiacnl ‘ ae (*) July 1, 1953 
SED FOO. Boss cace sock cecunvee ewicinksdrodeeaiabinisl svahephipbad (*) Jan. 1,1954 


*An amount to be hereafter determined by the Commission. 
468918S—61——_77 
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©. Effective August 1, 1952, for the purpose of recompensing the Unitea 
States for the use, occupancy and enjoyment of its lands used for transmission- 
line right-of-way only, $374.44. 

PARAGRAPH 9. The license as amended is further amended to include 
therein the following articles: 

Article 43. Pending determination, the Licensee shall release a minimum 
flow of 25 cfs at all times at the Lemolo No. 1 and Lemolo No. 2 dams into 
the North Umpqua River in the interests of fish life, and shall release past the 
Deer Creek diversion dam sufficient water to maintain satisfactory fish life 
in Deer Creek; and shall in cooperation with the U. 8S. Fish and Wildlife Service 
and the Oregon State Game Commission make studies of known releases both 
at the Lemolo No. 1 and No. 2 dams and the Deer Creek diversion dam to 
determine the minimum releases necessary to maintain satisfactory fish life in 
Deer Creek and North Umpqua River, which minimum releases shall be mutually 
agreed to by the interested parties and submitted to the Commission for ap- 
proval, Provided, however, That if mutual agreement cannot be reached by the 
interested parties, the Commission may prescribe minimum releases after 
notice and an opportunity for hearing. 

Article 44. The Licensee shall restrict fluctuation of releases of water to 
river channel below the Lemolo No. 1 and No. 2 dams to a minimum consistent 
with operational demands of the plants. 

(B) The exhibits described in finding (5) above are approved as part of 
the license as further amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license amendment. In acknowledgment of the acceptance of this amendment, 
it shall be signed for the Licensee and returned to the Commission within 60 
days from the date of issuance of this order. 


Order further amending license (major) 
Oakdale Irrigation District and South San Joaquin Irrigation District 
Project No. 2005 
July 8, 1954 


Application was filed April 20, 1953, by Oakdale Irrigation District and 
South San Joaquin Irrigation District, licensees for major Project No. 2005, 
for further amendment of the license to include therein an afterbay dam 
below Beardsley powerhouse to regulate the power discharges from Beardsley 
to obtain a uniform flow. The project is situated on Middle Fork of Stanislaus 
River in Tuolumne County, California, and affects lands of the United States 
within Stanislaus National Forest. 

The principal effects of the amendment will be to increase the lands of the 
United States occupied by the project by 680 acres with consequent increase 
in the amount of annual charges for the use, occupancy, and enjoyment of 
same. 

Exhibits K and L (FPC Nos. 2005-26 to -38, inclusive) and Exhibit M ap- 
proved by the Commission for inclusion in the license for the project in its 
order issued August 5, 1953, showed an increase in the installed capacity of 
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the project from 83,500 horsepower to 88,500 horsepower owing to changes 
in the design of the Beardsley and Donnells developments by the licensee. 
However, the Commission deferred specifying the increased horsepower capacity 
in its order and upon which the annual administrative charges are based 
because of the pendency at that time of the subject application which, if ap- 
proved, would also affect the annual charges. 

An Assistant Secretary of the Department of Agriculture, an Assistant Secre- 
tary of the Department of the Interior, and the State of California, through 
the Office of its Governor, have reported favorably on the application as herein- 
after provided. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Stanislaus National Forest 
was created or acquired and will not alter any of the basic facts upon which 
the license was issued. 

2) Public notice has been given as required by the Federal Power Act. 

(3) The authorized installed capacity of the project is now 88,500 horse 
power and the annual charge for reimbursing the United States for the costs 
of administration of Part I of the Act, based upon such capacity, as hereinafter 
provided, is reasonable. 

(4) The increased annual charges under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands, as hereinafter provided, are reasonable. 

(5) Exhibit K (FPC No. 2005-40 and -41) showing the project area of the 
afterbay development and Exhibit L (FPC No. 2005-39) showing the design 
of the afterbay dam, filed as part of the application for amendment, conform 
to the Commission’s rules and regulations and should be approved as part of 
the license for the project. 

The Commission orders: 

(A) The license for Project No. 2005 be and it hereby is further amended, 
effective as of June 1, 1954, as follows: 

PARAGRAPH 1. Article 2 of the license as amended is further amended: 

(a) To include therein under “A”: 

Erhibit K: (FPC Nos. 2005-40 and -41) Map in two sheets showing project 
area, project boundary and topography of reservoir area of the Beardsley 
Afterbay development. 

(b) To revise “B” therein to the following extent only: 

B. All project works consisting of: 


Beardsley Development 


An earth and rock-fill dam with a maximum height of 275 feet and a crest 
length of 1,100 feet including the spillway which is controlled by four radial 
gates, each 30 x 40 feet; intake works; a reservoir with gross capacity of 97,500 
acre-feet at elevation 3,397 feet; a tunnel and steel penstock; a powerhouse 
immediately below the dam with an installed capacity of 14,000 horsepower 
in a single unit ; and appurtenant facilities ; 


Donnells Development 


A concrete arch dam about 450 feet high above the lowest foundation; a 
spillway, located in a saddle in the left abutment, controlled by five radial gates, 
each 35 x 19 feet; intake works; outlet works; a tunnel about 38,750 feet long; 
a steel penstock; a reservoir with gross capacity of 64,500 acre-feet at eleva- 
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tion 4,916 feet ; a powerhouse, located downstream from Hells Half Acre bridge, 
with installed capacity of 74,500 horsepower in a single unit; and appurtenant 
facilities ; 

Beardsley Afterbay Development 


A rock-filled timber crib dam with overflow crest at elevation 3,135 feet, 
located about 4,700 feet downstream from the Beardsley powerhouse; a reservoir 
with a capacity of 272 acre-feet; outlet works consisting of a steel conduit 
through the dam controlled by a sluice gate; and appurtenant facilities; 


the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits 
which also formed part of the application for license or for amendments thereof 
and which are designated and described as follows: 

Evhibit L: (FPC No. 2005-39) Drawing showing general plan, elevations 
and sections of Beardsley Afterbay dam filed April 20, 1953 ; 

(c) And to revise “D” therein to read as follows: 

D. The authorized installed capacity of the project is 88,500 horsepower. 

PARAGRAPH 2. Subparagraph (ii) of Article 14 of the license as amended 
is further amended by substituting for the words “Beardsley Flat dam” wher- 
ever they appear therein the words “Beardsley Afterbay Dam.” 

PARAGRAPH 8. Article 29 of the license as amended is further amended so 
as to increase the authorized installed capacity specified in “A” therein from 
83,500 horsepower to 88,500 horsepower, and to increase the amount of annual 
charges specified in “B” therein from $4,530.46 to $5,890.46. 

(B) The exhibits described in finding (5) above are approved as part of the 
license as further amended. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Order issuing minor-part license (transmission line) 
Central Electric Power Cooperative, Inc. 
Project No. 2143 
July 8, 1954 


Application was filed October 8, 1953, by Central Electric Power Cooperative, 
Inc., of Columbia, South Carolina, for a license under the Federal Power Act 
(hereinafter referred to as the Act) for a minor part of a project, designated as 
transmission-line Project No. 2143, located in Berkeley and Williamsburg Coun- 
ties, South Carolina, and affecting lands of the United States within Francis 
Marion National Forest. 

The minor-part project consists of : 

(a) Lands of the United States constituting the project area and inclosed 
by the project boundary or the limits of which are otherwise defined. 

(b) Such portions of the 115-kv transmission line located thereon extending a 
distance of 32 miles from the Pinopolis switchyard of the South Carolina Public 
Service Authority to Kingstree Substation, South Carolina. 
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The project lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as: 

Exhibit J: (FPO Nos. 2143-1, -2, -3, and —-4) Property Line Map, 115-kv Trans- 
mission Line, Pinopolis to Kingstree, S. C. 

Erhibit K: (FPC No. 2143-5) Location Map, 115-kv Transmission Line through 
Francis Marion National Forest. 

The energy transmitted by the transmission line will be obtained in part from 
the South Carolina Public Service Authority hydroelectric plant at Pinopolis, 
Project No. 199. A fuel-generating plant at Pinopolis may also furnish energy 
to the line at some later date. 

South Carolina Public Service Authority, licensee for Project No. 199, and 
Central Electric Power Cooperative, Inc., under a lease contract dated October 
22, 1952, have entered into an agreement for a 35-year period during which the 
Authority will furnish Central the electric energy required for transmission. 
Furthermore the agreement states that the Authority has an option to purchase 
the Pinopolis-Kingstree transmission facility at any time during the term of the 
lease contract. 

The Chief of Engineers, Department of the Army, who was invited to report on 
the application in the interest of navigation, has advised that the applicant may 
secure a permit in the interests of navigation at the office of the District Engi- 
neer of the Corps of Engineers, at Charleston, South Carolina. 

The Chief, Forest Service, Department of Agriculture has reported favorably 
on the application with the proviso that standard conditions for the protection of 
national forest land and resources be included in the license. 

It appears that construction of the Pinopolis-Kingstree transmission line began 
about August 1, 1953, and was completed approximately three months later. 

The Commission finds: 

(1) The transmission line under consideration is a primary line as defined in 
Section 3 (11) of the Act, and, therefore, is subject to the licensing authority of 
the Commission. 

(2) The applicant is a cooperative corporation organized and existing under 
the laws of the State of South Carolina for the purpose of constructing the 
transmission line to transmit electrical energy to its sixteen member cooperatives 
for distribution in accordance with the Rural Electrification Act. 

(8) No conflicting application is before the Commission. 

(4) The project does not affect any Government dam, nor will the issuance of 
a minor-part license therefor, as hereinafter provided, affect the development of 
any water resources for public purposes which should be undertaken by the 
United States itself. 

(5) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with the purposes for which Fran- 
cis Marion National Forest was created or acquired. 

(6) The applicant has submitted satisfactory evidence of its financial ability to 
operate the project. 

(7) The amount of annual charges to be paid by the licensee under the minor- 
part license for the purpose of reimbursing the United States for the cost of 
administration of Part I of the Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands is reasonable as hereinafter fixed and specified. 

(8) The exhibits designated and described in the second paragraph of this 
order conform to the Commission’s rules and regulations and shovld be approved 
as part of the minor-part license. 
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(9) It will be in the public interest to waive the following terms and condi- 
tions of Part I of the Act: 

Sections 4 (b), except the second sentence thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the accept- 
ance and expression in the minor-part license of terms and conditions of the 
Act which are hereinafter waived; 10 (a) ; 10 (c), insofar as it relates to depre- 
ciation reserves; 10 (d) ; 10 (f) ; 11; 12; 14, except insofar as the power of con- 
demnation is reserved; 15; 18, except insofar as it relates to navigation; 19; 20; 
22; and 23 (a), insofar as it relates to the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued to Central Electric Power Cooperative, 
Ine., of Columbia, South Carolina (hereinafter referred to as the Licensee), for 
a period effective as of August 1, 1953, and terminating October 31, 1987, for the 
construction, operation, and maintenance of constructed minor-part Project 
2143 upon lands of the United States, subject to such rules and regulations as 
the Commission has issued or prescribed under the Act and subject to the terms 
and conditions of Part I of the Act which is hereby incorporated by reference 
as a part of this license (except that the terms and conditions of Part I of the 
Act referred to in finding (9) above are hereby waived to the extent therein 
specified. 

(B) This license is subject also to the terms and conditions, set forth in Form 
L-8, December 15, 1953, 14 F. P. C. 974, entitled “Terms and Conditions of License 
for Minor-Part Project (Transmission Line) Affecting Lands of the United 
States”, which terms and conditions, described as Articles 1 through 14, are at- 
tached hereto and made a part hereof, and subject to the following special con- 
dition set forth herein as an additional article: 

Article 15. The Licensee shall pay to the United States the following annual 
charges: 


(1) For the purpose of recompensing the United States for costs of adminis- 
tration of Part I of the Act $5.00. 

(2) For the purpose of reimbursing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line right-of-way only, $45.92. 

(C) The exhibits referred to in finding (8) above are approved as part of this 
license : 

(D) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 


for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order amending order issuing certificate of public convenience and necessity 


Texas Illinois Natural Gas Pipeline Co. 
Docket No. G-1914 
July 12, 1954 
The Commission’s Opinion No. 248 and accompanying order issued April 16, 


1953, In the Matter of Texas Illinois Natural Gas Pipeline Company, Docket No. 
G-1914, 12 F. P. C. 45, provided as follows: 
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The daily contract quantities of natural gas which Texas Illinois is pres- 
ently authorized to deliver to its individual customers, the additional quan- 
tities which it seeks authority to deliver by means of the proposed new 
facilities, and the total authorized contract quantities to be delivered after 
completion of the additional facilities here involved, are shown by the record 
to be: 


| | 
Present | | Total 1954- 
authorized | Increase 55 and 
contract | authorized | thereafter 
volumes | 


Mef Me} 
Allied Gas Co. (Paxton) 2, 712 , 119 | 
| 


Associated Natural Gas Co___- 
Citizens Gas Co 
Illinois Power Co.: 

Mount Vernon 

Monticello 
Monarch Gas Co 
Nashville, City of 
Natural Gas Pipeline Co. of America 
Northern Indiana Public Service Co 
Public Service Co. of Northern Illinois 
Salem, City of. 
Southeastern Illinois Gas Co__..........- 
Sullivan, City of_ 
The Peoples Gas Light & Coke Co__-_- 
Union Gas & Electric Co 








As a result of a request by Natural Gas Pipeline Company of America 
(Natural), the volume of 1,737 Mcf of natural gas was set aside pending further 
order of the Commission in this proceeding for future allocation to communities 
along Natural’s pipeline system which do not presently have natural gas service. 
This volume, together with 70 Mcf of natural gas which has not been allocated, 
make a total of 1,807 Mcf of natural gas remaining unallocated subject to 
further Commission order. 

By Commission order adopted concurrently with our order herein, Natural 
Gas Pipeline Company of America at Docket No. G—2320 was directed to supply 
to the Iowa Electric Light and Power Company 1,737 Mcf of natural gas per day. 

The Commission finds: 

It is proper and in the public interest that the Commission, on it own motion 
in carrying out the provisions of the Natural Gas Act, amend the certificate of 
public convenience and necessity issued April 16, 1953, in the above-entitled 
matter so as to authorize Texas Illinois Natural Gas Pipeline Company to sell 
and deliver to Natural Gas Pipeline Company of America a maximum daily 
volume of natural gas in the amount of 1,737 Mcf per day for ultimate sale and 
delivery by the latter company to Iowa Electric Light and Power Company as 
provided by order adopted simultaneously with our order herein, In the Matter 
of Iowa Electric Light Company, Docket No. G—2320, 13 F. P. C. 1184. 

The Commission orders: 

The Commission’s Opinion No. 248 and accompanying order issued April 16, 
1953, In the Matter of Texas Illinois Natural Gas Pipeline Company, Docket 
No. G—1914, be and the same is hereby amended to effectuate the delivery of an 
additional 1,737 Mcf of natural gas per day to Natural Gas Pipeline Company of 
America for ultimate sale for resale to the Iowa Electric Light and Power Com- 
pany, Applicant in the proceeding at Docket No. G—2320. 

Commissioner Stueck not participating. 
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Findings and order issuing certificate of public convenience and necessity and 
directing the sale and delivery of natural gas 


Lateral Gas Pipeline Co. and Iowa Electric Light and Power Co. 
Docket Nos. G—2318, G—2320 
July 12, 1954* 


Lateral Gas Pipeline Company (Lateral), an Iowa corporation with its prin- 
cipal place of business in Cedar Rapids, Iowa, filed on November 24, 1953, an 
application for a certificate of public convenience and necessity pursuant to 
Section 7 (c) of the Natural Gas Act, at Docket No. G—2318, authoring the con- 
struction and operation of approximately 27 miles in length of 4%4-inch O. D. 
natural-gas transmission pipeline extending from a point of connection with the 
pipeline of the Natural Gas Pipeline Company of America (Natural) at a point 
approximately 2 miles southwest of the Town of Grant, Iowa, to the City of 
Clarinda, Iowa, and also two town border stations, one at or near the west 
corporate limits of Villisca, Iowa, and the other at or near the north corporate 
limits of Clarinda, Iowa. Thereafter, on April 19, 1954, Lateral filed an amend- 
ment to its application eliminating therefrom its request for authorization to 
construct and operate a town border station near Villisca and providing only 
for a tap in the vicinity of Villisca for the purpose of providing for ultimate 
service to that community. Subsequent thereto, on May 19, 1954, Lateral filed 
a second amendment to its application, changing the pipe size to conform to 
the proof of record, namely, 13 miles of 5-inch I. D. and 14 miles of 4-inch I. D. 
pipeline. 

Iowa Electric Light and Power Company (Iowa Electric), also an Iowa 
corporation with its principal place of business in Cedar Rapids, Iowa, filed on 
November 25, 1953, an application at Docket No. G—2320, pursuant to Section 
7 (a) of the Natural Gas Act for an order directing Natural to sell and deliver 
to Iowa Electric a daily contract quantity of 1,737 Mcf of natural gas, which 
Applicant, Iowa Electric, initially proposed to ultimately distribute in the com- 
munities of Villisca and Clarinda. Thereafter, on April 19, 1954, Iowa Electric 
filed an amendment to its application of November 25, 1953, whereby it re- 
quested that the entire amount of natural gas referred to in its original appli- 
eation, be allocated for service in Clarinda, Iowa, deferring any allocation for 
the present to Villisca, Iowa. 

After due notice, pursuant to the Commission’s order issued herein on 
March 17, 1954, a public hearing was held in Washington, D. C., on May 19, 1954, 
respecting the matters involved and the issues presented by the applications. 

Lateral estimates the cost of its proposed transmission pipeline to be $283,031. 
It proposes to finance such facilities by the issuance of common stock in the 
amount of $300,000, which Iowa Electric by letter agreement dated November 19, 
1953, has agreed to purchase if Lateral’s project is certificated. 

The estimated total maximum peak day and annual firm requirements for all 
purposes are as follows: 

Clarinda, Iowa 


Ist year 2d year 3d year 


Maximum peak day demand (Mcf) . 290 | 1, 760 2,212 
Annual demands (Mcf) * | , 073 | 299, 775 


*Order amended by order issued October 19, 1954, infra, p. 1452. 
2 Lateral is a wholly-owned subsidiary of Iowa Electric Light and Power Company. 
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Iowa Electric is legally authorized to engage and is engaged in the local 
distribution and sale of propane-air gas in the City of Clarinda, Iowa. Its 
existing gas plant, upon the introduction of natural gas in Clarinda, Iowa, will 
be utilized for stand-by and peak-shaving purposes. 

Natural and Texas Illinois have expressed the view that they do not oppose 
the application of Iowa Electric in Docket No. G—2320, and that upon the order 
of the Commission, Texas Illinois will make available to Natural and Natural 
in turn will sell to lowa Electric the amount of gas referred to in said application, 
as set aside by the Commission in Docket No. G-1914, for service to new commu- 
nities along Natural’s system.’ 

Natural has stated that it will make the sales herein authorized to Iowa 
Electric under its second block of its Rate Schedule CD-1 of Natural’s presently 
effective FPC Gas Tariff. 

The Commission finds: 

(1) Natural, a Delaware corporation having its principal place of business in 
Chicago, Illinois, is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is a “natural-gas company” as heretofore 
found by the Commission in its Order of October 13, 1942, at Docket No. G—235, 
3 FPC 830. 

2) It is necessary and desirable in the public interest that Natural be directed 
to sell and deliver natural gas in the volume herein referred to, namely, 1,737 
Mcf per day, as requested in this proceeding (Docket No. G—2320), to Iowa 
Electric for resale in the community of Clarinda. 

(3) To direct Natural to sell and deliver natural gas to Iowa Electric in the 
volume requested, 1,737 Mcf of natural gas per day, for ultimate distribution in 
the community of Clarinda, Iowa, in the manner requested by the latter company 
will not place an undue burden upon Natural, and it will not impair its ability 
to render adequate service to its customers.* 

(4) It is necessary and desirable in the public interest that Natural be 
authorized to deliver natural gas to Lateral for the account of Iowa Blectric 
in the volume of 1,737 Mcf, and transportation by Lateral of such gas for Iowa 
Electric. 

(5) The facilities, which are the subject of Lateral’s application as herein- 
before described, are proposed to be used in the transportation of natural gas in 
interstate commerce subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Lateral are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) Lateral, upon completion of its proposed facilities and commencement of 
the operation thereof, will be engaged in the transportation of natural gas in 
interstate commerce, and will, therefore, be a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(7) Lateral is able and willing to do the acts and to perform the service 
proposed, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(8) The proposed construction and operation of the facilities by Lateral are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 


2 Opinion No. 248 and accompanying order issued April 16, 1953, In the Matter of Teras 
Illinois Natural Gas Pipeline Company, Docket No. G—1914, 12 F. P. C. 45. 

* By separate order this date adopted In the Matter of Tewas Illinois Natural Gas Pipe- 
line Company, Docket No. G—1914, 13 F. P. C. 1182, Texas Illinois has been authorized 
to sell and deliver to Natural an additional maximum daily volume of 1,737 Mcef of natural 
gas. 
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(9) At least 30 days prior to commencement of the operation herein authorized, 
Lateral shall submit a tariff and service agreement, satisfactory to the Com- 
mission, for the proposed transportation of natural gas, such tariff to provide 
that the rates and charges to be made by Lateral and contained in said tariff 
shall not exceed the costs which would result if the proposed facilities were 
owned and operated by Iowa Electric. 

(10) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20), should attach to the certifi- 
eate hereinafter issued, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
shall be completed and in actual operation should be fixed at 6 months from 
the date on which this order issued. 

(11) Counsel for Lateral and Iowa Electric orally moved during the course 
of the hearing for the omission of the intermediate decision procedure, which 
was concurred in by Staff counsel, and such procedure has been omitted, pursuant 
to the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) Natural Gas Pipeline Company of America is hereby ordered to sell up 
to 1,737 Mcf of natural gas per day to the Iowa Electric Light and Power 
Company, Applicant at Docket No. G—2320. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Lateral Gas Pipeline Company, Applicant at Docket No. 
G-2318, to construct and operate the facilities hereinbefore described, all as 
more fully described in the application, as amended, in this proceeding, for the 
transportation of natural gas as therein set forth for the account of the Iowa 
Electric Light and Power Company upon the terms and conditions of this order. 

(C) At least 30 days prior to commencement of the operation herein author- 
ized, Lateral Gas Pipeline Company shall submit a tariff and service agreement 
satisfactory to the Commission, for the proposed transportation of natural gas, 
Such tariff to provide that the rates and charges to be made by Lateral and 
contained in said tariff, shall not exceed the costs which would result if the 
proposed facilities were owned and operated by Iowa Electric Light and Power 
Company. 

(D) This certificate at Docket No. G—2318 shall be accepted in writing, and 
under oath by a responsible official of Lateral Gas Pipeline Company, and the 
general terms and conditions set forth in paragraphs (1), (2), (3) (i), (3) 
(iii), (3) (iv), and (5) of Section 157.20 of the Commission’s Rules and 
Regulations, including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (B) hereof, and to the 
exercise of the rights granted thereunder. 

(E) The time within which the facilities hereby authorized at Docket No. 
G-2318 shall be constructed and placed in actual operation, as provided by para- 
graph (2) of Section 157.20 of the Commission’s Rules of Practice and Procedure, 
is hereby fixed at 6 months from the date on which this order issues. 

(F) Natural Gas Pipeline Company of America shall render the service to 
Iowa Electric Light and Power Company pursuant to the order herein under 
its second block of its Rate Schedule CD-1 of Natural’s effective FPC Gas Tariff. 

(G) Nothing in this order shall be construed as constituting approval by the 
Commission of any rate, charge or classification, or any rule, regulation, contract 
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or practice affecting such rate, charge, or classification; and nothing herein 

shall constitute an acquiescence by the Comm sion in any estimate or deter 

mination of cost or any valuation of property claimed or asserted. 
Commissioner Stueck not participating. 


Order confirming and approving rate schedule 
Bonneville Project, Columbia River, Washington-Oregon 
Docket No. E-6564 


July 15, 1954 


On June 8, 1954, the Assistant Secretary of the Interior, acting for the Bonne- 
ville Power Administration (Bonneville) and the Administrator thereof, filed 
for confirmation and approval by the Federal Power Commission, pursuant to 
the provisions of the Bonneville Act (50 Stat. 731), as amended, rates and 
charges for electric energy provided in a contract between Bonneville and 
California-Pacific Utilities Company (California-Pacific). The contract, which 
expires on August 31, 1973, establishes rates and charges for electric energy to 
be supplied by Bonneville to supplement that purchased by California-Pacific 
for its Eastern Oregon Division from Idaho Power Company. 

The principal provisions of the contract are identical to those of certain other 
contracts of Bonneville with private utilities in the Pacific Northwest which, 
by order of the Commission issued March 18, 1954, in Docket Nos. IT-6087, 
et al., were confirmed and approved, as to the rates and charges provided 
therein, for the interim period ending December 19, 1954. The only variation 
of significance is an additional provision in the California-Pacific contract per- 
mitting the company to cancel the contract within 30 days after notification by 
Bonneville that its supply of power is sufficient to meet the total firm purchased 
power requirements of all companies which purchase power under similar con- 
tracts. It appears that this provision was inserted in the contract because of 
the more rigid billing demand provisions that will become effective at that time, 
which, coupled with a similar provision in the contract between California- 
Pacific and Idaho Power Company, might adversely affect California-Pacific. 

The Commission finds: 

(1) It is appropriate for the purposes of the Bonneville Act that the proposed 
rates and charges for the disposition of Bonneville energy, as set forth in the 
contract referred to above, be confirmed and approved for the interim period 
ending December 19, 1954. 

(2) Orderly administration of the provisions of the Bonneville Act providing 
for the confirmation and approval of proposed rate schedules will be facilitated 
by the filing of a new rate schedule superseding that approved herein, together 
with supporting cost studies and related data, at least 90 days prior to December 
20, 1954. 

The Commission orders: 

The rates and charges in the contract between Bonneville and California- 
Pacific Utilities Company be and they are hereby confirmed and approved for 
application during the interim period ending December 19, 1954. 

Commissioner Stueck not participating. 
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Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-2418 
July 15, 1954 


Texas Eastern Transmission Corporation (Applicant) filed, on May 3, 1954, 
an application, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing Applicant to construct and 
operate (a) a 4%4-inch lateral transmission line, with necessary appurtenances, 
from the Trebloc Field in Chickasaw County, Mississippi, approximately five 
miles to a point of connection at M. P. 79.2 on Applicant’s existing 30-inch 
pipeline, and (b) a 44-inch lateral transmission line, with necessary appurte- 
nances, from the Aberdeen Field in Monroe County, Mississippi, approximately 
five miles to a point of connection at M. P. 79.2 on Applicant’s existing 30-inch 
pipeline. 

Pursuant to Commission order and upon due notice, a public hearing was held 
in Washington, D. C., on July 8, 1954, respecting the matters involved and the 
issues presented by the application. No protest to the granting of the application 
has been received. 

The record shows that Applicant has entered into contracts for the purchase 
of natural gas from (1) the Trebloc Field, Chickasaw County, Mississippi, of 
annual volumes up to 1,861,550 Mcf at 14.73 psia and (2) the Aberdeen Field, 
Monroe County, Mississippi, of annual volumes up to 1,861,550 Mcf at 14.73 psia; 
and that the facilities in question are required for the transportation of such 
volumes of natural gas. 

The facilities in question will cost an estimated sum of $188,000 and are to be 
constructed and operated by Applicant. Under the arrangements of the gas 
purchase contract the cost of facilities will be paid for by deducting 2¢ per Mcf 
from the cost of gas, which is 17¢ per Mcf, until the total cost has been paid, or, in 
the event the contract should terminate before the facilities are paid for, Sellers 
will pay Applicant the unrecovered portion of the construction cost less the 
salvage value. 

The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is engaged in the trans- 
portation and sale for resale of natural gas in interstate commerce by means of 
its natural gas pipelines located in several states, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 10, 1947, Docket No. G—S880, 
6 F. P. C. 148. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce as integral parts of Applicant’s 
existing pipeline system and the construction and operation thereof by Appli- 
cant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Texas Eastern having requested the omission of the intermediate deci- 
sion procedure and all the requirements of the provisions of Section 1.32 (b) 
of the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 
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(5) The proposed construction and operation of facilities by Texas Eastern 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (i), (8) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate facilities for 
the transportation of natural gas, all as more fully described in its application in 
this proceeding, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (8) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation by October 1, 1954. 

Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and. necessity 
El Paso Natural Gas Co. 
Docket No. G—2431 
July 15, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on May 12, 1954, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act authorizing the construction and 
operation of two taps at mile posts 412 and 413, respectively, on Applicant’s ex- 
isting 26-inch main line in Cochise County, Arizona, together with metering and 
regulating equipment, for the transportation and sale of natural gas subject to 
the jurisdiction of the Commission, as described in the application on file with 
the Commission, and open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to the Arizona Public Service Company for resale, to provide energy for engines 
to drive irrigation pumps in the rural areas in Cochise County adjacent to the 
two proposed taps. Applicant will finance the proposed construction out of its 
available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 12, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
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natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
Company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G—-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule B-1 as proposed, or 
any effective superseding Rate Schedule. 

Commissioner Stueck not participating. 


Findings and order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G—2430 


July 15, 1954 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Omaha, Nebraska, filed on May 12, 1954, an 





ORDERS 1191 


application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, requesting authorization for the construction 
and operation of a side gate connection, measuring station, and related facilities 
to enable Applicant to take 17,000 Mcf of natural gas per day from Kerr-McGee 
Oil Industries, Incorporated (Kerr-McGee), as described in said application on 
file with the Commission and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 13, 1954, respecting the matters involved and the issues presented by the 
application. No protest to said application has been received. 

Record shows that Applicant has entered into a contract with Kerr-McGee 
for the purchase of residue gas from the latter’s Portland gasoline plant in 
Gray County, Oklahoma. The price to be paid is 16 cents per Mcf (14.65 psia) 
subject to a provision for price increases if State minimum wellhead prices are 
increased above 10 cents per Mcf. 

The gas supply to be made available will be used solely to provide service 
to existing and authorized customers of Applicant. No increase in system trans- 
mission capacity is proposed. 

The Commission finds: 

{1) Northern Natural Gas Company, a Delaware corporation having its 
principal place of business in Omaha, Nebraska, is engaged in the transporta- 
tion and sale in interstate commerce of natural gas for resale for ultimate public 
consumption, and is therefore a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
April 6, 1943, in Docket No. G—-280, 3 FPC 967. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
actual operation should be fixed at 3 months from the date on which this 
order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Northern Natural Gas Company to construct and 
operate a side gate connection, measuring station and related facilities, all as 
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more fully described in its application in this proceeding, and subject to the 
jurisdiction of the Commission, for the purchase of 17,000 Mcf of natural gas 
per day from Kerr-McGee Oil Industries, Incorporated, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), ¢8) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 3 months from the date on which this order issues. 
Commissioners Draper and Stueck not participating. 


Order denying motion to make effective revised tariff sheets 
Panhandle Eastern Pipe Line Co. 
Docket No. G—2349 
July 15, 1954 


On June 21, 1954, Panhandle Eastern Pipe Line Company (Panhandle) filed 
a motion to make effective First Revised Sheets Nos. 1, 27, 41, and 43-E to its 
FPC Gas Tariff, Original Volume No. 1. These revised tariff sheets would 
eancel Panhandle’s Interruptible Rate Schedules, I-1, I-2, and I-38, which 
schedules are part of the form of tariff prescribed by the Commission in its 
Opinion Nos. 214 and 214—A, In the Matter of Panhandle Eastern Pipe Line Com- 
pany, et al., 10 F. P. C. 185 and 10 F. P. C. 322. 

The Commission’s order issued January 15, 1954, suspending Panhandle’s 
notice of cancellation of its interruptible rate schedules, made reference to 
the certificate of public convenience and necessity issued on May 4, 1950, which 
authorized a major increase in Panhandle’s capacity and was conditioned upon 
Panhandle’s operation of its pipeline under the form of tariff approved by the 
Commission in Opinion Nos. 214 and 214-A. The interruptible rate schedules 
are an integral part of such tariff and the incidents of the service contemplated 
by such rate schedules cannot be avoided by filing a notice of cancellation of the 
schedules. Such a filing would void an affirmative determination and order of 
the Commission. 























The Commission, nevertheless, provided for a hearing on the notice of cancel- 
lation and consolidated it for hearing with those proceedings in Docket Nos. 
G-—2035, etal. The consolidated hearings were completed on May 21, 1954, briefs 
were filed on June 18, 1954 and oral argument was had on June 25, 1954. 

The Commission finds: 

The Commission’s orders accompanying Opinion Nos. 214 and 214-A, In the 
Matter of Panhandle Eastern Pipe Line Company, et al., Docket No. G-1116 et al., 
10 F. P. C. 185 and 10 F. P. C. 322 (1951), requiring that Panhandle operate under 
a form of tariff which includes Interruptible Rate Schedules, I-1, I-2 and I-3 
may not be nullified by a notice of cancellation of such rate schedules. 

The Commission orders: 
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(A) Panhandle’s June 21, 1954, motion to make effective First Revised Sheets 
Nos. 1, 27, 41 and 43—A to its FPC Gas Tariff, Original Volume No. 1 be and the 
same is hereby denied. 

(B) The denial of Panhandle’s motion ordered in Paragraph (A) above is 
without prejudice to final Commission action in this docket. 

Commissioner Stueck not participating. 


Order denying petition to intervene and motion for consolidation 
Texas Gas Pipe Line Corp., Transcontinental Gas Pipe Line Corp. 
Docket Nos. G—2405, G—2406 
July 15, 1954 


Tennessee Gas Transmission Company (Tennessee) on June 30, 1954, filed a 
petition to intervene in the above-entitled proceedings and a motion to consoli- 
date said proceedings with the proceedings in Docket Nos. G—2331, G—2367, 
et al. 

The petition to intervene averred the filing by Texas Gas Pipe Line Corpora- 
tion (Texas Gas) of its application for a certificate of public convenience and 
necessity authorizing construction and operation of certain facilities in the sale 
of gas to Transcontinental Gas Pipe Line Corporation (Transco) at Docket No. 
G-—2405, and the filing by Transco of its application at Docket No. G—2406 for a 
certificate of public convenience and necessity authorizing construction and oper- 
ation of facilitiles necessary to purchase gas from Texas Gas; that the Com- 
mission, by order issued June 23, 1954, consolidated the applications and set the 
same for hearing to commence July 7, 1954; that Tennessee and Transco have 
mutually exclusive applications in Docket Nos. G—2331 and G—2367, respectively ; 
that Transco in Docket No. G—2367 has presented testimony and exhibits relat- 
ing to the gas reserves and deliverability thereof which are the subject of the 
instant proceedings; that Transco relies upon these additional reserves to es- 
tablish adequacy of its gas supply and ability to render the service proposed in 
Docket No. G—2367; that on June 29, 1954, Tennessee moved to strike such evi- 
dence and exhibits from the record, which motion was denied by the Presiding 
txaminer; that by reason of the aforesaid ruling Tennessee will be heard in 
Docket No. G—-2367 only with respect to issue of gas supply and be precluded 
from inquiring into other issues involved in the instant proceedings; that due 
process of law requires intervention be permitted in the instant proceedings ; 
and that the Presiding Examiner in Docket No. G—2367 considered intervention 
an appropriate means for protecting rights of Tennessee. 

Transco and Texas Gas on July 6, 1954, filed a joint answer to the petition, 
averring that (1) Tennessee’s petition was not timely filed; (2) Tennessee had 
actual notice of the applications; (3) Tennessee failed to set forth extraordinary 
circumstances or good cause for its late filing; (4) Tennessee’s petition is a 
procedural device to deprive Transco of the opportunity to supplement its gas 
supply; and (5) Tennessee has already cross-examined a witness presented by 
Transco on other phases of the instant proceeding. 

The motion to consolidate reasserts in substance the averments in the petition 


to intervene. A joint answer to this motion was also filed by Transco and Texas 
Gas. 


The notices of application in the above-entitled matters were published in the 
Federal Register (19 FR 2953), and provided that petitions to intervene were to 
468918—61——78 
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be filed with the Federal Power Commission in accordance with the Rules of 

Practice and Procedure (18 CFR 1.8 or 1.10) on or before June 2, 1954, Docket 
No. G—2406, and June 4, 1954, Docket No. G—2405. 

Section 1.8 (d) of the Rules and Regulations of the Commission provides that: 

Petitions to intervene and notices of intervention shall be filed with the 

Commission within the time provided in any notice of the proceeding or in 

the order fixing date of hearing, but not less than 10 days before the date 

set for the commencement of the hearing, if any, except as otherwise spe- 

cifically permitted by the Commission in extraordinary circumstances for 

good cause shown. 

The petition to intervene was not filed “within the time provided in any notice 
of the proceeding”. Nor was it filed within “10 days before the date set for the 
commencement of the hearing”. Extraordinary circumstances have not been 
averred in support of any request that the petition to intervene be “specifically 
permitted”. Failure to present a timely petition to intervene or to aver circum- 
stances from which “good cause” could be found, requires that the petition to 
intervene be denied. 

Suggestion has been made that due process of law and the “right to a full and 
fair hearing on all issues involved in its competitive consolidated hearings with 
Transco” entitled Tennessee to intervene in the instant proceeding and requires 
consolidation of the proceedings. It is further suggested that the remarks of the 
Presiding Examiner at Docket No. G—2367 should be persuasive. Due process of 
law to which Tennessee is entitled is assured when the Commission has pro- 
vided the procedural machinery whereby asserted rights and interests may be 
protected. Due process of law does not require that a person, having availed 
itself of a method which it believes adequately protects its interests, shall have 
a right to exercise a second or alternative method in the event it is not success- 
ful in the first instance. 

Teanessee did not petition to intervene within the time prescribed by the Com- 
mission. Nor did it see fit to file a timely motion to consolidate. It elected, 
instead, to protect its interests by a motion to strike from the record in Docket 
No. G—2367 all of the testimony and exhibits relating to the gas supply involved 
in the instant proceeding, asserting, as a reason therefor, the absence of a cer- 
tificate of public convenience and necessity by Texas Gas and Transco to sell and 
purchase the volumes of gas in question. Its interest in a determination of the 
sufficiency of the total gas supply of Transco, of which the gas involved in the 
instant proceeding is a part, is fully protected by the ruling of the Presiding 
Examiner in that case to permit full and complete cross-examination regarding 
reserves and the deliverability thereof. Having thus selected the procedural 
machinery by which it endeavored to protect its interests and having refrained 
from in any way taking timely procedural steps which would evidence any 
interest or desire on its part to participate in the instant proceedings, Tennessee 
must be deemed to have effectively waived recourse to intervention and con- 
solidation, and is now estopped from asserting any denial of due process of law. 

The Commission finds: 

(1) The petition of Tennessee to intervene in Docket Nos. G-2405 and G—2406 
has not been filed within the time required by the Commission’s Rules of Prac- 
tice and Procedure, nor have there been averred extraordinary circumstances 
which could establish good cause to permit the late filing. 

(2) Tennessee has not shown that the public interest requires that it should 
be permitted to intervene in Docket Nos. G—2405 and G—2406. 

(3) The public interest does not require that proceedings upon the applica- 
tions at Docket Nos. G-2405 and G-2406 be consolidated with proceedings upon 
the applications at Docket Nos. G-2331, G-2367, et al. 
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The Commission orders: 


(A) The petition of Tennessee to intervene in Docket Nos. G-2405 and 
G-2406, filed on June 30, 1954, in the above-entitled matters be and the same is 
hereby denied. 

(B) The motion of Tennessee to consolidate proceedings at Docket Nos. 
G-2405 and G—2406 with proceedings at Docket Nos. G-2331 and G—2367, et al. 
be and the same is hereby denied. 

Commissioner Stueck not participating. 


Order No. 174 


Regulations governing the filing of rate schedules and applications for certifi- 
cates of public convenience and necessity by producers and gatherers of 
natural gas which are also natural gas companies, and waiver of accounting 
requirements 


Compliance by natural-gas producers and gatherers with certificate and rate 
requirements 


Docket No. R-138 
July 16, 1954* 


All natural-gas companies subject to the Natural Gas Act are required by 
Section 7 thereof to obtain a certificate of public convenience and necessity 
before engaging in or discontinuing any transportation or sale of natural gas 
subject to the jurisdiction of the Commission, and by Section 4 of the Act they 
are required to file schedules showing all rates and charges for any transporta- 
tion or sale subject to the jurisdiction of the Commission. These companies 
are also subject to the jurisdiction of the Commission as to their accounts and 
reports. The decision of the United States Supreme Court on June 7, 1954 in 
Phillips Petroleum Company v. Wisconsin, et al. (347 U. S. 672) holds that per- 
sons engaged in the production and gathering of natural gas but which also 
transport natural gas in interstate commerce or makes sales in interstate com- 
merce for resale are “natural-gas companies” subject to all the requirements 
of the Natural Gas Act. This decision affirms the decision of the United States 
Court of Appeals for the District of Columbia Circuit in Wisconsin v. F. P. C., 
205 F. 2d 705 (May 22, 1953), and reverses the holding of the Commission in 
Opinion No. 217, Phillips Petroleum Company, August 22, 1951, 10 FPC 246, (90 
P. U. R. (NS) 325). 

The rules and regulations heretofore adopted by the Commission pursuant 
to Sections 4 and 7 of the Act have been directed principally to interstate pipeline 
companies. Those producers and gatherers which come within the class found 
by the United States Supreme Court in the Phillips case to be subject to the 
Commission’s jurisdiction should be afforded a reasonable opportunity to com- 
ply with the requirements of the Act to the end that the regulatory objectives 
of Congress may be achieved within the shortest feasible time. Also, in the 
interest of consumers, natural-gas companies and the public generally, practical 
considerations require us to deal with current problems which confront us as a 
consequence of the Court’s decision and a reasonable cut-off date should be fixed 
in order to avoid confusion in attempting to readjust past transactions. There- 


*Superseded by Order No. 174—A issued August 6, 1954, infra, p. 1255. 
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fore, we have determined to provide in the first instance, and subject to our fur- 
ther order, reasonably simple rules and regulations applicable to these com- 
panies. For these and other reasons, good cause exists for making the rules 
and regulations herein adopted effective on less than 30 days’ notice and for 
making such rules and regulations applicable to transactions and operations 
conducted on and after June 7, 1954, the date of the Supreme Court decision in 
the Phillips Petroleum Company case. 

Although the decision of the Supreme Court is, of itself, notice to all “in- 
dependent producers,” as hereinafter defined, of their responsibilities and duties 
under the Natural Gas Act, the Commission recognizes that there may be areas 
of uncertainty and there may be a few situations where independent producers 
have, in good faith, endeavored to invoke a price increase provided in a sales 
contract executed prior to June 7, 1954, or in good faith taken other steps since 
said date without Commission approval which require the same. 

Of course, any action which requires Commission approval under the law is 
not effective without it. The Commission will do all it can to assist in adjust- 
ing any such matters, without unnecessary punitive action, to the end that all 
independent producers will receive like treatment as of June 7, 1954, henceforth. 

Wherefore, in accordance with the foregoing and pursuant to the authority 
vested in it by the Natural Gas Act (52 Stat. 821-833; 15 U. S. C. 717-717w) and 
particularly Sections 4, 7 and 16 thereof (52 Stat. 822, 824, 880; 15 U. 8. C. 
717e, 717f and 717w), and subject to the provisions of Sections 3 and 4 of the 
Administrative Procedure Act (60 Stat. 238; 5 U. S. C. 1002, 1008), the Com- 
mission orders: 

(A) Part 154—Rate Schedules and Tariffs—of Subchapter BE, Regulations 
under the Natural Gas Act, Chapter I of Title 18, Code of Federal Regulations, 
is amended by adding thereto the following new sections reading as follows: 

§ 154.91 “Independent Producer” Defined.—An “independent producer” as that 
term is used in these Rules means any person as defined in the Natural Gas 
Act who is engaged in the production or gathering of natural gas and who trans- 
ports natural gas in interstate commerce or sells natural gas in interstate com- 
merce for resale, but who is not primarily engaged in the operation of an 
interstate pipeline. 

§ 154.92 Filing of Rate Schedules by Producer-Gatherer “Natural-gas Com- 
panies.”—(a) Every independent producer who, on or since June 7, 1954, has 
engaged in the interstate transportation or sale of natural gas subject to the 
jurisdiction of the Commission shall on or before October 1, 1954, file with the 
Commission rate schedules, as defined in Section 154.98 hereof, setting forth 
the terms and conditions of service and all rates and charges for such trans- 
portation or sale effective on June 7, 1954. To each such rate schedule there 
shall be attached a statement showing actual billing for a recent month in suffi- 
cient detail to show how the billing amount is determined. 

(b) Every independent producer who, subsequent to the effective date of these 
rules, proposes to initiate an interstate transportation or sale of natural gas 
subject to the jurisdiction of the Commission to an existing or new customer 
shall file with the Commission not less than 30 days nor more than 60 days prior 
to the date such transportation or sale is proposed to be initiated a rate schedule, 
as defined in Section 154.93 hereof, setting forth the terms and conditions of 
service and all rates and charges for such transportation or sale. To each such 
rate schedule there shall be attached a statement showing estimated sales and 
billing for the first month of service, in sufficient detail to show billing determi- 
nants and prices used. The statement shall also give the proposed date of 
commencement of service. A complete copy of all material shall be furnished to 
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each purchaser under the rate schedule. With each such filing there shall be 
submitted a list of purchasers, State commissions, municipalities or other public 
agencies to whom such material has been mailed. 

§ 154.93 Rate Schedule Defined.—For the purpose of Section 154.91 through 
154.102 hereof “Rate Schedule” shall mean the basic contract and all supple- 
ments or agreements amendatory thereof, effective and applicable on and 
after June 7, 1954, showing the service to be provided and the rates and 
charges, terms, conditions, classifications, practices, rules and regulations affect- 
ing or relating to such rates or charges, applicable to the transportation of 
natural gas in interstate commerce or the sale of natural gas in interstate 
commerce for resale subject to the jurisdiction of the Commission. 

§ 154.94 Changes in Rate Schedules—No change shall be made in any rate, 
charge, or service in effect on and after June 7, 1954, for the interstate trans- 
portation or sale of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission by any independent producer required to file rate sched- 
ules pursuant to Section 154.92 hereof, without first filing a change in rates 
pursuant to Section 4 (d) of the Natural Gas Act and in accordance with this 
section. 

Every change in any rate schedule, rate, charge, classification or service 
effective or applicable to a sale subject to the jurisdiction of the Commission 
as of June 7, 1954, and on file with the Commission, or required to be filed 
pursuant to Section 154.92, or in any rate schedule, rate, charge, classification 
or service effective or applicable to a sale subject to the jurisdiction of the 
Commission initiated subsequent to June 7, 1954, on file with the Commission, 
or required to be filed with the Commission pursuant to Section 154.92 shall 
be filed with the Commission not less than 30 days nor more than 60 days 
prior to the date such change in rate schedule is proposed to be made effective. 

The operation of any provision of the rate schedule providing for future or 
periodic changes in the rate, charge, classification, or service after June 7, 
1954, or the effective date of any rate schedule for initial service after June 
7, 1954, shall constitute a change in rate schedule. 

Any change in any rate schedule, rate, charge, classification, or service pro- 
vided in a rate schedule in effect on June 7, 1954, which by the terms of said 
rate schedule is to be operative after June 7, 1954, but prior to September 15, 
1954, may be filed within said period without thirty days’ prior notice, which 
notice is hereby waived. If the Commission in any case shall find it necessary 
to suspend any such proposed change, the suspension period will begin with 
the designated effective date of such change. 

With each change in rate schedule there shall be submitted reasons, nature 
and basis for the proposed change, and the following information and data: 
(i) the date on which such filing is proposed to be made effective; (ii) a 
comparative statement of sales made and revenues therefrom by months under 
the then effective rate schedule and under the proposed changed rate schedule, 
or rate, charge, classification or service contained therein for the 12 months 
immediately preceding and for the 12 months immediately succeeding the pro- 
posed effective date of the rate schedule tendered for filing. Actual data shall 
be used wherever possible and any estimates shall be so designated and 
explained. The statement shall be subdivided by customers and delivery points 
when more than one is involved. Such data shall show the effect of all billing 
determinants. 

If the proposed change in a rate schedule will result in an increase in a rate 
or charge, there shall also be submitted a full statement in support of such 
increase. A complete copy of all material shall be furnished to each party to 





1198 FEDERAL POWER COMMISSION 


the rate schedule. With each such filing there shall be submitted a list of 
purchasers, State commissions, municipalities or other public agencies to whom 
such material has been mailed. 

§ 154.95 Oral Agreements.—If any rate schedule or change in a rate schedule 
is not in writing, its terms shall be reduced to writing and filed with the Com- 
mission. 

§ 154.96 Filing Date—Filing date means the day on which a rate schedule, 
or a change in rate schedule, is received in the office of the Secretary of the 
Commission in compliance with the requirements of Sections 154.91 through 
154.103 of these Regulations. 

§ 154.97 Cancellation or Termination.—When a rate schedule or part thereof 
is proposed to be cancelled or is to terminate by its own terms and no new rate 
schedule or part thereof is to be filed in its place, the filing company shall 
notify the Commission of the proposed cancellation or termination at least 30 
days prior to the proposed effective date of such cancellation or termination. 
With such notice the company shall submit a statement showing the reasons 
for the cancellation or termination and a certification that such notice of 
eancellation or termination has been served on the affected party or parties, 
together with names of State commissions and interested parties to whom the 
notice has been mailed. 

§ 154.98 Waiver of Notice Requirements.—Upon application and for good 
eause shown, the Commission may by order provide that a rate schedule or 
a change in rate schedule shall be effective on less than 30 days’ notice. The 
Commission upon request and for good cause shown may permit a rate schedule 
or a change in rate schedule to be filed prior to 60 days before the effective 
date. 

§ 154.99 Number of Copies.—Two copies of any rate schedule or part thereof, 
and material relating thereto, and Notices of Cancellation or Termination, sub- 
mitted for filing must be supplied to the Commission. The Commission reserves 
the right to request additional copies. All copies are to be included in a single 
package, insofar as possible, together with a letter of transmittal and other 
material and information required by these rules, addressed to the Secretary 
of the Federal Power Commission, Washington 25, D. C. 

Such letter of transmittal shall contain a complete list of all material being 
filed, properly designated so that each item is easily identifiable. 

§ 154.100 Rejection of Rate Schedules and Material Submitted for Filing.— 
The Commission reserves the right to reject any rate schedule or material sub- 
mitted for filing which fails to comply with the requirements of Sections 154.91 
through 154.103. 

§$ 154.101 Acceptance for Filing not Approval.—Acceptance for filing of any 
rate schedule or part thereof, or of a Notice of Cancellation or Termination, is 
not to be construed as approval by the Commission, nor to serve in lieu of any 
requirements under Section 7 of the Natural Gas Act. 

§ 154.102 Posting—Any company required to file rate schedules pursuant 
to Sections 154.91 through 154.103 shall make such rate schedules available to 
any party for inspection at the company’s main offices during regular business 
hours. 

§ 154.103 Applicability of Sections 154.91 through 154.102.—Sections 154.91 
through 154.102 hereof shall be applicable only to those persons specified in 
Section 154.91 hereof. 

(B) Part 157—Applications for Certificates of Public Convenience and Neces- 
sity under Section 7 of the Natural Gas Act as amended—of Subchapter BE, 
Regulations under the Natural Gas Act, Chapter I of Title 18, Code of Federal 
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Regulations, be amended by adding thereto the following new sections reading 
as follows: 

§ 157.23 Applications for Certificate of Public Convenience and Necessity by 
Independent Producer.—(a) Every independent producer of natural gas who, 
on or since June 7, 1954, has engaged in the interstate transportation or sale of 
natural gas subject to the jurisdiction of the Commission, and who has not 
heretofore obtained from the Commission a certificate of public convenience 
and necessity pursuant to Section 7 of the Natural Gas Act, as amended, shall, 
on or before October 1, 1954, file with the Commission an application in accord- 
ance with Sections 157.24 through 157.28. Independent producers whose sales 
of natural gas subject to the jurisdiction of the Commission amount to less than 
1,000,000 Mcf annually, may, in lieu of the foregoing, file by October 1, 1954 the 
information called for by the attached Exhibit A. Pending action by the 
Commission on an application hereunder, the service for which authorization 
is sought shall be continued. 

(b) No independent producer of natural gas shall, subsequent to the issuance 
of these rules, engage in any new service with respect to the transportation of 
natural gas in interstate commerce or sale of such natural gas for resale in 
interstate commerce subject to the jurisdiction of the Commission without ap- 
proval of the Commission, evidenced by a certificate of public convenience and 
necessity authorizing such transportation or sale, first had and obtained pur- 
suant to this Section; Provided, however, that independent producers whose 
sales of natural gas subject to the jurisdiction of the Commission amount to 
less than 1,000,000 Mcf annually may, in lieu of the foregoing, file the informa- 
tion called for by the attached Exhibit A. In instances where a certificate of 
public convenience and necessity is required of a natural-gas company to enable 
it to receive or purchase natural gas from another natural gas company, the 
applications for certificates of public convenience and necessity shall be filed 
simultaneously. 

§ 157.24 Contents of application—(a) Every application for a certificate of 
public convenience and necessity required under § 157.23 hereof, for continued 
operation based on bona fide operations on June 7, 1954, shall be filed with the 
Commission on or before October 1, 1954, and shall set forth in the order 
indicated the following: 

(1) The exact legal name of the applicant; if the applicant is a corporation, 
the state or territory under the laws of which the applicant is organized, the 
location of applicant’s principal place of business, and the names of all states 
where applicant is authorized to do business. 

(2) The same data required by paragraph (a) of this section with respect to 
any predecessor in interest of the applicant bona fide engaged in the transporta- 
tion or sale of natural gas subject to the jurisdiction of the Commission on 
June 7, 1954. 

(3) The name, title, and post office address of the person to whom correspond- 
ence or communications in regard to the application is to be addressed. Unless 
advised to the contrary, the Commission will serve all notices, orders, and 
other papers, service of which is required, upon the person so named. 

(4) A statement of pertinent facts showing that applicant or a predecessor 
in interest of applicant was a natural-gas company within the meaning of the 
Natural Gas Act and was bona fide engaged in transportation of natural gas 
in interstate commerce or sale of natural gas in interstate commerce for resale 
on June 7, 1954, and that applicant is entitled to a certificate of public con- 
venience and necessity under section 7 (c) of the Natural Gas Act as amended. 
Without limitation upon the requirements of this paragraph, such statement 
shall include a showing of: 
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(i) The sources of the gas (a) produced by applicant or predecessor and (b) 
purchased by applicant or predecessor. In case of gas produced, give the ap- 
proximate location of the fields and the points of delivery, and in the case of 
gas purchased, the names of the sellers and points of delivery. 

(ii) The route or routes of the pipe lines over which such transportation or 
sale of natural gas was accomplished. 

(iii) The committee actually served on June 7, 1954, (a) at wholesale and 
(b) at retail. 

(iv) The names of, and points of delivery to, main line industrial customers 
(i. e., not located within communities under (iii) above) purchasing 25,000 
M. c. f. or more per year. Such main line industrial customers, purchasing 
100,000 M. ec. f. or more per year, shall be given the identifying designations 
I-1, I-2, ete., which designations shall be used in lieu of names on Exhibit B 
of the application. 

(v) Major appurtenant properties and facilities, such as compressor stations, 
gasoline plants, dehydration plants, purification plants, and gas storage projects. 

(b) Notice of the application shall be given by applicant by service of a true 
copy of the application (without the exhibits provided for in § 157.25) upon the 
state regulatory commission, agency, or official having authority to regulate the 
transportation or sale of gas in every state in which applicant operated on 
June 7, 1954, or upon the governor of the state when there is no such state regu- 
latory commission, agency, or official, by delivery of said copy in person or by 
registered mail. 

§ 157.25 Necessary exhibits. There shall be filed with the application as a 
part thereof the following exhibits. Any information required which is already 
on file with the Commission may be incorporated by reference. If applicant is 
unable to file any designated exhibit on or before October 1, 1954, a statement 
setting forth the reasons for such failure should be submitted in lieu of the ap- 
propriate lettered exhibit and a further extension of time for filing the exhibit, 
not to exceed 90 days, may be granted by the Commission. The following re- 
quired exhibits are designed to amplify paragraphs (a) and (b) of § 157.24. 

Exhibit A. If applicant is a corporation, a certified copy or photostat of its 
articles of incorporation and by-laws. 

Exhibit A-1. If applicant is a corporation, certified copies or photostats of 
any and all evidences of domestication in or authorization to do business in any 
state or states other than the state of incorporation involved in the application. 

Exhibit A-2. If applicant is an individual, or group of individuals, satis- 
factory proof of the citizenship of such individual or individuals. 

Exhibit A-3. <A certified copy or photostat of the resolution of the board of 
directors or other similar legal authority authorizing the filing of the application. 

Exhibit B. A general key map of applicant’s facilities in use on June 7, 1954, 
for the production, transportation, or sale of natural gas showing: 

(a) The location of gas fields from which gas is produced by applicant or 
affiliated companies or at which gas is purchased by applicant. 

(b) The location of applicant’s pipe lines and the diameters thereof. 

(c) The points of connection with the facilities or pipe line systems of other 
companies. 

(d) The designation of points of delivery of gas to Applicant’s system. 

(e) The communities served at wholesale and at retail, indicating those 
served at wholesale by a small square and those at retail by a small circle. 

(f) The designation of points of delivery of gas from applicant’s system, in- 
cluding points of delivery to main line industrial customers purchasing 100,000 
M. ce. f.. or more per year. Such main line industrial customers are to be des- 
ignated I-1, I-2, etc. as indicated in § 157.24 (a) (4) (iv). 
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The map should be of sufficient scale and in sufficient detail to show the 
geographical location of the properties. Applicant may be required to furnish 
the Commission with additional alignment or field maps in support of the 
application. 

Every natural-gas company is hereby ordered and required to keep on hand 
in its offices subsidiary alignment and field maps properly marked and main- 
tained showing all the facts required in connection with Exhibit B above with 
sufficient certainty to establish beyond doubt the extent and location of its 
said facilities in use on June 7, 1954, and to be prepared to furnish information 
relative thereto or copies thereof at any time to the Commission. 

Evrhibit C. The applicant may submit as many additional exhibits as may be 
deemed essential for consideration of the application. Such exhibits may be 
identified as Exhibit D, ete., or may be given sub-numbers, such as Exhibit 
B-1, etc., as appropriate. 

§ 157.26 Form of filing—An application under § 157.24 and § 157.25 shall 
be in compliance with §1.15 and §1.17 of this chapter, and in addition the 
original of the application (which shall include the originals of all exhibits 
accompanying said application) shall be verified under oath by a person having 
knowledge of the matters therein set forth. 

§ 157.27 Other information.—The applicant may be required to furnish such 
additional information as the Commission may deem pertinent. 

§ 157.28 Abandonment of Service-——No independent producer as defined in 
Section 154.91 of these Rules shall abandon any sale, transportation or service, 
subject to the jurisdiction of the Commission, being rendered on or since June 
7, 1954 without the express permission and approval of the Commission first had 
and obtained in accordance with Section 7 (b) of the Natural Gas Act. 

§ 157.29 Applicability of Sections 157.23 to 157.28.—Sections 157.23 through 
157.28 hereof shall be applicable only to an independent producer as defined in 
Section 154.91 of these Rules. 

(C) The rules and regulations herein prescribed be and they are hereby made 
effective immediately upon issuance hereof. 

(D) Until the further order of the Commission, the rules and regulations re- 
quiring natural-gas companies to keep and maintain their accounts in accordance 
with the Commission’s Uniform System of Accounts for Natural Gas Companies 
(18 CFR Chapter I, Subchapter F) and to submit reports thereon shall not apply 
to independent producers as defined in Section 154.91. 

(E) The Secretary of the Commission shall cause publication of this order 
to be made in the Federal Register. 

Commissioner Digby dissenting. 

Commissioner Stueck not participating. 


EXHIBIT A 


Suggested Form for Applications for Certificates of Public Convenience and 
Necessity by Class B Independent Producers? 


(1) Name of Applicant— 
(2) State of Organization 
(3) Location of Principal Place of Business_..._....--..._...._.--......_-_- 
(4) Names of States in Which Authorized to do Business___.._._.____._____-_ 


1 Independent producers defined in section 154.91 as transporting in interstate commerce 
or selling in interstate commerce for resale a total of less than 1,000,000 Mcf per year 
of natural gas. 
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(5) Person Responsible for Application : 
(a) Name and Title 
Ce Re sai icsicasiitt icing niente ger tintin itednlienianialiaaaail 
(6) Description of Facilities Used for Operations for Which Certificate is Re- 
quested (where applicable). 
(a) Pipelines. 
(i) Location 
(ii) Length and diameter 
(iii) Capacity (Mcf daily) 
(b) Compressor Stations. 
(i) Location 
(ii) Horsepower 
(iii) Capacity (Mcf daily) 
(c) Gasoline Plants. 
(i) Location 
(ii) Capacity (Mcf daily) 
(d) Dehydration Plants. 
(i) Location 
(ii) Capacity (Mcf daily) 
(e) Purification Plants. 
(i) Location 
(ii) Capacity (Mcf daily) 
(f) Storage Projects. 
(i) Location 
(ii) Maximum volumes that can be stored Mcf 
Gas Supply. 
(a) Own Production: 
(i) Name and location of field 
(ii) Acreage controiled.._............... 
(iii) Estimated gas reserve in place 
(b) Gas Purchased: 
(i) Name of seller 
(ii) Name and location of field 
(iii) Estimated gas reserve in place 
(iv) Point of delivery to applicant ; 
Gas Sales or Transportation Contracts (for each contract) 
(a) Name of purchaser 
(b) Point of delivery 
(c) Contract volumes Mcf (daily or annually), indicating pressure base___ 


(d) Price at time of filing 

(e) Date of contract 

(f) Term of contract 

(g) Special conditions (if any) 


Diesy, Commissioner, dissenting: 

I find it necessary to dissent from the conclusions by the majority of the 
Commission in connection with Order No. 174 dealing with the Commission’s 
regulation of independent producers and gatherers of natural gas as defined in 


said Order and occasioned by the decree of the United States Supreme Court in 
the Phillips case. 


2 Contracts on file as rate schedules mny be incorporated by reference. 
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In approaching our responsibilities in connection with the added jurisdiction 
of the Federal Power Commission over producers and gatherers of gas as out- 
lined in the recent Supreme Court decision, it should be realized that we are 
dealing with the seventh largest industry in this country and that millions of 
consumers may be directly affected by our approach to this matter. 

It is my opinion that the majority of the Commission has exceeded its rule- 
making authority in adopting this er parte and unilateral order. The effect of 
this order will not only fix rates retroactively to June 7, 1954, but will in many 
instances have the effect of reducing rates or prices of producers which have 
increased under their sales contracts since June 7, 1954. Any retroactive date 
is arbitrary. There would be as much sanction in law for making these regula- 
tions retroactive to the effective date of the Natural Gas Act in 1938 as any 
other retroactive date. This, in my opinion, is in violation of the express 
provisions of the Natural Gas Act which prohibits the fixing of rates retro- 
actively. I also feel that the Order may have the effect of depriving the 
producers of the provisions of Section 4 of the Natural Gas Act. Under Section 
4 of the Natural Gas Act, a natural-gas company may file an increased rate 
with the Commission, which rate can be suspended by the Commission for a 
period not to exceed five months after which time the company may collect the 
increased rate under bond awaiting a final determination by the Commission. 
In freezing the producer’s rate as of June 7, 1954, they are deprived of any 
opportunity to file as an original rate schedule a sales contract in which the 
price of gas has increased since June 7, 1954. Further, original tariffs or rates 
cannot be suspended by the Commission and the company is entitled under 
the law to collect the filed rate at least until after an investigation by the 
Commission with a final determination concerning the rate. In these particulars, 
at least, it is my opinion that the Order adopted by the majority of the Com- 
mission may deprive independent producers, as defined in that Order, of their 
right of due process of law. The Order adopted by the majority of the Com- 
mission requires all independent producers who were selling gas into interstate 
commerce on June 7, 1954, to file with the Commission their sales contracts as of 
June 7, 1954. The Order further requires all of these producers to make appli- 
cation to the Commission for certificates of public convenience and necessity 
authorizing each and every separate sale in interstate commerce. It has been 
repeatedly stated that there are 2,300 such independent producers. Most of 
these producers who are selling gas in interstate commerce will have an 
average of three separate sales which would require a minimum of 6,000 appli- 
cations for certificates of public convenience and necessity to be filed with the 
Federal Power Commission not later than October 1, 1954, and this in addition 
to the filing of all sales contracts under the rate provisions of the Order. From 
the records on file with this Commission, it appears that about 80% of all the 
gas being sold in interstate commerce is sold by approximately 61 companies 
and that the remaining 20% is sold by over 2,000 small producers in twenty 
States. It seems to me that a more prudent approach to our regulatory responsi- 
bility would call for the institution of separate proceedings in connection with 
the 61 companies selling 80% of the natural gas with the right afforded to 
these companies of a public hearing under an order dealing with the rights 
of the parties in a prospective manner and not imposing regulations retroactively. 
By requiring the immediate filing of rate schedules and applications for 
certificates of public convenience and necessity authorizing each sale, I fear 
the Commission will be unable to see the forest for the trees. I do not suggest 
that the smaller producers be excused from regulation but I certainly would 
insist that the rules of the Commission be greatly simplified insofar as they 
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are concerned and that ample time be given to these small producers to orderly 
comply with the Commission’s regulations. I would give serious consideration 
to a grandfather clause qualification for these producers. I personally know 
that very few, if any, of the independent producers will have any understanding 
of their duties after reading the Order by the majority of the Commission. 
I also know it will be almost impossible for them to secure the services of 
attorneys who are in a position to tell them what to do without first making 
a thorough study and research concerning the Commission’s rules and regula- 
tions which are very voluminous and greatly in need of revision and compiling. 

Under the majority opinion, no producer’s price can be increased after June 7, 
1954, without a proceeding before the Commission. Our records here disclose 
that some transmission companies are purchasing gas from producers under 
firm contracts which contain provisions of one kind or another for the increase 
in the price of gas which has become effective or will become effective after 
June 7, 1954, and before any opportunity can be afforded for the Commission to 
consider a producer’s application to increase his rate to the transmission 
company. For instance, the Texas State Producing Tax becomes effective, 
according to my information, on September 1, 1954. Most purchase contracts 
of transmission companies provide for the payment by the purchaser of all 
or a part of this additional tax. Under the Order, the transmission company 
will be faced with the problem of paying the additional price and running the 
risk of never recovering it or refusing to pay it and run the risk of having its 
gas cut off for the non-payment of the purchase price. Of course, if this should 
be done, the transmission company would be faced with lawsuits by distributors 
to whom they are selling under firm contracts. All of these conditions could 
be properly taken care of by an order approving all existing firm sales contracts 
made in good faith and at arm’s-length up to and including a future date of, 
say, October 15, 1954. This would give an opportunity to have both the pro- 
ducer and the transmission company before the Commission on the matter of 
price regulation concurrently and would eliminate many hardships and problems 
which, in my opinion, are unnecessary. This policy would simply be to continue 
for the purpose of securing good regulation the same policy which has existed 
since the adoption of the Natural Gas Act in 1938 and certainly an additional 
60 or 90 days under the same rules and regulations which have prevailed in 
the past would be a small price to pay for an opportunity to approach this 
greatly enlarged regulation with thought and consideration. 

Section 157.23 (a) of the Order makes mandatory upon all producers who 
were selling gas in interstate commerce on June 7, 1954, the obligation to apply 
to the Federal Power Commission for a certificate of public convenience and 
necessity to authorize such sale. In this connection, I would like to call 
attention to the fact that the Natural Gas Act, when passed by Congress, 
provided for a period within which any natural-gas company, as defined by the 
Act, could withdraw from its activities, or, in the absence of such withdrawal, 
should apply for a certificate of public convenience and necessity. Also, Rule 
1.7 (c) of the Commission’s regulations provides for a declaratory proceeding 
for the determination of the question of jurisdiction. This Order not only 
refuses an opportunity to the producer to withdraw from any transaction which 
makes him a natural-gas company but makes the Order retroactive to June 7, 
1954, and, in my opinion, is in violation of the purpose and intention of Congress 
in adopting the Natural Gas Act. I further feel that Section 7 (b) of the 
Natural Gas Act, dealing with abandonment, may be subject to the interpreta- 
tion that the abandonment which cannot be made without first obtaining a 
certificate therefor is the abandonment of facilities which have been certificated 
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or the abandonment of services through such facilities. It is certainly indis- 
putable that the provisions of this section of the Natural Gas Act and its 
treatment in Section 157.24 of the Order adopted by the majority of the 
Commission is subject to great doubt and deserves a determination after the 
interested parties have been given a chance to be heard. Section 157.24 of the 
Commission’s Order makes a determination of this legal issue retroactively 
and without giving an opportunity to the interested parties to be heard on the 
subject. There is a strong possibility that this Order violates the due process 
clause of the Fourteenth Amendment of the Constitution, as well as the contract 
clause of Section 10, Article 1, of the Constitution. 

It is my considered opinion that the majority of the Commission has permitted 
good intentions and plausible purposes with reference to immediate and positive 
action to lead them into error. 


Order cancelling certificate of public convenience and necessity 
The Manufacturers Light and Heat Co. and Cumberland and Allegheny Gas Co. 
Docket No. G—2060 
July 16, 1954 


The Commission, on March 23, 1953, 12 FPC 885, issued a certificate of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, author- 
izing the acquisition and operation by The Manufacturers Light and Heat 
Company (Manufacturers) of each and all of the facilities of Cumberland and 
Allegheny Gas Company (Cumberland) subject to the jurisdiction of the Com- 
mission, and authorizing Cumberland to discontinue all natural-gas transmission 
services and operations and to abandon its facilities subject to the jurisdiction 
of the Commission. Attached to the exercise of the rights granted under said 
certificate was a condition that such acquisition shall be completed and operation 
of said facilities shall be actually undertaken and regularly performed by 
Manufacturers within one year from the date of issuance of said order. 

Manufacturers and Cumberland, on May 27, 1954, filed a joint motion herein 
requesting that the Commission cancel said certificate of public convenience 
and necessity. In said motion it is alleged that after issuance of the order of the 
Commission both Manufacturers and Cumberland re-examined the proposed plan 
of acquisition in the light of a subsequent change in conditions, and were mutually 
agreed that the desirability and economics of said plan were affected by such 
change to an extent warranting its abandonment at this time. 

It is further alleged in said joint motion that as a result of said agreement, 
Manufacturers did not acquire the facilities authorized to be acquired by it in 
said order within the time provided by said condition. Manufacturers, by letter 
dated February 4, 1954, advised the Commission that its plan of acquisition had 
been abandoned. 

Due notice of the filing of said joint motion has been given, including publica- 
tion in the Federal Register on June 19, 1954 (19 FR 3784). No protest to the 
granting of said motion has been received. 

The Commission finds: 

It is appropriate for carrying out the provisions of the Natural Gas Act, and 
good cause exists for granting said motion filed on May 27, 1954, by Manufacturers 
and Cumberland, and for cancellation of the certificate hereinbefore referred to. 

The Commission orders: 

The certificate of public convenience and necessity heretofore issued by the 
Commission’s order in Docket No. G—2060, issued on March 23, 1953, authorizing 





1206 FEDERAL POWER COMMISSION 





the acquisition by The Manufacturers Light and Heat Company of the natural- 
gas transmission facilities of Cumberland and Allegheny Gas Company subject 
to the jurisdiction of the Commission, all as more fully described in said order 


and the appendix thereto, be and the same hereby is cancelled and declared to 
be of no force or effect. 


Commissioner Stueck not participating. 


Findings and order permitting and approving abandonment 
United Gas Pipe Line Co. 
Docket No. G—2391 


July 16,1954 









United Gas Pipe Line Company (United), a Delaware corporation having 
its principal place of business at Shreveport, Louisiana, filed, on March 16, 1954, 
an application pursuant to the provisions of Section 7 (b) of the Natural Gas 
Act, for permission and approval to abandon and remove pipe connections at- 
taching a 2,200 hp transmission compressor station located in the Carthage 
Gas Field, Panola County, Texas, to its Sterlington 24-inch line. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 1 and July 8, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

United purchases gas from its affiliate, United Gas Production Company, in 
the Carthage Field. The record shows that the decline in the pressures of the 
various wells located in the field makes it necessary to reduce the operating pres- 
sure of United’s system in that field to enable United to obtain the volumes of 
gas available to it. The reduction in operating pressure requires the installa- 
tion of compressor facilities in order to enable United to continue to deliver 
gas into its main transmission system at pressures of approximately 1,000 
pounds per square inch. The record further shows that the existing transmission 
compressor station is no longer necessary to effective operation of United’s 
Sterlington line. United accordingly proposes to remove the pipes connecting 
the station with the Sterlington line and to use the station as a part of its 
new field compressor facilities. Cost of removal of the existing station piping 
connections will be defrayed by United from current working funds. 

In its application, United contends that, upon completion of removal of the 
existing pipe connections with its Sterlington 24-inch line, the compressor station 
“will cease to be used as a main line transmission compressor station, subject to 
the jurisdiction of the Commission.” The facts of record in this proceeding are 
insufficient to warrant any finding with respect to the continued jurisdiction 
of the Commission over the future operation of the compressor station as pro- 
posed by United, and the order herein makes no determination concerning such 
jurisdiction. 

The Commission finds: 

(1) United, a Delaware corporation with its principal office at Shreveport, 
La., is engaged in the transportation and sale for resale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, by means of 
natural-gas pipelines located in several States, and is, therefore, a ‘‘natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of November 10, 1942, Docket No. G—232. 
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(2) The facilities which are proposed to be removed have been used for the 
transportation of natural gas in interstate commerce as an integral part of 
United’s existing natural-gas system and the removal thereof by United is subject 
to the requirements of subsection (b) of Section 7 of the Natural Gas Act. 

(3) Public convenience and necessity permit the proposed removal by United 
and an order authorizing and approving the same should be made as hereinafter 
ordered and conditioned. 

(4) United having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.82 (b) of the 
Commission’s rules of practice and procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
i\nal decision in these proceedings. 

The Commission orders: 

(A) Permission and approval be and the same are hereby granted to United 
to remove the facilities more fully described in its application in Docket No. 
G-2291. 

(B) United shall report to the Commission, in writing and under oath, the 
effective date of the removal of such facilities. 

Commissioner Stueck not participating. 


Interim aliocation of costs 
Eklutna Project, Alaska 
Docket No. E—6544 


July 19, 1954 


The Congress, by the Act of July 31, 1950 (64 Stat. 382) as amended by the 
Act of August 18, 1953 (67 Stat. 574) authorized the Secretary of the Interior 
to construct, operate and maintain the Eklutna project in the vicinity of An- 
chorage, Alaska, “. ..in order to encourage and promote the economic de- 
velopment of the Territory of Alaska, to foster the establishment of essential 
industries in said Territory, and to further the self-sufficiency of national defense 


” 


installations located therein... The project will consist of a low dam at 
Lake Eklutna, a diversion tunnel and penstock, a power plant with an installed 
eapacity of 30,000 kilowatts made up of two units rated at 15,000 kilowatts each, 
transmission lines to Anchorage and other load centers, and related works. 

Section 1 of the enabling act referred to above provides in part as follows: 

... The capital investment properly allocable to each unit of said pro- 
ject, as determined by the Federal Power Commission, shall be amortized 
over a reasonable period of years, and interest shall be charged on the un- 
amortized balance of the full capital investment in said project at a rate of 
2% per centum per annum and shall be covered into the Treasury of the 
United States to the credit of miscellaneous receipts. 

The reference to an allocation “to each unit of said project” appears to come 
from predecessor bills relating to this project in which a development including 
additional units and the use of water resources for several purposes was contem- 
plated. However, such a development was not undertaken, and the Eklutna 
project as finally authorized is a single-purpose project for the development of 
hydroelectric power and all costs thereof are, accordingly, properly allocable to 
the power development. 
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Construction of the Eklutna project has been in progress since sometime during 
the fiscal year 1951 by the Bureau of Reclamation pursuant to authority dele- 
gated to it by the Secretary of Interior, and is expected to be completed by the 
end of the fiscal year 1955. According to present schedules, the first generating 
unit will begin operation about November 1, 1954, and the second generating 
unit about December 31, 1954. 

The Secretary of Interior, through the Bureau of Reclamation, has advised the 
Commission of the need for an allocation of Eklutna project costs to power prior 
to the completion of the project, in order that the results of such an allocation 
will be available in determining the rates at which power from the Eklutna 
project must be sold. 

The Bureau of Reclamation has recently supplied the Commission with a state- 
ment of project expenditures through June 30, 1953, together with estimates of 
costs necessary to complete the project. 

The Commission staff has analyzed all available data relating to the Eklutna 
project and in regard thereto has conferred with representatives of the Bureau 
of Reclamation. On the basis of these studies the Commission’s Bureau of Power 
has prepared and submitted a report, dated July 7, 1954, on “Interim Allocation 
Costs to Power Development, Eklutna Project, Alaska.” 

The Commission having considered the matters hereinabove recited and other 
pertinent data relating to the Eklutna project, together with the provisions of 
the applicable statutes, finds: 

After taking into account interest during construction at the rate of 24% 
per annum, the capital investment properly allocable to the Eklutna power de- 
velopment will approximate $30,700,000. 

Upon consideration of the above finding and the report of the Bureau of 
Power, dated July 7, 1954, a copy of which is attached hereto,* and in the light 
of the provisions of the Act of July 31, 1950, as amended by the Act of August 13, 
1953, referred to above, the Commission makes the following determination with 
respect to the allocation of Eklutna project costs to power: 

The allocation of the Eklutna project costs to power is $30,700,000 and this 
sum shall be used on an interim basis for amortization of the capital investment 
in the project, pending submission of final cost data and the Commission’s final 
determination thereon of the capital investment allocable to power. 

Commissioner Stueck not participating. 


Order issuing new license (minor part) 
Wells Power Co. 
Project No. 848 


July 20, 1954 


Application was filed January 18, 1954, by Wells Power Company, Wells, 
Nevada, for a minor-part license under the Federal Power Act (hereinafter 
referred to as the Act) for parts of a complete hydroelectric development, hereto- 
fore licensed as minor Project No. 848, located on Trout Creek in Elko County, 
Nevada, and affecting lands of the United States comprised of vacant public 
lands and lands within the Humboldt National Forest. Applicant’s minor 
license expired December 13, 1953. 


*Attachment to this order not printed. 
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The minor-part project consists of : 

(a) Lands of the United States constituting the project area and inclosed by 
the project boundary or the limits of which are otherwise defined. 

(b) The following parts of the project works located thereon comprising 
2,680 feet of timber flume, 3,570 feet of the ditch and steel pipe conduit, and 
2.067 miles of the 6.6-kv transmission line extending to Wells. 

The project lands and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as: 

Echibit C-F: Sheets 1 and 2 (FPC Nos. 848-1 and -2) Maps showing project 
area and project boundary of lands occupied by open ditch, steel pipe conduit 
and transmission line, filed August 20, 1928. 

Evhibit F: (FPC No. 848-3) Map showing project area and project boundary 
of land occupied by timber flume, filed June 7, 1938. 

Evhibit G: One typewritten sheet giving a general description of mechanical, 
electrical and transmission equipment, filed June 13, 1928. 

The Chief, Forest Service, reported no objection to the issuance of license 
provided it contained the standard conditions for the protection and utilization 
of National Forest land and resources. The Department of the Interior through 
an Assistant Secretary and the Public Service Commission of Nevada have also 
reported favorably on the application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State 
of Nevada and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a minor-part license for the minor parts of the project. 

(2) No conflicting application is before the Commission. 

(3) The minor parts of the project do not affect any Government dam, nor 
will the issuance of a minor-part license therefor, as hereinafter provided, affect 
the development of any water resources for public purposes which should be 
undertaken by the United States itself. 

(4) A minor-part license subject to and containing conditions as hereinafter 
provided will not interfere or be inconsistent with any reservation or withdrawal 
of public lands and will not interfere or be inconsistent with the purpose for 
which the Humboldt National Forest was created or acquired. 

(5) The amount of annual charges to be paid by the licensee under the 
minor-part license for the purpose of reimbursing the United States for the 
costs of administration of Part I of the Act, and for recompensing it for the 
use, occupancy, and enjoyment of its lands, including the transmission line 
right-of-way, is reasonable as hereinafter fixed and specified. 

(6) The exhibits designated and described in the second paragraph of this 
order conform with the Commission’s rules and regulations and should be 
approved as part of the minor-part license. 

(7) The parts of the project affecting the lands of the United States involved 
are minor parts only of a complete project. 

(8) It will be in the public interest to waive the following terms and condi- 
tions of Part I of the Act: 

Sections 4 (b), except the second section thereof; 4 (e), insofar as it relates 
to approval of plans by the Chief of Engineers and the Secretary of the Army 
and to public notice; 6, insofar as it relates to public notice and to the acceptance 
and expression in the license of those terms and conditions of the Act which 
are hereinbefore or hereinafter waived; 10 (a); 10 (c), insofar as it relates to 
depreciation reserves; 10 (d); 10 (f); 11; 12; 14, except insofar as the power 
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of condemnation is reserved ; 15; 18; 19; 20; 22; and 23 (a), insofar as it relates 
to the determination of fair value. 

The Commission orders: 

(A) This minor-part license is issued under Sections 4 (e) and 10 (i) of the 
Act to Wells Power Company, Wells, Nevada (hereinafter referred to as the 
Licensee), for a period of 20 years, effective as of December 14, 1953, for the 
continued operation and maintenance of minor-part Project No. 848, subject to 
the terms and conditions of the Act which is hereby incorporated by reference as 
a part of this license (except that the terms and conditions of Part I of the Act 
referred to in finding (8) above are hereby waived to the extent therein speci- 
fied), and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 

(B) The exhibits referred to in paragraph (6) above are approved as part of 
this license. 

(C) This license is also subject to the terms and conditions set forth in Form 
L-8 (December 15, 1958), 14 F. P. C. 974, entitled “Terms and Conditions of 
License for Minor-Part Project (Transmission Line) Affecting Lands of the 
United States” with the exception of Article 7 thereof, which terms and condi- 
tions are attached hereto and made a part hereof; and subject to the following 
special conditions set forth herein as additional articles: 

Article 15. The Licensee shall clear and keep clear to an adequate width 
lands of the United States along open conduits and electric power lines, and 
shall dispose of all temporary structures, unused timber, brush, refuse, or in- 
flammable material resulting from the clearing of the lands or from the mainte- 
nance of the project works. The clearing of the lands and the disposal of the 
material shall be done with due diligence and to the satisfaction of the author- 
ized representative of the Commission. 

Article 16. The Licensee shall pay to the United States the following annual 
charges : 

(a) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, $10.00. 

(b) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, excluding those used only for transmission 
line right-of-way, $28.70. 

(c) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands used only for transmission-line right-of-way, 
$16.54. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Commissioner Stueck not participating. 


Order approving transfer of license (minor) 
Louis Miller, Verna M. Miller and B. G. Roberts 
Project No. 2023 
July 20, 1954 


Joint application was filed on May 27, 1954, by Louis Miller and Verna M. 
Miller, licensees for minor Project No. 2023, and B. G. Roberts, of Lucerne, 
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Washington, for approval of transfer of the license for the project from the 
former to the latter. The project is located on Railroad Creek, a tributary of 
Lake ,Chelan, in Chelan County, Washington, and affects lands of the United 
States in unsurveyed T. 31 N., R. 18 E., Willamette Meridian, Washington, 
within the Chelan National Forest. 

The Commission finds: 

(1) The proposed transferee of the license is a citizen of the United States, 
and has submitted satisfactory evidence of compliance with the requirements 
of all applicable State laws insofar as necessary for the operation of the 
project. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

(3) The licensees have paid the annual charges under the license through 
December 31, 1953. 

The Commission orders: 

(A) The transfer of the license for minor Project No. 2023 from Louis Miller 
and Verna M. Miller to B. G. Roberts is hereby approved, effective as of Jan- 
uary 1, 1954, subject to the provisions of Section 9.3 of the Commission’s regu- 
lations under the Federal Power Act. 

(B) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 318 (a) of the 
Act, and failure to file such an application shall constitute acceptance by B. G. 
Roberts of the license for Project No. 2023. In acknowledgment of the ac- 
ceptance of the license, this instrument shall be signed by the new licensee, 
and returned to the Commission within 60 days from the date of issuance of 
this order. 

Commissioner Stueck not participating. 


Findings and order issuing license (major) 
Green Mountain Power Corp. 
Project No. 2090 and Docket No. E-6263 


July 20, 1954* 


Application was filed July 31, 1951, and supplemented March 17, 1954, by 
Green Mountain Power Corporation, of Montpelier, Vermont, for a license 
under the Federal Power Act (hereinafter referred to as the Act) for a pro- 
posed hydroelectric development, known as the Waterbury project, to be located 
on the Waterbury (Little) River, in Washington County, Vermont. 

On January 19, 1950, the applicant filed a declaration of intention (Docket 
No. B-6263) under the provisions of Section 23 (b) of the Act to construct the 
proposed project. By letter dated June 14, 1951, the applicant was advised 
that after thorough and careful examination and study, the staff proposed to 
recommend that the Commission find that the Waterbury Dam is a “Govern- 
ment dam” within the meaning of Section 3 (10) of the Act, and the Applicant’s 
attention was directed to Section 23 (b) of the Act which declares that it shall 
be unlawful for any person for the purpose of developing electric power to 
construct a powerhouse or other works incidental thereto, or to utilize the 
surplus water or water power from any Government dam except under and 
in accordance with the terms of a permit or a license granted pursuant to it. 


*Findings modified by order issued August 18, 1954, infra, p. 1321. 
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The Waterbury River rises in the Town of Morristown in Lamoille County, 
Vermont, and flows in a general southerly direction where it becomes tributary 
to the Winooski River at mile 42.0 about 2 miles northwesterly from the village 
of Waterbury. The total length of the river is 15 miles and its average slope 
is about 22.7 feet per mile. The Winooski River lies wholly within the State 
of Vermont. It has a total length of 90 miles and flows northwesterly through 
Washington and Chittenden Counties to Lake Champlain which it enters about 
4 miles north of the City of Burlington, Vermont. 

It appears that by the year 1934 most of the land along the valley of the 
Waterbury River was under the control of the applicant, and in view of an 
agreement made on March 14, 1935, between the United States and the State 
of Vermont, under which the United States agreed to initiate construction of 
Waterbury dam and the state agreed to contribute lands, easements, and rights- 
of-way necessary in connection with construction of the dam, the applicant 
on May 27, 1935, deeded title to certain lands to the State of Vermont and re- 
served to itself water power rights and privileges beyond the requirements of 
flood control, provided construction was started within one year as set forth 
in House Document 785 (7ist Congress, 3rd Session) and be substantially com- 
pleted within a further period of six years. 

It further appears that on May 13, 1937, the State of Vermont quitclaim 
deeded the properties back to the applicant, but four days later, on May 17, 
1937, the applicant again deeded the properties back to the State and again 
reserved to itself all of the rights it had in the waters of the Waterbury River 
for the generation of power, the right to build power projects, and to change 
the Waterbury Dam and gates to make same suitable for power operation, and 
to store water and operate such project for power at or below the storage eleva- 
tion of 592 feet. Above elevation 592 feet, no change was to be made without 
the approval of the Chief of Engineers, United States Army, and reservoir op- 
erations above 592 feet were subservient to flood control purposes by the State 
of Vermont. 

The Waterbury Dam was completed in 1938 pursuant to the aforementioned 
agreement of March 14, 1935, between the United States and the State of Ver- 
mont, as modified by a supplemental agreement dated June 1, 1937, which 
provided that the State would also maintain and operate the completed struc- 
ture in accordance with regulations prescribed by the Chief of Engineers with 
flood control as the primary purpose. Construction of the dam was accom- 
plished by personnel of the Civilian Conservation Corps under the supervision 
of the United States Corps of Engineers in general accordance with the plans 
and descriptions contained in House Document 785. 

The applicant’s proposed project would consist of : 

(a) All lands constituting the project area and enclosed by a project boundary 
or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned by the applicant or by the United States, such 
project boundary being generally shown and described by certain exhibits which 
formed part of the application for license and which is designated and described 
as follows: 

Evhibit J-1: Sheet 1 (FPC No. 2090-1), General map of transmission system. 

Evhibit J-2: Sheet 1 (FPC No. 2090-2), General map of project area. 

(b) All project works consisting principally of: A powerhouse adjoining the 
existing valve house at the foot of the constructed Waterbury flood control dam 
and containing a 7,900-horsepower turbine connected to a 6,900-kilovolt ampere 
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generator, with necessary equipment and controls; a substation; a 33-kilovolt 
transmission line about 4 miles long to the applicant’s Waterbury switching 
station; and appurtenant facilities; the location, nature and character of which 
are more specifically shown by the exhibits hereinbefore cited and by certain 
other exhibits which also formed part of the application for license and which 
are designated and described as follows: 

Evrhibit L: Sheet 1 (FPC No. 2090-8), General layout of dam; Sheet 2 (FPC 
No. 2090-4), Details of powerhouse. 

Evhibit M: General descriptions of mechanical, electrical and transmission 
equipment, filed July 31, 1951. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which is necessary or appropriate in the maintenance or opera- 
tion of the project. 

The Secretary of the Army and the Chief of Engineers and the Secretary of 
the Interior have reported favorably on the application as hereinafter provided. 
The Public Service Commission of the State of Vermont was notified of the 
application. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Vermont and has submitted satisfactory evidence of compliance with the require- 
ments of all applicable State laws insofar as necessary to effect the purposes of a 
license for the project. ‘ 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The applicant has submitted satisfactory evidence of its financial ability 
to construct the project. 

(4) The Waterbury Dam was constructed and is owned by the United States 
and is, therefore, a “Government dam” within the definition of Section 3 (10) of 
the Act. 

(5) The proposed Waterbury project would utilize the surplus water or water 
power from a Government dam within the meaning of Section 4 (e) of the Act. 

(6) The issuance of a license for the project as hereinafter provided will not 
effect the development of any water resources for public purposes which should 
be undertaken by the United States itself. 

(7) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-power development, and for 
other beneficial public uses, including recreational purposes. 

(8) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the annual administrative 
charge is 7,360 horsepower, and the energy generated thereby will be used for 
public-utility purposes. 

(9) The amount of annual charges to be paid under the license for the purposes 
of reimbursing the United States for the costs of administration of Part I of 
the Act is reasonable as hereinafter fixed and specified. 

(10) The amount of annual charges for the use of the Government dam 
shall be as hereafter determined by the Commission upon notice and opportunity 
for public hearing thereon. 
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(11) In accordance with Section 10 (d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to be 
paid into and held in amortization reserves, are reasonable as hereinafter 
specified. 

(12) The 6,000-kva substation at the Waterbury hydroelectric plant and the 
4-mile, 33-kv transmission line from the substation to the Waterbury switching 
station are parts of the project within. the meaning of Section 3 (11) of the 
Act, and should be included in the license for the project. 

(13) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project, and Exhibits F and K should be filed as 
hereinafter provided. 

The Commission orders: 

(A) This license is issued to Green Mountain Power Corporation under Section 
4 (e) of the Act for a period of 50 years, effective as of September 1, 1951, for 
the construction, operation, and maintenance of Project No. 2090, subject to the 
terms and conditions of the Act which is incorporated by reference as a part 
of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(B) This license is subject also to the following terms and conditions designated 
as articles herein: 

Article 1. The entire project, as described in this order, shall be subject to 
all the provisions, terms, and conditions of the license. 

Article2. Having commenced construction of the project in 1951, the Licensee 
shall in good faith and with due diligence prosecute such construction, and 
shall complete the project and place it in operation on or before June 1, 1954. 

Article 3. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in this order as a part of this license, until such change shall have 
been approved by the Commission: Provided, however, that if the Licensee or 
the Commission deems it necessary or desirable that said approved exhibits, 
or any of them, be changed, there shall be submitted to the Commission for 
approval amended, supplemental, or additional exhibit or exhibits covering the 
proposed changes which, upon approval by the Commission, shall become a part 
of the license and shall supersede, in whole or in part, such exhibit or exhibits 
theretofore made a part of the license as may be specified by the Commission. 

Article 4. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in Article 2 herein or as changed in 
accordance with the provisions of said article. Except when emergency shall 
require for the protection of navigation, life, health, or property, no substantial 
alteration or addition not in conformity with the approved plans shall be made 
to any dam or other project works under the license without the prior approval 
of the Commission; and any emergency alteration or addition so made shall 
thereafter be subject to such modification and change as the Commission may 
direct. Minor changes in the project works or divergence from such approved 
exhibits may be made if such changes will not result in decrease in efficiency, 
in material increase in cost, or in impairment of the general scheme of develop- 
ment; but any of such minor changes made without the prior approval of the 
Commission, which in its judgment have produced or will produce any of such 
results, shall be subject to such alteration as the Commission may direct. The 
Licensee shall comply with such rules and regulations of general or special ap- 
plicability as the Commission may from time to time prescribe for the protection 
of life, health, or property. 
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Article 5. The construction, operation, and maintenance of the prejeet and 
any work incident to additions or alterations shall be subject to the inspection 
and supervision of the Regional Engineer, Federal Power Commission, in the 
region wherein the project is located, or of such other officer or agent as the 
Commission may designate, who shall be the authorized representative of the 
Commission for such purposes. The Licensee shall furnish to said representative 
such information as he may require concerning the construction, operation, and 
maintenance of the project, and of any alteration thereof, and shall notify him 
of the date upon which work will begin, and as far in advance thereof as said 
representative may reasonably specify, and shall notify him promptly in writing 
of any suspension of work for a period of more than one week, and of its 
resumption and completion. The Licensee shall allow him and other officers 
or employees of the United States, showing proper credentials, free and unre- 
stricted access to, through, and across the project lands and project works in 
the performance of their official duties. 

Article 6. Upon the completion of the project, or at such other time as the 
Commission may direct, the Licensee shall submit to the Commission for approval 
revised maps, plans, specifications, and statements insofar as necessary to 
show any divergence from or variations in the project area and project bound- 
ary as finally located or in the project works as actually constructed when 
compared with the area and boundary shown and the works described in the 
license or in the maps, plans, specifications, and statements approved by the 
Commission, together with a statement in writing setting forth the reasons 
which in the opinion of the Licensee necessitated or justified variations in or 
divergence from the approved maps, plans, specifications, and statements. Such 
revised maps, plans, specifications, and statements shall, if and when approved 


by the Commission, be made a part of the license under the provisions of 
Article 3 hereof. 


~ 


Article 7. For the purpose of determining the stage and flow of the stream 
or streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effee- 
tive head on the turbines, the Licensee shall install and thereafter maintain 
such gages and stream-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required readings 
of such gages and for the adequate rating of such stations. The Licensee shall 
also install and maintain standard meters adequate for the determination of 
the amount of electric energy generated by said project works. The number, 
character, and location of gages, meters, or other measuring devices, and the 
method of operation thereof, shall at all times be satisfactory to the Commission 
and may be altered from time to time if necessary to secure adequate deter- 
minations, but such alteration shall not be made except with the approval of the 
Commission or upon the specific direction of the Commission. The installation 
of gages, the ratings of said stream or streams, and the determination of the 
flow thereof, shall be under the supervision of, or in cooperation with, the Dis- 
trict Engineer of the United States Geological Survey having charge of stream- 
gaging operations in the region of said project, and the Licensee shall advance 
to the United States Geological Survey the amount of funds estimated to be 
necessary for such supervision or cooperation for such periods as may be mutually 
agreed upon. The Licensee shall keep accurate and sufficient records of the 
foregoing determinations to the satisfaction of the Commission, and shall make 
return of such records annually at such time and in such form as the Com- 
mission may prescribe. 

Article 8. So far as is consistent with proper operation of the project, the 
Licensee shal] allow the public free access, to a reasonable extent, to project 
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waters and adjacent project lands owned by the Licensee for purpose of full 
public utilization of such lands and waters for navigation and recreational pur- 
poses, including fishing and hunting, and shall allow to a reasonable extent for 
such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupany of which may in appropriate circumstances 
be subject to payment of rent to the Licensee in a reasonable amount: Provided, 
that the Licensee may reserve from public access such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and Provided further, that the Licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not without its express agreement place upon the Licensee any obliga- 
tion to construct or maintain such facilities. 

Article 9. In the construction and maintenance of the project works, the Li- 
censee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the Licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstruct- 
ing traffic and endangering life on highways, streets, or railroads. 

Article 10. The actual legitimate original cost of the original project, and of 
any addition thereto or betterment thereof, shall be determined by the Com- 
mission in accordance with the Act and the Commission’s rules and regulations 
thereunder. 

Article 11. After the first twenty (20) years of operation of the project under 
license, six (6) percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to Sec- 
tion 10 (d) of the Act; one-half of the project surplus earnings, if any, accumu- 
lated after the first twenty years of operation under the license, in excess of six 
(6) percent per annum on the net investment, shall be set aside in a project 
amortization reserve account as of the end of each fiscal year, provided that, 
if and to the extent that there is a deficiency of project earnings below six (6) 
percent per annum for any fiscal year or years after the first twenty years of 
operation under the license, the amount of such deficiency shall be deducted 
from the amount of any surplus earnings accumulated thereafter until absorbed, 
and one-half of the remaining surplus earnings, if any, thus cumulatively com- 
puted, shall be set aside in the project amortization reserve account; and the 
amounts thus established in the project amortization reserve account shall be 
maintained therein until further order of the Commission. 

Article 12. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for pur- 
poses of generating, transmitting, or distributing power shall be made with- 
out the prior written approval of the Commission; and the Commission may, if 
in its judgment the situation warrants, require that all the conditions of the 
license, of the Act, and of the rules and regulations of the Commission shall 
be applicable to such lease and to such property so leased to the same extent 
as if the lessee were the Licensee: Provided, that the provisions of this article 
shall not apply to parts of the project or project works which may be used by 
another jointly with the Licensee under a contract or agreement whereby the 
Licensee retains the occupancy, possession, and control of the property so used 
and receives adequate consideration for such joint use, or to leases of land 
while not required for purposes of generating, transmitting, or distributing 
power, or to buildings or other property not built or used for said purposes, or 
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to minor parts of the project or project works, the leasing of which will not 
interfere with the usefulness or efficient operation of the project by the Li- 
censee for such purposes. 

Article 18. The Licensee, its successors or assigns shall, during the period of 
the license, retain the possession of all project property covered by the License 
as issued or as later amended, including the project area, the project works, 
and all franchises, easements, water rights, and rights of occupancy and use; 
and none of such properties necessary or useful to the project and to the devel- 
opment, transmission, and distribution of power therefrom will be voluntarily 
sold, transferred, abandoned, or otherwise disposed of without the approval of 
the Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in Section 14 of the Act, 
or is transferred to a new licensee under the provisions of Section 15 of the 
Act, the Licensee, its successors and assigns will be responsible for and will 
make good any defect of title to or of right of user in any of such project prop- 
erty which is necessary or appropriate or valuable and serviceable in the main- 
tenance and operation of the project, and will pay and discharge, or will as- 
sume responsibility for payment and discharge, of all liens or incumbrances 
upon the project or project property created by the Licensee or created or in- 
curred after the issuance of the license: Provided, that the provisions of this 
article are not intended to prevent the abandonment or the retirement from 
service of structures, equipment, or other project works in connection with 
replacements thereof when they become obsolete, inadequate, or inefficient for 
further service due to wear and tear, or to require the Licensee, for the purpose 
of transferring the project to the United States or to a new licensee, to acquire 
any different title to or right of user in any of such project property than was 
necessary to acquire for its own purposes as Licensee. 

Article 14. The Licensee shall so operate the project, insofar as the interests 
of flood control are concerned, in such a manner that the agreement between 
the State of Vermont and the Corps of Engineers shall not be violated, and any 
future regulations prescribed by the Chief of Engineers in the interests of flood 
control and incorporated in existing agreements with the State of Vermont 
and/or published in the Code of Federal Regulations shall not be violated. 

Article 15. The Licensee’s release of water through the power plant during 
flood periods may be restricted in extreme cases when in the opinion of the 
District Engineer, Corps of Engineers, Department of the Army, in charge of 
the locality, the discharge through the generating facilities may seriously in- 
crease flood damages downstream. 

Article 16. The Licensee shall furnish to the District Engineer, Corps of 
Engineers, Department of the Army, in charge of the locality, such information 
concerning operation of the reservoir as may be required. 

Article 17. The Licensee shall hold and save the United States free from 
claims for damages due to the present and future constructed works. 

Article 18. A minimum of three cubic feet per second shall be maintained 
in Waterbury (Little) River below the Waterbury flood-control dam at all times. 
This minimum shall be increased during the spring of the year when directed by 
the Commission upon the recommendation of the Director of the Vermont Fish 
and Game Service. Such increase is required for successful spawning of rain- 
bow trout. 

Article 19. The Licensee shall pay to the United States the following annual 
charges: 
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(i) For the purpose of reimbursing the United States for the costs of adminis- 
tration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (7,360 horsepower), plus two and one-half (214) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the calen- 
dar year for which the charge is made. 

(ii) The amount of annual charges for the use of the Government dam shall 
be as hereafter determined by the Commission upon notice and opportunity 
for hearing. 

Article 20. The Licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations Exhibit F, detail statement of project lands, 
and Exhibit K, detail maps of project area including the transmission line 
right-of-way to the Waterbury station, within one year of the date of issuance 
of this license. 

Article 21. The terms and conditions set forth in this license shall not be 
construed as impairing any terms and conditions of the Federal Power Act 
which are not expressly set forth herein. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 

Commissioner Stueck not participating. 


Order further modifying order issuing a certificate of public convenience and 
necessity 


New York State Natural Gas Corp. 
Docket No. G-1506 
July 22, 1954 


The Commission, on January 17, 1951, 10 F. P. C. 681, issued a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing New York State Natural Gas Corporation (Applicant) to recon- 
struct and enlarge certain regulating and measuring facilities at its Gardner 
Connection in the Town of Horseheads, Chemung County, New York, and to 
make delivery and sales of natural gas by means thereof to Crystal City Gas 
Company, the predecessor of Corning Natural Gas Corporation, for resale to 
the New York State Electric and Gas Corporation for distribution in the City of 
Elmira, New York. 

On December 8, 1953, 12 F. P. C. 1425, pursuant to an application for modifi- 
cation of said order, the Commission issued an order modifying its order issued 
on January 17, 1951, to authorize Applicant to make delivery and to sell natural 
gas to Corning Natural Gas Corporation during the winter months of Decem- 
ber 1953, and January, February and March 1954, only, of up to 2,000 Mcf per 
day in addition to the volumes theretofore authorized to be delivered and sold 
in said order issued on January 17, 1951. 

On May 27, 1954, Applicant filed a petition for further modification of the 
Commission’s orders issued on January 17, 1951, and December 8, 1953, to 
authorize Applicant to sell 5,450 Mcf per day of natural gas to Corning Natural 
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Gas Corporation during December, January, February and March of each year 
during the remainder of a proposed new service agreement extending to Novem- 
ber 1, 1964 (and year to year thereafter, until terminated by either party), 
with the provision that Corning may elect to purchase 130 percent of 5,450 Mcf, 
or 7,085 Mcf, daily on any day during December, January, February and March. 
Delivery of the gas is proposed to be made through the facilities heretofore 
authorized in the Commission’s order issued on January 17, 1951, and no new 
facilities are proposed to be constructed by Applicant to render the proposed 
service. 

Increased demands for natural-gas service in the Elmira market have resulted 
in the need for additional quantities of natural gas for service in such market 
during the winter months on a permanent basis rather than for one winter 
season only as presently authorized. Applicant states that it is willing and 
able to meet the request of Corning Natural Gas Corporation for additional 
gas, and that it will be able to deliver such gas at the Gardner Connection 
through its existing facilities. 

A letter of agreement between Applicant and Corning Natural Gas Corpora- 
tion has been executed, wherein the parties have agreed to enter into a service 
agreement covering the proposed service. 

The Commission finds: 

(1) It is appropriate for carrying out the provisions of the Natural Gas Act, 
and good cause exists for granting the request for further modification of the 
Commission’s orders herein issued on January 17, 1951, and December 8, 1953, 
to permit the delivery and sale of additional volumes of natural gas by Appli- 
cant to Corning Natural Gas Corporation as requested in Applicant’s petition 
for modification filed on May 27, 1954. 

(2) It is appropriate for carrying out the provisions of the Natural Gas Act, 
and required by the Commission’s Rules and Regulations that Applicant be 
required to file with the Commission an executed service agreement covering 
the proposed new service to Corning Natural Gas Corporation prior to the com- 
mencement of such service. 

The Commission orders: 

(A) The aforesaid order issued on January 7, 1951, as modified by the Com- 
mission’s order issued on December 8, 1953, be and the same hereby is further 
modified to authorize Applicant to make delivery and to sell a maximum of 7,085 
Mcf per day of natural gas to Corning Natural Gas Corporation during the 
winter months of December, January, February, and March of each year to and 
including November 1, 1964. 

(B) Within 30 days from the date of issuance of this order, Applicant shall 
file with the Commission an executed service agreement with Corning Natural 
Gas Corporation in the form and manner prescribed by the Commission’s Rules 
and Regulations covering the service authorized by this order. 

Commissioners Stueck and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Co., Ine. 
Docket No. G-—2411 
July 22, 1954 


Kansas-Nebraska Natural Gas Company, Inc., (Applicant), a Kansas corpo- 
ration having its principal place of business at Phillipsburg, Kansas, filed an 
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application on April 21, 1954, pursuant to Section 7 of the Natural Gas Act for 
authorization to construct and operate (a) approximately 7.4 miles of 2%-inch 
pipeline extending from its Holdrege-Hastings transmission line to the town 
of Wilcox, Nebraska, and a town border station, and (b) approximately 13.2 
miles of 25-inch pipeline extending from its Holdrege-Hastings transmission line 
to the Town of Hildreth, Nebraska, and a town border station. 

Pursuant to Commission order and upon due notice, a public hearing was 
held in Washington, D. C., on July 15, 1954, respecting the matters involved and 
the issues presented by the application. No protest to the granting of the ap- 
plication has been received. 

The record shows that distribution systems within the two towns will be 
constructed and operated by Applicant under franchises. In addition, at one 
point on the Wilcox line, and at Wilcox and at two points on the Hildreth line, 
and at Hildreth, take-offs will be provided for distribution systems throughout 
the surrounding areas which will provide natural gas for both domestic con- 
sumption and as fuel for gas engine driven irrigation water pumps. 

Applicant indicates that these two projects are the first of a number intended 
to provide natural gas fuel for irrigation water pumping in a 3,200 square mile 
area between the Platte and Republican Rivers in south central Nebraska and 
are being initiated by community groups including farmers, Chambers of Com- 
merce and banking institutions to improve farming and economic conditions in 
the area. Applicant is cooperating both as a contribution to the development 
of the area which it serves, and also to build its summer load. 

The fifth-year peak day and annual sales are estimated as follows: 


Wilcox Hildreth 


Mef Mef 
Peak day, winter 192 243 
Peak day, summer: 
Domestic and commercial 50 60 
Irrigation 520 520 
570 580 
Annual use: ay 
Domestic and commercial 17, 760 22, 440 
Irrigation 31, 200 31, 200 


48, 960 53, 640 


It does not appear that the systems will be profitable until the fourth year 
and thereafter in the order shown by the following tabulation: 


Percent return or (loss) 
Wilcox | Hildreth 

(15. 8) (15. 4) 

(6. 0 


4.0 3.6 
: 5.2 


Applicant states that while the systems are not attractive investments initially, 
the over-all effect on system-wide operations will be negligible. 
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The estimated costs of the proposed facilities are: 


i 


| Wilcox | Hildreth 








Transmission system and town border station...........--....------------------ $24, 640 $42, 260 





Town Cistributiel SFGtGMR.......<.ccccccccccecnccnsecncesscocesccncocncsoenccucece 12, 665 12, 665 
Domestic and commercial meters ais 2, 900 3, 740 
TRSRNGROTE TROBUER 5 oo. ncn nc ccccccncccceccccesesncrcncecccncsoccscconscececaences 5, 200 5, 200 
Irrigation distribution system - ...............---22--20-2ee een e-no ee --eseeeees- 40, 000 28, 885 





85, 405 92,750 
ConmteTiatints On G08 OF GIR nc ccceccccccenncnannsdeecnssessenssnnecncssant (50, 890) (51, 050) 


Dek cent Oe Tice Fina iene si vciecccsnnceeeccsainnnsenessecsoses 34, 515 41, 700 


























































The net cost to Kansas-Nebraska is proposed to be financed from current 
company funds. 

The Commission finds: 

(1) Applicant, a Kansas corporation, having its principal place of business 
at Phillipsburg, Kansas, owns and operates, among other facilities, a natural gas 
transmission pipeline system located in the States of Kansas and Nebraska, and 
by such operations Applicant is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of April 6, 1943 in Docket No. G-259, 3 F. P. C. 966. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce as integral parts of Applicant’s 
existing pipeline system and the construction and operation thereof by Appli- 
cant are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) of the Com- 
mission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities hereinbefore 
described for the transportation of natural gas, all as more fully described in its 
application in this proceeding, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a responsi- 
ble official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the Com- 
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mission’s Rules of Practice ‘and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in actual 
operation by November 1, 1954. 

Commisioners Stueck and Smith not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Hope Natural Gas Co. 
Docket No. G—2412 
July 22, 1954 


On April 26, 1954, Hope Natural Gas Company (Applicant), a West Virginia 
corporation with its principal place of business in Clarksburg, West Virginia, 
filed an application for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing (a) the construction and oper- 
ation of approximately 13.08 miles of 6-inch, 3.32 miles of 8-inch, 1.5 miles of 
10-inch and 1.93 miles of 16-inch pipeline, together with appurtenant facilities 
comprising the gathering system in the Kennedy Storage Pool area, and measur- 
ing stations, and (b) the reconditioning of 10 storage wells, and redrilling or 
replugging of 49 storage wells; all subject to the jurisdiction of the Commission. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 13, 1954, respecting the issues presented by and the matters involved in the 
application. No protests to the application have been received. 

Applicant proposes and the record shows that the facilities described herein- 
before will be constructed and operated for the purpose of increasing the ultimate 
storage capacity of Applicant’s Kennedy Storage Pool from approximately 20 
billion to 30 billion cubic feet at 900 psi. Initially (Docket No. G-2156) Ap- 
plicant was authorized to convert a producing field into the present storage field 
with a capacity of 20 billion cubic feet. 

The estimated over-all capital cost of the project is $1,571,396, which will be 
defrayed from corporate funds on hand. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Company, a West Virginia corporation 
having its principal place of business at Clarksburg, West Virginia, owns and 
operates, among other facilities, a natural-gas transmission pipeline system 
located in the State of West Virginia, is engaged in the production of natural 
gas in West Virginia, and the purchase of natural gas produced in the States 
of West Virginia and Texas, and in the transportation and sale of such gas in 
interstate commerce for resale for ultimate public consumption in states other 
than those in which the gas is produced ; by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 27, 1943, in Docket No. G—290, 3 F. P. C. 994. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, and the construction and operation thereof by Ap- 


plicant are subject to the requirements of Subsections (c) and (e) of Section 7 
of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the certificate here- 
inafter issued, and to the exercise of the rights granted thereunder; and that 
the time within which construction of facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 12 
months from the date on which this order issues. 

The Commission orders: 































(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Hope Natural Gas Company authorizing it to construct and operate 
the facilities hereinbefore described and as more fully described in the ap- 
plication. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5), of Section 157.20 
of the Commission’s Regulations, including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder; and that the time within 
which construction of facilities authorized by this order shall be completed and 
said facilities placed in actual operation should be fixed at 12 months from the 
date on which this order issues. 

(C) The reports required by paragraph (C) (2) (v) of the Commission's order 
issued July 27, 1953 in Docket No. G—2156 shall continue to be filed until Ap- 
plicant is notified by the Commission to discontinue such reports. 

Commissioners Stueck and Smith not participating. 


Findings and order issuing a certificate of public convenience and necessity 
Hope Natural Gas Co. 
Docket No. G—2413 


July 22,1954 










On April 26, 1954, Hope Natural Gas Company (Applicant), a West Virginia 
corporation with its principal place of business in Clarksburg, West Virginia, 
filed an application for a certificate of public convenience and necessity and 
supplement thereto on June 14, 1954, pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of natural gas facilities subject 
to the jurisdiction of the Federal Power Commission, and described as follows: 
Approximately 22.5 miles of 12%-inch O. D. pipeline extending from the present 
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terminus of Applicant’s line H-198, near Madison Station in Boone County, 
West Virginia, in a southerly direction to the Rich Creek Pool near the Logan- 
Mingo County Line. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 14, 1954, respecting the issues presented by and the matters involved in the 
application and supplement thereto. No protests to the application have been 
received. 

Applicant proposes to construct and operate the facilities described for the 
purpose of transporting 27,000 Mcf of gas per day from fields in Logan and Mingo 
Counties, West Virginia, to its existing interstate pipeline system for further 
transportation to Applicant’s markets. 

The record shows that Applicant proposes to eventually consummate an operat- 
ing agreement with the Carnegie Natural Gas Company (Carnegie) under the 
terms of which a portion of the natural gas produced from acreage controlled by 
the U. S. Steel Corporation will be made available to Applicant and the remainder 
will be transported by the proposed facilities for Carnegie’s account. For the 
present Applicant has indicated (Applicant’s letter, June 14, 1954) it is seeking 
only certificate authorization covering the transportation of its own gas, leaving 
for a future application the matters relating to natural gas to be transported for 
the account of Carnegie. 

The estimated over-all capital cost of the project is $928,000 which will be de- 
frayed from cash on hand. 

The Commission finds: 

(1) Applicant, Hope Natural Gas Company, a West Virginia corporation hav- 
ing its principal place of business at Clarksburg, West Virginia, owns and 
operates, among other facilities, a natural-gas transmission pipeline system 
located in the State of West Virginia, is engaged in the production of natural gas 
in West Virginia, and the purchase of natural gas produced in the States of 
West Virginia and Texas, and in the transportation and sale of such gas in 
interstate commerce for resale for ultimate public consumption in states other 
than those in which the gas is produced; by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 27, 1943, in Docket No. G—290, 3 F. P. C. 994. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act, as amended. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.82 (b) of the 
Commission’s Rules of Practice and Procedude (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities for the trans- 
portation of Applicant’s natural gas are required by the public convenience and 
necessity and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 
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(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the certificate herein- 
after issued, and to the exercise of the rights granted thereunder; and that the 
time within which construction of facilities authorized by this order shall be 
completed and said facilities placed in actual operation should be fixed at 4 
months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Hope Natural Gas Company authorizing it to construct and 
operate the facilities hereinbefore described solely for the transportation of its 
own natural gas. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Regulations, including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder; and that the time within 
which construction of facilities authorized by this order shall be completed and 
said facilities placed in actual operation should be fixed at 4 months from the 
date on which this order issues. 

Commissioners Stueck and Smith not participating. 


Findings and order issuing certificates of public convenience and necessity 
Kansas-Nebraska Natural Gas Co., Inc., North Central Gas Co. 
Docket Nos. G—2392, G-2425 


July 23, 1954 


Kansas-Nebraska Natural Gas Company, Inc. (Kansas-Nebraska) filed at 
Docket No. G—2392, an application on March 18, 1954, supplements and supple- 
mentary data on March 29, May 6, May 21 and May 26, 1954, respectively, pur- 
suant to Sections 7 and 16 of the Natural Gas Act for (1) authorization to 
construct and operate the following described facilities : 

(a) An additional 1,200 H. P. of compressors with auxiliary equipment at Big 
Springs, Nebraska, Compressor Station. 

(b) Install 1,500 H. P. of compressors together with auxiliary equipment in 
a new compressor station to be located near North Platte, Nebraska. 

(c) Construct approximately 2 miles of 12-inch gas pipeline around the city 
of North Platte, Nebraska. 

(d) Construct approximately 23 miles of 10-inch gas pipeline to replace equal 
quantities of an existing 6-inch gas pipeline between North Platte and Cozad, 
Nebraska. 

(e) Construct approximately 45 miles of 10-inch and 50 miles of 8-inch gas 
pipeline from Cozad to Grand Island, Nebraska. 

(f) Construct approximately 44 miles of 12-inch gas pipeline from Big Springs, 
Nebraska, compressor station westerly to a point approximately 6 miles south of 
Sidney, Nebraska. 

(g) Construct approximately 11 miles of 10-inch gas pipeline southeast of 
Northport, Nebraska, and 35 miles of 6-inch gas pipeline from Northport to 
Alliance, Nebraska, and town border station to serve Alliance. 
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(h) Construct measuring equipment to serve the Alliance Municipal Power 
Plant located at Alliance, Box Butte County. 

(i) Construct approximately 11 miles of 10-inch gas pipeline from end of 
12-inch line, ((f) above), to a point approximately 5 miles north of Sidney, 
Nebraska. 


and (2) for permission to modify its application filed at Docket No. G-2186, and 
delete therefrom Item 3 (b) on page 2 of the application reading as follows: 


(b) Construct 14.1 miles of 10-inch gas pipeline to replace the bare portion 
of an existing 6-inch gas pipeline between Cozad and Elm Creek, Nebraska. 


North Central Gas Company, (North Central) filed at Docket No. G—2425 on 
May 5, 1954 an application pursuant to Section 7 of the Natural Gas Act for a 
certificate of public convenience and necessity authorizing North Central to 
operate existing facilities for the purpose of providing a transportation service 
for Kansas-Nebraska Natural Gas Company, Inc., in the transportation of natural 
gas from Sidney, Nebraska, to Northport, Nebraska. 

Pursuant to Commission order and after due notice, a public hearing was held 
in Washington, D. C., on July 15, 1954, respecting the matters involved and the 
issues presented by the applications and supplements filed thereto in the con- 


solidated proceedings. No protests to the granting of the applications have 
been received. 


The record shows (a) North Central proposes to transport natural gas for 
Kansas-Nebraska through existing facilities extending from Sidney to Northport, 
Nebraska, and (b) Kansas-Nebraska proposes to serve Alliance, Nebraska (at 
retail), by delivering gas through facilities hereinabove described as Item (i) 
to North Central’s 8-inch transmission line approximately 5 miles north of Sidney, 
Nebraska, for transportation northwesterly, by North Central to Northport, 


Nebraska. No construction will be required by North Central but the 11 miles 
of 10-inch pipeline hereinbefore described in Item (g) to be constructed by 
Kansas-Nebraska will be operated as a loop of a portion of North Central's system. 

Kansas-Nebraska will by means of the facilities described in Items (a), (b), 
(c), (d), (e) and (f) increase its main line capacity to transport gas from new 
and additional sources of supply in western Nebraska and northeastern Colorado 
to the eastern portion of its system and will provide service to Alliance, Nebraska, 
by means of Items (g), (h), and (i), and the transportation service to be per- 
formed by North Central. 

The maximum quantity of gas to be delivered and transported by means of 
the facilities described in (g), (h) and (i) is 5,600 Mcf per day. The fourth 
year firm peak day requirement of Alliance is estimated to be 4,445 Mcf. 

The total cost of the jurisdictional facilities proposed to be constructed by 
Kansas-Nebraska is $4,096,890 plus a net of $4,780,056 for nonjurisdictional 
facilities and the completion of facilities authorized in previous certificates. 
The entire program is proposed to be financed by the issuance of $4,400,000 
debentures and the balance by the issuance of preferred and common stock. A 
transportation charge of 11% cents per Mcf is to be paid by Kansas-Nebraska 
to North Central as set forth in the agreement between the two companies. 

The record indicates the joint operations will be beneficial to both Kansas- 
Nebraska and North Central, as North Central will realize a lower cost of 
service on its own gas transported from Sidney to Northport and Kansas-Na- 
braska will not have to build duplicating facilities. Both companies will re- 
ceive the benefits of the interconnections between the two systems in case of 
emergency. Data has been submitted on the economic feasibility of service to 
Alliance on a Company-wide basis. It is indicated that on the over-all basis 
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the company operations will continue to be profitable, but at a lesser rate of 
return. 

As to the request of Kansas-Nebraska for deletion of 14.1 miles of 10-inch 
pipeline replacing an existing 6-inch pipeline between Cozad and Elm Creek, 
Nebraska, no action is now required of the Commission. This matter was 
disposed of by the Presiding Examiner’s Decision issued May 29, 1954, at Docket 
No. G-2186 which Decision was affirmed by this Commission by order issued 
June 30, 1954. 

The Commission finds: 

(1) Kansas-Nebraska, a Kansas corporation, having its principal place of 
business at Phillipsburg, Kansas, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Kansas and 
Nebraska, and by such operations Kansas-Nebraska is engaged in the transpor- 
tation and sale of natural gas in interstate commerce for resale for ultimate 
public consumption, subject to the jurisdiction of the Commission, and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order of April 6, 1943 in Docket No. 
G-259, 3 F. P. C. 966. 

(2) North Central, a Wyoming corporation, is engaged in the transportation 
of natural gas in interstate commerce by means of its natural-gas pipelines and 
appurtenant facilities situated in the States of Wyoming and Nebraska and 
extending across the boundaries thereof, and by such operations, North Central 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
February 23, 1945 in 1943 in Docket No. G-380, 3 F. P. C. 925. 

(3) The facilities hereinbefore described in the application filed by Kansas- 
Nebraska at Docket No. G—2392 are proposed to be used in the transportation 
and sale of natural gas in interstate commerce and the facilities described in 
the application filed by North Central at Docket No. G-2425 are proposed to be 
used in the transportation of natural gas in interstate commerce, all subject 
to the jurisdiction of the Commission, as integral parts of existing pipeline 
systems, and the construction, and operation thereof are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Kansas-Nebraska and North Central are able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 


of the Natural Gas Act, as amended, and the requirements, rules and regula- 
tions of the Commission thereunder. 


(5) Kansas-Nebraska and North Central having requested the omission of 
the intermediate decision procedure and all the requirements of the provisions 
of Section 1.32 (b) of the Commission’s Rules of Practice and Procedure (18 
CFR 1.32 (b)) having been satisfied, sufficient cause exists for the Commission 
forthwith to render its final decision in the instant proceeding. 

(6) The proposed construction and operation of the facilities by Kansas- 
Nebraska at Docket No. G—2392 and the operation of North Central’s facilities 
at Docket No. G-—2425 are required by the public convenience and necessity 
and a certificate therefor should be issued to each as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv) and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificates hereinafter issued, and to the exercise 
of the rights granted thereunder and that the time within which construction 
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of facilities authorized by this order shall be completed and placed in actual 
operation should be fixed at 6 months from the date on which the order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Kansas-Nebraska to construct and operate facilities 
hereinbefore described, all as more fully described in its application, filed at 
Docket No. G-2392, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Kansas-Nebraska, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder; and that the time within which the construction 
of facilities authorized by this order shall be completed and placed in actual 
operation shall be 6 months from the date of issuance of this order. 

(C) Acertificate of public convenience and necessity be and the same is hereby 
issued authorizing North Central to operate facilities, all as more fully described 
in its application filed at Docket No. G-—2425 for the transportation of up to 
5,600 Mcf of natural gas per day for the account of Kansas-Nebraska subject to 
the jurisdiction of the Commission upon the terms and conditions of this order. 

(D) This certificate shall be accepted in writing, and under oath, by a 
responsible official of North Central, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (D) hereof, and to the exercise of the 
rights granted thereunder. 

Commissioners Stueck and Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G—2063 
July 23, 1954 


On May 24, 1954, Northern Natural Gas Company (Northern) filed a petition 
to amend the order issued December 24, 1953, 12 F. P. C. 1465, to authorize it to 
increase the length of the loop line on the lateral serving the communities of 
Joice, Kinsett, Northwood, and Manley, all in Iowa, from 2.4 miles of 4-inch line 
as originally authorized to 6.38 miles of 4-inch line. 

From the data submitted in support of the petition to amend, it appears that 
although the loads to be served from the lateral in the winter of 1954-1955 were 
accurately estimated, an additional loop line will be required in addition to that 
requested by Northern during the hearing in Docket No. G—2063, and that the 
presently authorized 2.4 miles of loop will be insufficient to enable Northern to 
render required service to such communities during 1954-1955. The cost of such 
additional loop line is estimated to be $48,000. 

The Commission finds: 

It is in the public interest, and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act, to amend the order issued in the above-entitled 
matter as hereinafter ordered. 
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The Commission orders: 

The order issued December 24, 1953, in the above-entitled matter be and the 
same hereby is amended to authorize Northern to construct and operate 6.38 
miles of 4-inch loop line on its lateral serving Joice, Kinsett, Northwood, and 
Manley, all in Iowa, in lieu of the presently authorized 2.4 miles of 4inch loop 
line. 

Commissioners Stueck and Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 


Shenandoah Gas Co. 
Docket No. G-—1448 
July 23, 1954 


Shenandoah Gas Company (Applicant) filed, on June 30, 1954, a petition to 
modify an order of the Commission, issued April 30, 1954, 13 F. P. C. 579, issuing 
it a certificate of public convenience and necessity in this proceeding. Applicant 
requests that it be authorized to construct and operate a 65 inch O. D. pipeline 
with a wall thickness of 0.188 inch instead of the 654 inch O. D. pipeline with a 
wall thickness of 0.25 inch presently authorized. Applicant states that the pro- 
posed change would not alter system capacity, and would result in a saving in 
cost of material of approximately $61,000. 

Service of the petition to modify set forth above has been made on all parties 
to this proceeding and no protest or other response has been received within the 
10 day period allowed for such action. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to amend as hereinafter ordered the 
order of the Commission, issued in this proceeding on April 30, 1954. 

The Commission orders: 

(A) The order of the Commission, issued April 30, 1954, issuing a certificate 
of public convenience and necessity in the above-entitled proceeding be and the 
same is hereby amended to authorize the construction and operation of the pro- 
posed facilities in lieu of those previously authorized, all as hereinbefore 
described. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 

Commissioners Stueck and Smith not participating. 


Order authorizing transmission of electric energy to Mezico 


Cia de Luz y Fuerza de Cd. Camargo, Tamps. S. A., 
Central Power and Light Company 


Docket No. B-6553 
July 23, 1954 


Cia de Luz y Fuerza de Cd. Camargo, Tamps. 8S. A. (Cia), incorporated 
under the laws of the Republic of Mexico, with its home office in Camargo, 
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Tamaulipas, Mexico, having designated by irrevocable power of attorney Juan 
B. Galindo, a resident of Starr County, Texas, as its agent, by application filed 
March 30, 1954, as amended April 14, 1954, requested authorization, pursuant 
to Section 202 (e) of the Federal Power Act, to transmit electric energy from 
the United States to Mexico. Central Power and Light Company (Central), 
incorporated under the laws of the State of Texas with its principal place of 
business at Corpus Christi, Texas, on March 30, 1954, joined in Cia’s application. 

Cia by said application seeks authorization to transmit for its own use and 
for resale in and around the City of Camargo, Tamaulipas, Mexico, up to 
2,500,000 Kwh of electric energy annually at a maximum rate of transmission 
of 500 Kw. The application shows that Cia proposes to purchase from Central 
the energy it seeks to export, in accordance with a schedule of rates and charges 
submitted as an exhibit to the application. Delivery of the energy will be 
made to Cia from Central’s transmission facilities at a point near Rio Grande 
City, Starr County, Texas, and thereafter transmitted by Cia over a three- 
phase transmission line operating nominally at 12,000 volts, 60 cycles, extending 
across the Rio Grande to a point near Camargo, Tamaulipas, Mexico. Cia was 
authorized in a Permit signed by the Chairman of the Federal Power Com- 
mission on July 13, 1954, and accepted by it on July 16, 1954, to construct, operate 
maintain and connect the aforementioned facilities at the international border 
between the United States and Mexico. 

Notice of the filing of the application was published in the Federal Register 
on April 10, 1954 (19 FR 2108), and given to interested State officials. No 
protest or request to be heard thereon has been received. 

The Commission finds: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to impede 


the coordination in the public interest of facilities subject to the jurisdiction 
of the Commission. 


The Commission orders: 


(A) Cia be and it hereby is authorized to transmit electric energy from the 
United States to Mexico, in accordance with the terms and conditions set forth 
in the application, and subject to the provisions of this order. 

(B) The electric energy which Cia is hereby authorized to transmit from the 
United States to Mexico shall be in an amount not in excess of 2,500,000 Kwh 
per year at a rate not to exceed 500 Kw over the facilities specified in the 
Permit signed by the Chairman of the Federal Power Commission, on July 13, 
1954 and accepted by Cia on July 16, 1954. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
signed by the Chairman of the Federal Power Commission, referred to in 
Paragraph (B) above. 

(D) Cia shall conduct all operations pursuant to the authorization herein 
granted in accordance with the provisions of the Federal Power Act and per- 
tinent rules, regulations or orders issued by the Commission. 


(EB) Cia shall install and maintain adequate metering equipment to measure 
the flow of all energy transmitted from the United States to Mexico pursuant 
to the authority herein granted ; shall make, keep and preserve full and complete 
records with respect to the movement of such energy; and shall furnish in 
triplicate with respect to said transmission of electric energy, reports, annually, 
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on or before February 15, showing the kilowatt-hours delivered, the maximum 
Kw of transmission, and the consideration therefor during each month of the 
preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Cia. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) Concurrently with the service of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in paragraph (B) 
above, be released and a copy transmitted by the Secretary to Cia. 

Commissioners Stueck and Smith not participating. 


Order terminating prior orders requiring interconnection of facilities and 
delivery of electric energy 


Florida Power & Light Company, Florida Public Service Company, IT-—5704; 
Florida Power Corporation, Florida Power & Light Company, IT-—5708; 
Florida Power & Light Company, City of Jacksonville, Florida, IT-5782; 
Florida Power & Light Company, Clay Electric Cooperative Association, Inc., 
IT-5783 ; Florida Power Corporation, City of Gainesville, Plorida, I'T—5784 


July 26, 1954 


In 1941 and 1942 the Commission issued orders in each of the above-entitled 
proceedings pursuant to the provisions of Section 202 (c) of the Federal Power 
Act, requiring specified interconnections to be made and to make certain de- 
liveries of electric energy to meet an emergency previously found by the Com- 


mission to exist in the southeastern area of the United States. 


Conditions in the area have so changed as to relieve the emergency and to 
obviate the necessity of continuing such orders in force. 
The Commission finds: 


In the circumstances, the requirements of the orders in the above specified 
matters are no longer necessary or appropriate. 

The Commission orders: 

The orders in the above specified matters be and they are hereby terminated 

Commissioners Stueck and Smith not participating. 
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Findings and order declaring exemption and rescinding in part orders granting 
rehearing and providing for oral argument 


Kings County Lighting Co. 
Docket Nos. G—1190, G—1602, and G-2454 
July 27, 1954 


On May 11, 1954, Kings County Lighting Company (Kings County) filed a 
“Suggestion and Motion” in Docket Nos. G—1190 and G-1602, asserting that, by 
virtue of subsection 1 (c) of the Natural Gas Act, Kings County was exempt 
from the provisions of the Natural Gas Act and moving that its pending appli- 
cations in Docket Nos. G—1190 and G—1602 be dismissed. On June 3, 1954, Kings 
County filed an application in Docket No. G—2454 for an order of the Commissicn 
that it is exempt under Section 1 (c) from the provisions of the Natural Gas 
Act. 

The Commission has heretofore, on October 31, 1949, 8 F. P. C. 328, and April 
4, 1951, 10 F. P. C. 876, issued Kings County certificates of public convenience and 
necessity in Docket Nos, G-1190 and G-1602. By orders issued December 13, 1949, 
8 F. P. C. 1360, and June 1, 1951, the Commission, inter alia, granted Kings County 
rehearing and provided for oral argument with respect to its certificate orders 
issued in such proceedings. No date for such argument has been fixed. 

Upon the basis of the information contained in Kings County’s applications in 
Docket Nos. G—1190 and G—1602, as well as that set forth in its “Suggestion and 
Motion” filed on May 11, 1954 and its application in Docket No. G—2454 filed on 
June 3, 1954, it appears that: 

(a) Kings County is a New York corporation engaged in the business of trans- 
porting and distributing natural gas in Kings County, New York. 

(b) Kings County purchases out-of-state natural gas from Transcontinental 
Gas Pipe Line Corporation and takes delivery of such gas inside the State of New 
York. 

(c) All of the gas so received by Kings County is ultimately consumed within 
the State of New York, and all of Kings County’s facilities are located within 
the State of New York. 

(d) The Public Service Commission of the State of New York filed with this 
Commission, on April 26, 1954, its certificate that it has and is exercising regula- 
tory jurisdiction over the rates, service, and facilities of Kings County. 

The Commission, therefore, finds: 

(1) Kings County is exempt from the provisions of the Natural Gas Act and 
the orders, rules, and regulations of this Commission issued pursuant thereto. 

(2) In view of the fact that Kings County is now exempt from the provisions 
of the Natural Gas Act, good cause exists to rescind the orders issued Decem- 
ber 13, 1949, and June 1, 1951, insofar as such orders applied to Kings County. 

(3) Good cause has not been shown for dismissing the applications filed by 
Kings County in Docket Nos. G—-1190 and G—1602. 

The Commission, therefore, orders: 

(A) The orders issued December 13, 1949, and June 1, 1951, insofar as they 
granted rehearing and provided for oral argument with respect to the issues in 
Docket Nos. G-1190 and G—1602, be and the same hereby are rescinded. 

(B) The motion to dismiss the applications in Dockets Nos. G--1190 and 
G-—1602 be and the same hereby is denied. 

Commissioners Stueck and Smith not participating. 
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Declaration of exemption 
Southern California Gas Co. 
Docket No. G—2421 
July 27, 1954 


Southern California Gas Company (Southern California) filed an application 
on May 5, 1954, for an order of this Commission declaring Southern California to 
be exempt from the provisions of the Natural Gas Act pursuant to Section 1 (c) 
thereof. 

Upon the basis of the application filed, and the exhibits appended thereto, it 
appears that: 

(1) Southern California is a California corporation engaged in the business 
of transporting and selling natural gas in the State of California. 

(2) Southern California purchases out-of-state natural gas from El Paso 
Natural Gas Company and receives such gas in its pipeline facilities at the 
boundary of California and Arizona near Blythe, California. 

(3) Southern California receives out-of-state natural gas from Pacific Gas and 
Electric Company, by way of exchange, within the State of California. 

(4) All the gas so received by Southern California is ultimately consumed 
within the State of California and all of Southern California's facilities are lo- 
eated within the State of California. 

(5) The Public Utilities Commission of the State of California has certified 
to the Federal Power Commission, by letter dated March 29, 1954, supplemented 
by telegram on June 22, 1954, that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Southern California. 


Wherefore, the Commission declares, by reason of the foregoing: 
Southern California Gas Company is exempt from the provisions of the Natural 


Gas Act and the orders, rules, and regulations of this Commission issued pur- 
suant thereto. 


Commissioners Stueck and Smith not participating. 


Declaration of exemption 
Southern Counties Gas Company of California 


Docket No. G—2422 


July 27, 1954 


Southern Counties Gas Company (Southern Counties) filed an application on 
May 5, 1954, for an order of this Commission declaring that Southern Counties 
is exempt from the provisions of the Natural Gas Act. 

Jpon the basis of the application filed, and the exhibits appended thereto, it 
appears that: 

(1) Southern Counties is a California corporation engaged in the business of 
transporting, selling, and distributing natural gas within the State of California. 

(2) Southern Counties purchases out-of-state natural gas from El Paso Nat- 
ural Gas Company and receives such gas in its pipeline facilities at the bound- 
ary of California and Arizona near Blythe, California. 

(3) All the gas so received by Southern Counties is ultimately consumed within 
the State of California and all of Southern Counties’ facilities are located within 
the State of California. 
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(4) The Public Utilities. Commission of the State of California has certified 
to the Federal Power Commission, by letter dated March 29, 1954, supplemented 
by telegram on June 22, 1954, that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Southern Counties. 

Wherefore, the Commission declares, by reason of the foregoing: 

Southern Counties Gas Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 

Commissioners Stueck and Smith not participating. 


Decluration of eremption 
San Diego Gas and Electric Co. 
Docket No. G-2423 
July 27, 1954 


San Diego Gas and Electric Company (San Diego) filed an application on 
May 5, 1954, for an order of this Commission recognizing and confirming the 
exemption of San Diego from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, and the exhibits appended thereto, it 
appears that: 

(1) San Diego is a California corporation engaged, inter alia, in the business 
of transporting and selling natural gas in the State of California. 

(2) San Diego purchases out-of-state gas from Southern Counties Gas Com- 
pany at Rainbow in Riverside County, California. 

(3) All of the gas so received by San Diego is ultimately consumed within 
the State of California, and all of San Diego’s facilities are located within the 
State of California. 

(4) The Public Utilities Commission of the State of California has certified 
to the Federal Power Commission, by letter dated March 29, 1954, supplemented 
by telegram on June 22, 1954, that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of San Diego. 

Wherefore, the Commission declares, by reason of the foregoing: 

San Diego Gas and Electric Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Commissioners Stueck and Smith not participating. 


Declaration of exemption 
Frederick Gas Co., Ine. 
Docket No. G—2427 


July 27, 1954 


Frederick Gas Company, Inc. (Frederick) filed an application on May 11, 1954, 


for exemption from the provisions of the Natural Gas Act pursuant to Section 
1 (c) thereof. 
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Upon the basis of the application filed, and the exhibits appended thereto, as 
well as a certification filed with this Commission by the Public Service Commis- 
sion of Maryland on June 24, 1954, it appears that: 

(1) Frederick is a Maryland corporation engaged in the transportation, sale, 
and distribution of natural gas in the State of Maryland. 

(2) Frederick purchases out-of-state natural gas from Transcontinental Gas 
Pipe Line Corporation at a point near Gaithersburg in the State of Maryland and 
transports it to its distribution system in Frederick, Maryland, 

(3) All of the gas so received by Frederick is ultimately consumed within the 
State of Maryland, and all of the facilities of Frederick are located within the 
State of Maryland. 

(4) The Public Service Commission of Maryland certified to the Federal 
Power Commission on June 24, 1954, that it has and is exercising jurisdiction 
over the rates, service, and facilities of Frederick. 

Wherefore, the Commission declares, by reason of the foregoing: 

Frederick Gas Company, Inc., is exempt from the provisions of the Natural 


Gas Act and the orders, rules, and regulations of the Commission issued pursuant 
thereto. 


Commissioners Stueck and Smith not participating. 


Order issuing preliminary permit 
Alabama Power Co. 
Project No. 2146 
July 27, 1954 


Application was filed November 12, 1953, and supplemented December 7, 1953, 
by Alabama Power Company, of Birmingham, Alabama, for a preliminary permit 
under the Federal Power Act (hereinafter referred to as the Act) for proposed 
Project No. 2146 on the Coosa River, navigable waters of the United States, in 
Elmore, Shelby, Talladega, St. Clair, Calhoun, Etowah and Cherokee Counties, 
Alabama, and in Floyd County, Georgia, and affecting lands of the United States 
occupied by navigation locks and dams and by the Alabama Ordnance Works near 
Childersburg, Alabama. 

The proposed project would consist of five separate developments on the 
Coosa River for the production of power, flood control, navigation and other 
purposes, each development being described as follows: 

(1) Wetumpka: A dam located at river mile 13.5 below existing Project No. 
682, a reservoir about 5.5 miles long, a powerhouse with an installation of ap- 
proximately 57,000 kilowatts, and appurtenant facilities. 

(2) Fort Williams: A dam located at river mile 67.5 in the existing Lay reser- 
voir, a reservior about 36 miles long, a powerhouse with an installation of ap- 
proximately 29,000 kilowatts, and appurtenant facilities. 

(3) Drake Island: A dam at river mile 105.7, a reservoir about 43 miles long, 
a powerhouse with an installation of approximately 72,000 kilowatts, and ap- 
purtenant facilities. 

(4) Lock 2: A dam at river mile 148.5 at the site of existing Lock 2 navigation 


dam, a reservoir about 53 miles long, a powerhouse with an installed capacity 
of approximately 33,500 kilowatts, and appurtenant facilities. 

(5) Leesburg: A dam located at river mile 227.0, a reservoir about 59 miles 
long, a powerhouse with an installed capacity of approximately 48,000 kilowatts, 
and appurtenant facilities. 
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Energy from the proposed project would be utilized through the applicant's 
transmission system in Alabama and through interconnections with utilities 
operating in Georgia, Florida and Mississippi, and with the Tennessee Valley 
Authority. 

The proposed developments would affect and conflict physically with the plans 
of the United States Corps of Engineers for development of the Alabama-Coosa 
River as authorized in the Rivers and Harbors Act approved March 2, 1945 (59 
Stat. 17). However, the provisions of that Act, insofar as it provides for the 
development of the Coosa River for power, were suspended under Public Law 
436 approved June 28, 1954 (68 Stat. 302), to permit such development in accord- 
ance with the conditions of a license, if issued, pursuant to the Federal Power 
Act and in accordance with the provisions and requirements of Public Law 436, 
and provided that an application for license be filed within two years from the 
date of the latter Act. 

An Assistant Secretary of the Interior and the Chief of Engineers, acting for 
the Department of the Army, have reported favorably on the application as 
hereinafter provided. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Alabama. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The project as proposed would inundate seven existing but inoperative 
navigation locks and dams which have in the past been operated by the Corps of 
Engineers in the interest of navigation, and would conflict physically with the 
aforementioned plans of the United States Corps of Engineers for development of 
the Alabama-Coosa River, but in view of the suspension of the latter development 
under the provisions of Public Law 436, insofar as it provides for power develop- 
ment of the Coosa River, no reason is apparent for development of the Coosa 
River by the United States at least until June 27, 1956. 

The Commission orders: 

(A) This preliminary permit is issued to the Alabama Power Company (here- 
inafter referred to as the Permittee) for a period effective as of July 1, 1954, and 
terminating June 27, 1956, for the sole purpose of maintaining priority of ap- 
plication for license for proposed Project No. 2146, subject to the terms and 
conditions of the Federal Power Act and Public Law 436, which are incorporated 
herein by reference as parts of this permit, and subject to such rules and regu- 
lations as the Commission has issued or prescribed under the provisions of the 
Federal Power Act. 

(B) This permit is subject also to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 13038, entitled “Terms and Conditions of Preliminary Permit’, 
which terms and conditions, described as Articles 1 through 8 therein, are at- 
tached hereto and made a part hereof; and subject to the following special con- 
ditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer in 
Atlanta, Georgia, or to such other officer as the Commission may designate, ac- 
curate statements of the work accomplished during the period and of the work 
contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of the permit, consult with 
the Alabama Conservation Department and the U. §S. Fish and Wildlife Service 
in order that due consideration may be given to the conservation of fish and 
wildlife resources in the planning of the comprehensive development. 
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Article 11. The Permittee shall during the period of the permit, consult and 
cooperate with the District Engineer, Mobile, Alabama, and the Division En- 
gineer, Atlanta, Georgia, of the Corps of Engineers in formulating plans and 
studies involving the flood control and navigation features of the propused plan. 

Article 12. The Permittee shall consult with the Office, Chief of Ordnance, 
Department of the Army in order that the proposed development will be so 
planned as to eliminate or correct any interference with the operation of the 
Alabama Ordnance Plant near Childersburg, Alabama. 

(C) This order shall become final within 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by Section 313 
(a) of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this preliminary permit. In acknowledgment of acceptance 
of this preliminary permit, it shall be signed for the Permittee and returned to 
the Commission within 60 days from the date of issuance of this order. 

Commissioners Stueck and Smith not participating. 


Order authorizing issuance of first mortgage bonds 
Pacific Power & Light Co. 
Docket No. E-6565 
July 27, 1954* 


Pacific Power & Light Company (Applicant), incorporated under the laws 
of the State of Maine, authorized to do business as a foreign corporation in the 
States of Idaho, Montana, Oregon, Washington, and Wyoming, with its principal 
business office in Portland, Oregon, filed its application on June 23, 1954, as 
amended June 29, July 2, 20, and 23, 1954, requesting authorization, pursuant 
to Section 204 of the Federal Power Act, for the issuance of $30,000,000, principal 
amount of first mortgage bonds, series due 1984. 

Applicant proposes to issue the $30,000,000, principal amount, of first mortgage 
bonds under its Mortgage and Deed of Trust, dated as of July 1, 1947, to Guaranty 
Trust Company of New York and Oliver R. Brooks, as Trustees, as heretofore 
supplemented and as to be further supplemented by the Fifth Supplemental 
Indenture to be dated as of August 1, 1954. 

Applicant proposes on or about July 30, 1954, to invite bids for the purchase 
of the proposed issuance of $30,000,000, principal amount, of first mortgage 
bonds by newspaper publication and through distribution of a form of bid to- 
gether with a statement of terms and conditions relating to the bids. 

All bids must be in writing and shall specify (1) the coupon rate of the bonds 
which shall be a multiple of % of 1%, (2) the price (exclusive of accrued 
interest), to be paid to the Applicant for the proposed issuance of first mortgage 
bonds, which shall not be less than 100% nor more than 10234% of the principal 
amount thereof, and (3) that the accrued interest on said bonds from August 1, 
1954, to the date of payment therefor and delivery thereof will be paid to the 
Applicant by the purchaser. 

In addition, every bid, whether from a single bidder or group of bidders, 
must be for the purchase of all of the 1984 series bonds to be sold and must 
be accompanied by a certified or bank cashier’s check or checks in the aggregate 
amount of $1,500,000 (5% of the principal amount of the proposed issuance). 


*Supplemental order issued August 10, 1954, infra, p. 1280. 
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All bids must be presented to the Applicant before 12:00 noon, New York 
Time, August 9, 1954, unless postponed. Unless the Applicant shall reject all 
bids (which it reserves the privilege so to do), or exclude a bid or bids for 
reasons specified in the statement of terms and conditions, it will accept the 
bid which provides the lowest cost of money to it. 

The application shows that the proceeds from the proposed issuance of first 
mortgage bonds will be used, in part, to redeem, at their respective redemption 
prices, plus accrued interest to the date of redemption, the $23,990,000, principal 
amount, of first mortgage bonds of Mountain States Power Company (Mountain 
States), which were assumed by Applicant upon consummating the merger or 
consolidation of the whole of its facilities with those of Mountain States (Docket 
No. E-6547), and the remainder thereof will be applied to Applicant’s 1954 
construction program estimated to cost $11,857,000. The application sets forth, 
among other things, that such redemption of the first mortgage bonds of Moun- 
tain States which were assumed by Applicant is desirable in order to facilitate 
the covering of all properties presently held by the Applicant by one indenture 
of mortgage so as to insure to it a maximum degree of flexibility in meeting any 
future financing needs. 

The application states that the amount of all premium which Applicant pro- 
poses to pay in connection with the redemption of the aforementioned first mort- 
gage bonds which it assumed from Mountain States and the amount of the 
presently unamortized debt discount and expense applicable to those bonds 
amounting in the aggregate to $986,342, will be completely eliminated through 
a charge to Applicant’s earned surplus, which charge will be offset, in part, by 
a credit to Applicant’s earned surplus of $512,898 representing excess accruals 
of income taxes. 

Written notice of the application has been given to the Public Utilities 
Commissioner of Oregon, the Board of Railroad Commissioners of Montana, 
the Public Utilities Commission of Idaho, the Public Service Commission of 
Washington, and to the Public Service Commission of Wyoming and to the 
Governor of each of those States. Notice has also been given by publication 
in the Federal Register on June 30, 1954 (19 FR 3973), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before July 14, 1954. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

The Public Utilities Commissioner of Oregon by order dated July 1, 1954, 
and the Public Utilities Commission of Idaho by order dated July 2, 1954, and 
the Public Service Commission of Washington and the Public Service Commission 
of Wyoming by their respective orders dated July 12, 1954, authorized the Appli- 
cant to issue and sell at competitive bidding $30,000,000, principal amount, of 
first mortgage bonds, series due 1984. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued May 13, 
1954, In the Matters of Pacific Power & Light Company, Mountain States Power 
Company, Docket No. E-6547. 

(2) The proposed issuance and sale of $30,000,000, principal amount, of first 
mortgage bonds will constitute an issuance of securities within the purview of 
Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
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ing of Section 204 (f) of the Act, and the proposed issuance of first mortgage 
bonds is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of first 
mortgage bonds, as hereinafter authorized, will be for a lawful object, within 
the corporate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility, and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale at competitive bidding shall not be con- 
summated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of section 34.2 (k) (38) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegraph as contemplated 
by section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 
Applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Commissioners Stueck and Smith not participating. 


Order approving exhibits and prescribing annual charges 
Southern California Edison Co. 
Project No. 382 


July 28, 1954 


In compliance with paragraph (B) of the Commission’s order issued July 19, 
1950, 9 FPC 953, Southern California Edison Company, licensee for Project 
No. 382, filed with the Commission on December 22 and 30, 1953, revised and 
new exhibits J, K, L and F reflecting minor changes in project lands and works 
and showing the project as reconstructed in part. Said exhibits also show a de- 
crease of approximately five acres in the lands of the United States occupied by 
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the project, which now total 238.1 acres, exclusive of lands used for transmission- 
line right-of-way. 

The revised and new exhibits and those superseded thereby are designated and 
described as follows: 

Exhibit J: (FPC No, 382-71) A single sheet entitled, “General Map of Borel 
Project 382”, superseding Exhibit J (FPO No. 382-49), a single sheet entitled, 
“Key Map of Borel Project” 

Echibit K: (FPC No. 382-72 to 77, inclusive) Six sheets entitled, “Detail Map 
of Borel Project 382”, showing project boundary, area and location of canal, 
siphons, flumes, intake and other appurtenant facilities, and superseding Ex- 
hibit K (FPC No. 382-48, -3, —4, -35, -6 and -7) 

Evrhibit K: (F PC 382-78, -79 and -80) Sheets Nos. 21, 22 and 23, entitled, ““De- 
tail Map of Borel Project 382”, new exhibits showing locations of access roads to 
relocated Borel Canal. 

Exhibit L: (FPC Nos. 382-81 to 88, inclusive) Eight sheets showing design of 
project works as reconstructed and superseding Exhibits L (FPC Nos. 382-60, 
-61, -62 and -65 to -69, inclusive). 

The effect of approving the aforementioned exhibits, except Exhibit F whose 
approval by the Commission is not necessary, will be to establish the project works 
and lands as reconstructed and to fix and specify the annual charge for Project 
No. 382 for use, occupancy, and enjoyment of lands of the United States, ex- 
clusive of those lands to be used for transmission-line right-of-way. 

The Commission finds: 

(1) The above-described revised Exhibits J, K, and L conform to the Commis- 
sion’s Rules and Regulations. 

(2) The annual charge, as hereinafter fixed and specified for inclusion as 
revised Article 19 (B) of the license to recompense the United States for the use, 
occupancy, and enjoyment of its lands, exclusive of such use for transmission-line 
right-of-way, is reasonable. 

The Commission orders: 

(A) The revised exhibits referred to in the above finding (1) are hereby 
approved as part of the license, as amended, for Project No. 382, and the afore- 
mentioned superseded exhibits are hereby excluded from the license as amended. 

(B) Article 19 (B) of the license, as amended, is hereby revised to read as 
follows: 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, excluding those used for transmission-line right-of- 
way, $476.20, effective as of June 1, 1954; and 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Commissioners Stueck and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—2416 


July 30, 1954 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal office at Shreveport, Louisiana, filed application with the Federal 
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Power Commission on April 29, 1954, which was supplemented on June 9, for 
a certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of a tap on its 
Lirette-Mobile line in Hancock County, Mississippi, together with metering and 
regulating equipment at the proposed tap, for the transportation and sale of 
natural gas subject to the jurisdiction of the Commission, as described in the 
application on file with the Commission, and open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to the Town of Waveland, Mississippi, for resale in the Town. Applicant will 
finance the proposed construction out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 22, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, Louisiana, is engaged in the transportation and sale of natural 
gas in interstate commerce by means of its natural-gas pipelines located in sev- 
eral states, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order issued 
November 10, 1942, Docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cation in this proceeding, for the transportation and sale for resale of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 
468918—61——_81 
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(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule G-J as proposed, 
or any effective superseding Rate Schedule. 

Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2444 
July 30,1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in Bl Paso, Texas, on June 1, 1954, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of a tap on Applicant’s 10%4-inch Tucson-Phoenix “A” line in Pima 
County, Arizona, together with metering and regulating equipment, for the trans- 
portation and sale of natural gas subject to the jurisdiction of the Commission, 
as described in the application on file with the Commission, and open to public 
inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to the Tucson Gas, Electric Light and Power Company for resale in Drexel 
Heights and Garden City, suburban areas of Tucson, Arizona. Applicant will 
finance the proposed construction out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on July 22, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its January 11, 1944 order in Docket No. G—288, 
4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 
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The Commission orders: 
(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale for resale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-1 and B~-1 as 
proposed, or any effective superseding Rate Schedule. 

Commissioner Smith not participating. 





Order approving proposed settlement and allowing tariff revisions to take effect 
Kentucky West Virginia Gas Co. 
Docket No. G—2375 


July 30,1954 






This proceeding arises under the Natural Gas Act and concerns rate increases 
applied for by Kentucky West Virginia Gas Company (Applicant). The record 
herein has been certified to us for consideration of a proposed settlement as 
stated on the record by Commission Staff Counsel in open hearing, and as agreed 
to by all parties to this proceeding. Upon consideration of the record, we approve 
the terms of the proposed settlement, permitting the agreed upon rate increase 
to become effective subject to the terms and conditions agreed to by the parties 
as hereinafter set forth. 

On January 29, 1954, Applicant filed with the Commission its proposed new 
Rate Schedules S-1 (Fifth Revised Sheet No. 4 and Second Revised Sheets Nos. 
5, 6, 7 and 8 to its FPC Gas Tariff, Original Volume No. 1), and S-2 (Original 
Sheets Nos. 8-A, 8-B, 8-C, 8-D and 8-E to its FPC Gas Tariff, Original Volume 
No. 1). By this filing Applicant proposed to increase the rates and charges to 
its affiliate, Equitable Gas Company, and to Louisville Gas and Electric Com- 
pany, by an aggregate amount of $1,025,455, or 21.4%, annually, based on sales for 
the year ended September 30, 1953. The rates provided in the settlement, agreed 
to by all the parties, would result in an increase in revenues of $922,945 on the 
basis of sales for the year 1953. 

On February 24, 1954, pending a hearing and the Commission’s decision upon 
the question of the lawfulness of the rates proposed by Applicant, the proposed 
tariff sheets were suspended until August 1, 1954, and until such further time 


thereafter as such proposed tariff sheets might be made effective in the manner 
prescribed by the Natural Gas Act. 
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A conference among representatives of the Applicant, Louisville Gas and 
Electric Company, Public Service Commission of Kentucky and the Commission 
Staff was held on June 24, 1954, in order to discuss informally the proposed rate 
increase in an effort to reach a settlement satisfactory to all parties. Final 
agreement was reached by the parties as to the total rate increase to which 
Applicant was entitled, rates to be observed by Applicant under its rate schedule, 
and the conditions under which the settlement was acceptable to the parties. 

On June 22, and June 23, 1954, Louisville Gas and Electric Company and Public 
Service Commission of Kentucky, respectively, filed pleas to the Commission’s 
jurisdiction over the rates charged by Kentucky West Virginia to Louisville Gas 
and Electric Company which the parties agreed on the record might be dismissed 
without prejudice. 

Pursuant to the Commission’s order issued June 30, 1954, a hearing was con- 
vened on July 19, 1954, at which there were presented terms and conditions of the 
settlement. 

The Commission’s Staff computed a net investment rate base of $17,178,838 
for the test year consisting of the 12 months ending December 31, 1953. Allowing 
a 6% rate of return upon this rate base, the Staff developed a cost of service 
of $5,717,717 for jurisdictional sales. This cost of service was presented to all 
parties to this proceeding in the conference and an agreement was reached upon 
rates which would yield revenues from Applicant’s jurisdictional sales that 
would approximate the aforementioned cost of service. 

The rate levels for Applicant, as agreed upon by all parties, are as follows: 


Rate schedule Demand charge Commodity charge 


$16.44 per contract year per Mef of bill- | 14.21¢ per Mef for all gas delivered during 
ing demand. the contract year. 


On July 19, 1954, Applicant filed with the Commission its Fifth Revised Sheet 
No. 4, Second Revised Sheet No. 5, and Second Revised Sheet No. 7 to its FPC 
Gas Tariff, Original Volume No. 1, superseding the tariff sheets which Applicant 
filed on January 29, 1954 and requested that such revised sheets be permitted to 
become effective as of August 1, 1954. These revised sheets give effect to the 
agreement reached between the parties in this proceeding and provide for the 
rates set forth above. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

(2) It is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act that Fifth Revised Sheet No. 4, Second Revised Sheet 
No. 5 and Second Revised Sheet No. 7 to Kentucky West Virginia’s FPC Gas 
Tariff Original Volume No. 1, as filed July 19, 1954, be permitted to become ef- 
fective on August 1, 1954. 

The Commission orders: 

(A) The increase in rates and charges embodied in Kentucky West Virginia’s 
proposed new Rate Schedules S-1 (Fifth Revised Sheet No. 4 and Second Re- 
vised Sheets Nos. 5, 6, 7 and 8 to its FPC Gas Tariff, Original Volume No. 1) 
and S-2 (Original Sheets Nos. 8—A, 8-B, 8—-C, 8-D and 8-E to its FPC Gas Tariff, 
Original Volume No. 1) as filed on January 29, 1954, be and the same is hereby 
disallowed. 
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(B) Applicant’s Fifth Revised Sheet No. 4, Second Revised Sheet No. 5 and 
Second Revised Sheet No. 7 to its FPC Gas Tariff, Original Volume No. 1, as 
filed on July 19, 1954, be and the same is hereby allowed to take effect as of 
August 1, 1954. 

(C) Applicant, over the signature of a responsible officer, shall file with the 
Commission within 10 days from the date of the issuance of this order, in writ- 
ing and under oath, an original and four conformed copies of its acceptance of 
the terms and conditions of this order. 

(D) The pleas to jurisdiction filed on June 22, 1954, and June 23, 1954, by 
Louisville Gas and Electric Company and the Public Service Commission of Ken- 
tucky, respectively, be and the same are hereby dismissed without prejudice. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending or 
hereafter instituted by or against Applicant. 

Commissioners Stueck and Smith not participating. 


Order denying motion for recess 


American Louisiana Pipe Line Co., Texas Gas Transmission Corp., Michigan 
Wisconsin Pipe Line Co., Michigan Consolidated Gas Co. 


Docket Nos. G-2306, G—2311, G-2327, G-2328 
August 2, 1954 


Panhandle Eastern Pipe Line Company, intervener in the above-consolidated 
proceedings, made a motion on July 23, 1954, that the Presiding Examiner recess 
the hearing “pending the filing of applications for certificates of public conven- 
fence and necessity by all the intended producers, suppliers of this project.” The 
motion was opposed by counsel for applicants. The examiner, being of opinion 
that the motion related to a matter involving determination of Commission policy, 
certified the record applicable thereto to the Commission. The hearing has 
proceeded pending our disposition of the motion. 

Congress has enjoined upon this Commission administration of the Natural 
Gas Act. We do not have power to alter or modify the provisions of that Act. 
Our power, duties and function are to administer, not legislate. Determination 
that a certificate of public convenience and necessity shall issue must be made by 
application of standards prescribed by Congress in the Act. These standards 
must be met and the burden of proof in that respect is upon each applicant—in 
the instant case American Louisiana. 

Section 7 (c) of the Act provides: 


No natural-gas company or person which will be a natural-gas company 
upon completion of any proposed construction or extension shall engage in 
the transportation or sale of natural gas, subject to the jurisdiction of the 
Commission, or undertake the construction or extension of any facilities 
therefor, or acquire or operate any such facilities or extensions thereof, 
unless there is in force with respect to such natural-gas company a certificate 
of public convenience and necessity issued by the Commission authorizing 
such acts or operations * * *, 


Section 7 (e) provides: 


* * * a certificate shall be issued to any qualified applicant therefor, au- 
thorizing the whole or any part of the operation, sale, service, construction, 
extension or acquisition covered by the application, if it is found that the 
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applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Act and the re- 
quirements, rules, and regulations of the Commission thereunder, and that 
the proposed service, sale, operation, construction, extension, or acquisition, 
to the extent authorized by the certificate, is or will be required by the 
present or future public convenience and necessity; otherwise such ap- 
plication shall be denied. 


Congress has required findings based upon the evidence adduced of record that 
the “applicant is able and willing properly to do the acts and to perform the 
services proposed * * *, otherwise such application shall be denied.” (Em- 
phasis supplied.) Prerequisites to a finding that an applicant is “able” to do 
the acts and perform the services proposed are, inter alia, subsidiary findings 
relating to gas supply, economic feasibility, marketability and adequacy of design 
and capacity. Where the record is deficient with respect to any of such findings 
there is no basis upon which the finding required by the Act can rest. 

Whatever may have been conceived to be the scope of the Act prior to the 
decision in Phillips Petroleum Co. v. Wisconsin, 347 U. S. 672, decided June 7, 
1954, the Supreme Court has now declared that a producer or gatherer who is 
engaged in the transportation of natural gas in interstate commerce or the sale 
in interstate commerce of such gas for resale is a “natural-gas company” subject 
to the provisions of the Natural Gas Act. 

Issuance of Order No. 174 on July 16, 1954, 13 F. P. C. 1195, represents merely 
a necessary step in our endeavor reasonably to administer the law. The re- 
quirements of section 157.23 are not the source of any rights or privileges nor 
do they impose any restrictions upon existing rights or privileges. Rights and 
duties have their source in the Act, not in rules and regulations promulgated 
by us. Rules and regulations are merely tools to be used to implement and to 
make effective the provisions of the Act. 

The record in the instant proceedings has not been closed. Taking of testimony 
is in progress and applicants have indicated that further direct testimony will 
be presented. A substantial number of interveners have stated their intention 
to present evidence relating to their requests for allocations of gas. In these 
circumstances, the record should present for our simultaneous consideration the 
present applications and the applications of those persons upon whom American 
Louisiana proposes to rely for its supply of gas. The circumstances in this case 
afford an opportunity for and the public interest requires that these related 
and interdependent applications for certificates of public convenience and neces- 
sity be considered simultaneously on this record before any certificate of public 
convenience and necessity should issue. 

It may be that those producers who heretofore have been regarded as exempted 
from or beyond the scope of the Act may not be fully prepared to file applications 
forthwith. We have deliberately simplified our regulations to facilitate such 
filings. We assume that the producers here who have agreed to supply American 
Louisiana will remain desirous of supplying natural gas for the latter’s proposed 
project. Immediate recess of proceedings might delay the reception of evidence 
into the record in the proceedings. We are of opinion, therefore, in the cir- 
cumstances that the motion of Panhandle for an indefinite recess should be 
denied and we will direct that the hearings continue through August 6, 1954, at 
which time there shall be a recess. Hearings shall reconvene September 13, 1954. 

The Commission orders: 

(A) The motion of Panhandle Eastern Pipe Line Company for an immediate 
recess in the above-captioned proceedings be and the same is hereby denied. 
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(B) The hearing shall continue through August 6, 1954, at which time said 
hearing shall be in recess to be reconvened September 13, 1954. 
Commissioners Smith and Stueck not participating. 


Order further amending order issuing certificate of public convenience and 
necessity 


Northern Natural Gas Co. 
Docket No. G—2063 
August 2, 1954 


Northern Natural Gas Company (Northern) filed on May 12, 1954, a petition 
to amend the order issued April 22, 1954, 13 F. P. C. 972, and order issued March 
11, 1954, accompanying Opinion No. 268, 13 F. P. C. 32, in the above entitled 
matter to authorize the construction and operation of 5.5 miles of 24-inch and 
59 miles of 20-inch pipeline in lieu of 64.5 miles of 24-inch pipeline as authorized 
by such order; said line to extend from the Paullina, Iowa, Compressor Station 
to a point south of Sioux Falls, South Dakota. Such petition was supplemented 
on June 22, 1954. 

From the petition as supplemented it appears that the original purpose of the 
Paullina-Sioux Falls line was to provide additional capacity for the maintenance 
of adequate service to the Sioux Falls, South Dakota, area; to provide service 
to the markets in the vicinity of the line; to provide capacity to serve new areas 
in South Dakota not presently served by Northern; and to provide capacity for 
possible future receipt of natural gas into Northern’s system from the Williston 
Basin in North Dakota. It further appears that since the date of issuance of 
the order cited above Northern has made further studies regarding the methods 
and routes by which Williston Basin gas may be received into its system. 
Such studies indicate that if Williston Basin gas becomes available to Northern 
it can be more economically received into Northern’s system along a route other 
than that to be traversed by the proposed Paullina-Sioux Falls lateral. 

In addition, Northern has completed and submitted with its petition, as 
supplemented, studies to determine the effect of the proposed reduction in pipe- 
line capacity upon its existing customers in the area being served and its 
potential customers, including those proposed to be connected to its system in 
eastern South Dakota. From these studies it appears that the line as now 
proposed has -apacity adequate to enable Northern to serve all presently antici- 
pated loads during the ensuing five-year period. As now proposed it appears 
that the reduction in size of the pipeline will result in a decreased capital 
investment of approximately $626,000. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act to amend the order issued March 11, 1954, 
accompanying Opinion No. 268, and order issued April 22, 1954, as hereinafter 
ordered. 

The Commission orders: 

The orders issued March 11 and April 22, 1954, in the above-entitled matter 
be and the same hereby are further amended to authorize Northern Natural Gas 
Company to construct and operate 5.5 miles of 24-inch and 59.0 miles of 20-inch 
line in lieu of 64.5 miles of 24-inch line originally authorized to extend from 
the Company’s Paullina, Iowa, Compressor Station to a point south of Sioux 
Falls, South Dakota. 

Commissioner Smith not participating. 
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Order confirming and approving rate schedule and general rate schedule 
provisions for interim period 


Eklutna Project, Alaska 
Docket No, E-6544 


August 4, 1954 


On February 9, 1954, the Bureau of Reclamation, Department of Interior (Rec- 
lamation), filed for confirmation and approval by the Federal Power Commission, 
pursuant to the provisions of the Act of Congress of July 31, 1950 (64 Stat. 
882), as amended by the Act of August 13, 1953 (67 Stat. 574), its initial Rate 
Schedule AF-1 for the sale of power to be produced at the Eklutna Project, 
Alaska (Eklutna). Thereafter, on May 27, 1954, there was submitted certain 
“General Rate Schedule Provisions” for confirmation and approval by the 
Commission. 

The proposed rate schedule applies to wholesale firm power service from Ek- 
lutna, for which a monthly capacity (demand) charge of $2.25 per kw of billing 
demand (the highest 30-minute integrated demand during the month) and an 
energy charge of 6 mills per kwh is provided. If delivery is taken by the cus- 
tomer at the transmission voltage a discount of 5%, representing savings of 
substation costs, will be allowed. If service is metered at the secondary side 
of the customer’s transformer, the meter readings will be increased 2% to com- 
pensate for losses. 

In order to permit customers to contract for a two-year load growth of approxi- 
mately 25% in excess of initial requirements, the proposed rate schedule provides 
for application of a graduated minimum annual capacity charge during that per- 
iod. The minimum charge for the first year is $21.60 per kw of 80% of the con- 
tract demand ; for the second year, $21.60 per kw of 90% of the contract demand; 
and for subsequent years, $21.60 per kw of 100% of the contract demand. 

The “General Rate Schedule Provisions” provide, among other things, that the 
amount of energy which Reclamation is obligated to supply from Eklutna shall 
not exceed an amount equivalent to a 52% annual load factor, based on the con- 
tract demand; and, further, that if the customer obtains service from sources 
other than Eklutna, deliveries in any month may be restricted to an amount not 
to exceed the customer’s normal monthly load factor. Other sections thereof 
provide for breakdown or emergency service and for settlement of imbalances in 
the interchange energy account (in cases where individual contracts provide for 
interchange of energy) at the energy rate of 6 mills per kwh. 

Pursuant to the provisions of the Act of Congress of August 13, 1953 (67 Stat. 
574), the Bureau of Reclamation, Department of Interior, has negotiated a con- 
tract with the City of Anchorage, Alaska (Anchorage), providing for the con- 
veyance by Anchorage to the United States of the so-called “Little Eklutna” 
hydroelectric development, Licensed Project No. 350. As consideration therefor, 
Anchorage will receive energy from Eklutna equal in amount to that generated 
in the past by the existing plant (“Little Eklutna’”’) at a special lower rate. For 
the first 1,250,000 kwh per month Anchorage will pay only 5.884 mills per kwh 
instead of the standard rate, which is estimated to be 11 mills per kwh. Deliv- 
eries in excess of 1,250,000 kwh per month will be paid for at the standard 
rate. This arrangement will continue in effect for a period of approximately 
24 years, the unexpired portion of the license for Project No. 350; thereafter, the 
standard rate will apply without modification. 
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Notice of the request for confirmation and approval of the proposed rates and 
charges was published in the Federal Register on February 19, 1954 (19 F. R. 
986). No comments or protests or requests to be heard have been received. 

By order issued July 19, 1954, the Commission made an interim allocation of 
the capital investment, including interest charges, in Eklutna in which it was 
determined that the amount of $30,700,000 was properly allocable to the power 
development. The Commission further determined that this amount was to be 
used on an interim basis pending a final determination thereon by the Commis- 
sion after submission of final cost data, for purposes of amortization of the 
capital investment in the project. From estimates of revenues and expenses 
submitted by the Bureau of Reclamation it appears that the revenues to be re- 
ceived by Eklutna under the proposed rates will be sufficient to amortize within 
a reasonable number of years the project investment of $30,700,000. 

However, in view of the tentative nature of the allocation of project invest- 
ment and the lack of actual operating experience at Eklutna, we deem it necessary 
and appropriate to limit our confirmation and approval of the proposed rates, as 
hereinafter granted, to an interim period not to exceed three years pending the 
determination by the Commission of a final allocation of project costs and the 
submission by Reclamation of additional information reflecting the results of 
actual operations at Eklutna. 

The Commission finds: 

It is appropriate for the purposes of the Acts of Congress referred to herein 
that Rate Schedule AF-1 and the related “General Rate Schedule Provisions” 
be confirmed and approved for an interim period not to exceed three years 
pending the determination by the Commission of a final allocation of project 
eosts and the submission by Reclamation of additional information reflecting 
the results of actual operations at Eklutna. 

The Commission orders: 

Rate Schedule AF-1 and the related “General Rate Schedule Provisions” be 
and they hereby are confirmed and approved for application to the sale of power 
produced at Eklutna during an interim period not to exceed three years from the 
date of issuance hereof pending the determination by the Commission of a final 
allocation of project costs and the submission by Reclamation of additional infor- 
mation reflecting the result of actual operations at Eklutna. 

Commissioner Smith not participating. 


Order denying applications for rehearing and stay 


Northwest Natural Gas Company, G—996, G—1916, G-—1917; Pacific Northwest 
Pipeline Corporation, G—1429; Westcoast Transmission Company, Inc., G—1526, 
G-1919, G-1920; Glacier Gas Company, G-1816, G—1817, G-1818; Northern 
Natural Gas Company, G—1918, G—1926, G-1927; Trans-Northwest Gas, Inc., 
G-1923, G—1924, G-2111; Colorado Interstate Gas Company, G—2121 


August 4, 1954 


On July 16, 1954, Applicants, Westcoast Transmission Company, Inc. (West- 
coast Inc.), Trans-Northwest Gas, Inc. (Trans-Northwest), and Interveners, 
National Coal Association, et al., Southern California Gas Company, and South- 
ern Counties Gas Company of California, and on July 19, 1954, Interveners, 
Pacific Gas and Blectric Company and certain municipalities in the State of 
Washington, to wit: Aberdeen, Hoquiam, Anacortes, Buckley, Centralia, Che- 
halis, Enumclaw, Marysville, Moses Lake, Mt. Vernon, Quincy, Tumwater, 
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Washougal and Winlock, filed applications under Section 19 of the Natural Gas 
Act for a rehearing respecting the Commission’s order issued June 18, 1954, 
which accompanied Opinion No. 271, 13 F. P. C. 221 in these proceedings. Cer- 
tain of the applications also requested a stay of our order. 

The applications for rehearing filed by Westcoast Inc. and Trans-Northwest 
misinterpret our decision and seek to confuse the basic considerations which led 
to our rejection of their applications. These applications are basically and 
fundamentally applications for certificates of public convenience and necessity 
under the provisions of Section 7 of the Natural Gas Act. In order that there 
may be no claimed misunderstanding or the possibility of further misinterpreta- 
tion, we wish to make it clear beyond all peradventure of doubt that the bases 
and reasons underlying our decision were the same fundamental considerations 
which have guided all our decisions when applications for certificates of public 
convenience and necessity under Section 7 of the Natural Gas Act have come 
before us.” 

At the outset it suffices to say that, on the basis of the record before us, the ap- 
plications of Westcoast Inc. and Trans-Northwest could not have been granted, 
and certificates of public convenience and necessity issued to such applicants, 
even if there had been no competing applications seeking authority to serve 
common market areas. We could not make the necessary and required findings to 
support the conclusion that the proposed service, sale, construction, or operation, 
is or will be required by the present or future public convenience and necessity. 
We were and are now unable to find, on the basis of the record, that the project 
proposed by Westcoast Inc. is or would be economically feasible. The route of 
the pipeline system proposed by Westcoast Inc., Westcoast, Ltd., and Westcoast, 
Ltd. (Alberta) is uncertain, estimated costs of construction questionable and the 
design of the pipeline suspect, particularly with reference to numerous and 
hazardous river crossings. Upon the record before us we are unable to find what 
the probable cost of the Westcoast project would be. 

Of equal importance in determining the economic feasibility of the project is 
the probable earnings, operating costs, and the certainty of a market for the 
claimed volume of sales as proposed. We seriously question whether operating 
costs as estimated are adequate. As pointed out in Opinion No. 271, Westcoast 
Inc. must depend upon large industrial sales to provide required revenue to meet 
operating costs and fixed charges. The record shows that competing fuels may 
well disrupt plans for large industrial sales and thus reduce the estimated 
revenues already too uncertain to warrant a finding that the project has assured 
earnings to meet the cost of operation and repay invested capital. 

Over and above these considerations is the question of an adequate and con- 
tinuing gas supply. Upon this record we cannot find that the Westcoast project 
has an assured supply of natural gas. We have carefully reviewed the evidence 








1 Minimum standards were first detailed by the Commission in its decision of October 
24, 1939, In the Matter of Kansas Pipe Line € Gas Co., et al., Docket Nos. G-106 and 
G-199, 2 F. P. C. 29. Those standards have been followed throughout the intervening 
years. In the Matter of General Gas Pipe Line Corporation, Docket No. G—123, 2 F. P. C. 
705; In the Matter of Tennessee Gas and Transmission Company, Docket No. G—230, 3 
F. P. C. 442, 446; In the Matter of Michigan-Wisconsin Pipe Line Company, Docket No. 
G-—669, 6 F. P. C. 1; In the Matters of Atlantic Seaboard Corp., et al., Docket Nos. G—854 
and G—962, 7 F. P. C. 926; In the Matters of Texas Gas Transmission Corp., et al., Docket 
Nos. G—859, et al., 8 F. P. C. 190, 196, 204; In the Matter of Trunkline Gas Supply Co., 
Docket No. G-882, 8 F. P. C. 250, 255; In the Matters of Commonwealth Natural Gas 
Corp., et al., Docket Nos. G—963, et al., 9 F. P. C. 70; In the Matter of Atlantic Gulf Gas 
Co., Docket No. G—887, 10 F. P. C. 79, 83; In the Matters of Grand River-Brie Gas Trans- 
mission Oo., et al., Docket Nos. G-1210 and G—1236, 10 F. P. C. 347, 356; In the Matter of 
Carolina Natural Gas Corp., et al., Docket Nos. G—1335, et al., 10 F. P. C. 469, 475-476, 
as modified and affirmed January 19, 1951, 10 F. P. C. 522. 
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of record and find that the route of the supply line from the Peace River area to 
the United States-Canada border extends through treacherous and difficult 
mountainous terrain where land slides, inaccessibility, deep snows and numerous 
river crossings make repair of any line break a matter of grave consequence and 
emergency. Temperatures drop to 60° below Fahrenheit during the winter and 
markets in the United States, if depending on such a line, would be out of gas in 
less than 24 hours in case of a line break. The line as designed would pass 
through the difficult and tortuous area in the Coquihalla Pass where 30-foot snow 
drifts are not uncommon and railroad operation is interrupted for months at 
a time. 

Furthermore, the record in this case will not support a finding that the West- 
coast project has dedicated to it an assured supply of natural gas to justify the 
proposed construction and service. The Peace River area is more or less virgin 
territory as far as natural gas is concerned and there is much uncertainty and 
many imponderables which remain unanswered in this record. While there may 
be a feeling that the actual reserves dedicated are adequate, the record is not 
such that this feeling can be transformed into assurance and certainty so as to 
warrant a finding in that regard. 

Thus, with no assurance that the Westcoast project is economically feasible, 
with its gas supply questionable and suspect, and the hazard of line breaks 
in the difficult and oft-times impassible mountainous terrain an added impediment 
to certainty and uninterrupted service, it must be clear to all concerned that our 
denial of a certificate to Westcoast and Trans-Northwest, which is entirely de- 
pendent on the Westcoast project, is based upon fundamental considerations of 
law and fact which the Congress has entrusted to this Commission. 

There has been no lack of due process. The record makes that abundantly 
clear. Since the record in this proceeding will not support required findings 
which are essential and required before a certificate of public convenience and 
necessity may issue pursuant to the provisions of Section 7 of the Natural Gas 
Act, there is and can be no necessity, excuse, or reason to do other than dismiss 
or deny the applications by Westcoast Inc. and Trans-Northwest for authority 
to import natural gas under Section 3 of the Act. Nor is there any need or 
justification for discussing questions relating to Presidential Permits because 
there can be no project authorized under Section 7 of the Act on the basis of this 
record. 

In reaching our decision, we did not assume authority with respect to the 
conduct of international affairs. Adequacy of gas supply, its certainty and 
continuity in relation to a proposed service, are elements of primary concern in 
considering a proposed project under the provisions of Section 7 of the Natural 
Gas Act. We did not rely on the lack of an international agreement as con- 
stituting the necessity for a denial of the Westcoast and Trans-Northwest appli- 
cations. When a gas supply is dependent upon foreign authority and governing 
laws which may impair the certainty of that gas supply in providing service 
for markets in the United States, we must view all impediments and hazards 
to service no less severely than we would view like hazards and uncertainties 
within the continental domain of the United States. We did no more here. 

The several intervening communities named in the first paragraph of this 
order have also filed applications, apparently for clarification of their status 
rather than for rehearing in the strict legal sense. Although they commend 
our action in granting a certificate of public convenience and necessity to Pacific, 
they complain of our action which deferred service by Pacific of natural gas to 


such communities, claiming that we should have provided for such service in 
the certificate issued to Pacific. 
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Our treatment of those communities should not be construed as a denial of 
‘service or as a finding that it would not be in the public interest to serve any 
communities when feasibility is established. All that we said was that the cer- 
tainty and economic feasibility required for a specific allocation of gas had not 
been shown. Consequently, the opportunity is presented to all such parties to 
this proceeding, including Pacific, to establish the economic feasibility of the 
respective projects in an appropriate proceeding and justify the allocation of gas 
which we cannot now make upon the record before us. 

Applications for rehearing were also filed by three California companies named 
in the opening paragraph of this order. These applications are essentially the 
same and for our purposes can be considered together. We have given con- 
siderable attention to these applications and have again reviewed the evidence 
and the offers of proof in connection with the matters asserted as error. It is 
somewhat difficult at times to ascertain the precise point the California group 
is attempting to advance. The inference—at least from all that has been said 
and filed by these interveners—is that they want gas produced from the San 
Juan field held for the benefit of California in preference to citizens of the 
Pacific Northwest. As error, these interveners assert that we have miscon- 
strued their position in that particular regard. While we certainly do not want 
to misconstrue their position, it seems clear that they are opposed to the appli- 
eation of Pacific, not for the reasons asserted by others, but because our grant 
might interfere with the supply of additional quantities of gas to California, or 
that the further development of the San Juan reserves might possibly result in 
an increase in the cost of producing gas considered dedicated to California. In 
our administration of the Natural Gas Act, we believe it our duty to consider 
broader public interests than would be the case if we were to follow the philos- 
ophy of the California interveners. We must consider the needs of the people 
in all areas. We must give consideration to the request of citizens of areas 
other than California to share—rightfully—in the distribution of the natural 
resources of this country. If we did not follow that policy, which we consider 
reasonable and just, it would never have been possible to develop the large and 
significant gas markets throughout the country or to encourage the development 
of our own natural gas resources. It is only a few years since many areas con- 
sidered by us to contain natural gas, such as the large sedimentary basins in 
the States of Colorado, Utah and Wyoming, but which had only minor or no 
development, have since been greatly developed and have contributed immensely 
to the large pipeline companies serving both the east and the west. In many 
eases heretofore decided by us, we have taken note of the fact that the pro- 
posed route of an applicant’s pipeline will traverse other potential gas producing 
areas. 

The development of the San Juan reserves should develop hand in hand with 
the development of reserves in the other areas to be traversed by the Pacific 
pipeline project. By no stretch of the imagination has California a rightful 
claim for preferential treatment in relation to all of the San Juan reserves. We 
find no merit in these petitions. 

The coal and railroad interests in their application for rehearing, assert that 
they were “deprived of an opportunity to protect its interests at Hanford.” It 
should be noted that if there ever was a case before this Commission where all 
parties were accorded due process, it is the instant one. The proceeding was 
pending before this Commission for more than three years before its conclusion. 
The record contains over 28,000 pages of testimony and 650 exhibits. Every 


? Texas Gas Transmission Corp., 8 FPC 196; Commonwealth Natural Gus Corporation, 
G-—963, 9 FPC 70; Texas Eastern Transmission Corp., 8 FPC 190. 
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single piece of evidence submitted by an applicant or intervener was sifted, 
explored, rebutted and a target for all to attack. The evidence on most of the 
material issues was in conflict, calling for the exercise of our informed judg- 
ment on the basis of the record to determine what evidence should be relied 
upon and made the basis for our findings and conclusions. 

Basically these interests object to any reliance on a letter from the Atomic 
Energy Commission dated March 17, 1954, and received in evidence. Failure to 
produce the author of the letter for cross-examination is said to be a denial of 
due process. The letter insofar as it may be construed to suggest that the 
Atomic Energy Commission would or might be interested in a supply of natural 
gas for its Hanford plant, if the price was on the order of 30¢ per Mcf, is of 
value in this proceeding only because it indicated that Pacific’s stated cost of 
service was within that range and the Hanford plant would be a possible market 
for Pacific gas. On the other hand a price of 30¢ per Mcf at the Hanford plant 
would not provide a market for Trans-Northwest since its cost of service indi- 
cated a minimum of 36¢ per Mcf. Be that as it may, the Hanford plant load is 
not essential to a finding that the Pacific project is feasible. The Pacific project 
is feasible without the Hanford load and we so find. 

Westcoast and Trans-Northwest allege that the Commission erred in finding 
and concluding that the public convenience and necessity require the certification 
of the facilities proposed by Colorado Interstate Gas Company (Colorado) in 
Docket No. G-2121 because of the Commission’s failure to consider three sub- 
sidiary issues. These three subsidiary issues are: (1) The agreement between 
Pacific and Colorado Oil and Gas Corporation, a wholly-owned subsidiary of 
Colorado, for the purchase by Pacific of Colorado Oil and Gas Corporation’s 
acreage in the San Juan Basin field; (2) The alleged operating deficit to Colo- 
rado resulting from the purchase of Pacific Gas; and (3) The failure to con- 
sider the application of Colorado-Western Pipeline Company filed with the Pub- 
lic Utilities Commission of Colorado for authority to construct an intrastate 
pipeline to bring gas from southwestern Colorado to Denver. 

We fail to see how the fact that Pacific proposes to purchase Colorado Oil and 
Gas Corporation’s acreage in the San Juan Basin field, which will comprise 
only a very small portion of Pacific’s total gas supply, has any direct bearing on 
Colorado’s project. The arrangements between Pacific and Colorado Oil and 
Gas Corporation for developing this particular acreage, including the payment 
of overriding royalty on the gas actually produced, are similar to all the other 
contracts made by Pacific for the San Juan Basin gas. 

We have found that the reserve estimates and deliverability of Pacific’s entire 
gas supply, including the Colorado Oil and Gas Corporation acreage, is adequate 
to support this project. The fact that Colorado and Colorado Oil and Gas Corpo- 
ration are affiliated does not aid Pacific. It will be time enough, but not in this 
proceeding, to determine the effect of this affiliation when we come to fixing 
Colorado’s resale rates. 

Westcoast and Trans-Northwest complain that Colorado has agreed to pay 
Pacific whatever rates are necessary to assure Pacific “the maximum net return 
and net profit” which “will be allowed or authorized under the Natural Gas 
Act.” If this statement means that Colorado will pay the rates fixed by the 
Commission, it means no more than what is required by law. If it means some- 
thing else, then we do not understand the complaint. In any event, in fixing 
rates we are not bound by contracts between purchaser and seller. 

Westcoast next complains that the project will result in an operating deficit 
to Colorado. We have found that Pacific’s estimated cost of construction is 
adequate and reasonable, so that we cannot assume that Pacific’s cost of gas 
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to Colorado will be 26¢ per Mcf rather than 18¢ per Mcf. It is true that Colo- 
rado estimates that the cost of Pacific gas delivered to Denver will be 32¢ per 
Mcf, and that based on Colorado’s revenues from the sale of this volume of gas, 
a deficit will result. But this arises from the use of costs for this project on 
an incremental basis. In other words, the revenues attributed to this project 
will be developed from rates which will be based on the cost of all gas pur- 
chased and produced by Colorado. At that time, revenues will equal Colorado’s 
total cost of service and there will be no deficit. The introduction of Pacific 
gas into Colorado’s system must be measured on a system-wide basis, and not 
on an incremental basis, in order to gain a correct view of the project. Any 
additional volume of gas at the present time will cost more on an Mcf basis 
than the present supply, but the rolling-in of Pacific gas cost with Colorado's 
total cost of gas will not be so great as to render the project infeasible, nor 
impose a burden on the rate payers whose increased requirements must be met. 

While there may be some excess gas in Colorado’s system in the first year or 
two of operation, there is no doubt but that, based on Colorado’s estimates of 
requirements in the third year and the years following, Colorado will require 
the Pacific gas. In issuing this certificate we are guided by Colorado’s long- 
range planning as well as its immediate requirements. Further, Colorado will 
Tequire most of the Pacific gas in the first two years of operation. 

The proceeding on the application of Colorado-Western Pipeline Company be- 
fore the Public Utilities Commission is not part of the record before us. As 
Westcoast states, the proceeding before the Colorado Commission was referred 
to in a petition seeking leave to intervene filed by the City and County of 
Denver in the last week of hearing in these consolidated proceedings. In 
denying Denver’s petition to intervene, but authorizing limited participation, it 
was stated in our order issued April 12, 1954, that this Commission has no 
authority to pass on the evidence before the Colorado Commission, and that we 
have before us the record made by the parties in this consolidated proceeding. 
We have found that this record justifies and requires the issuance of a cer- 
tificate of public convenience and necessity to Pacific and to Colorado. The 
action of the Colorado Commission in issuing a certificate to Colorado-Western 
occurred subsequent to our decision herein. We fail to see how the action of 
the Colorado Commission can alter our basic conclusion here that Pacific 
should be authorized to serve the Pacific northwest area as well as specified areas 
in Idaho, Utah, Wyoming and Colorado. 

In various petitions for rehearing, much is said about natural gas reserves 
in the San Juan Basin. Competent geologists disagree on many points. Esti- 
mates of probable reserves have no mathematical certainty and our review and 
consideration of the various estimates submitted of record in this case justify 
our conclusion that Pacific has adequate gas reserves. We reaffirm our finding 
in that regard. 

The Commission further finds: 

No new facts have been presented or alleged and no new principles of law 
have been set forth which either were not fully considered by us before we 
adopted Opinion No. 271 and accompanying order issued June 18, 1954, herein, 
or having now been considered, warrant rehearing, modification or stay of said 
order. 

The Commission orders: 

The applications filed herein pursuant to the provisions of Section 19 of the 
Natural Gas Act for a rehearing, or stay respecting Opinion No. 271 and ac- 
companying order issued June 18, 1954, by Westcoast Transmission Company, 
Inc., Trans-Northwest Gas, Inc., National Coal Association, et al., Southern 
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California Gas Company, Southern Counties Gas Company of California, Pa- 
cific Gas and Electric Company and the municipalities of Aberdeen, Hoquiam, 
Anacortes, Buckley, Centralia, Chehalis, Enumclaw, Marysville, Moses Lake, 
Mt. Vernon, Quincy, Tumwater, Washougal and Winlock of the State of Wash- 
ington are hereby denied. 

Chairman Kuykendall stated that while he adheres to his position as stated 
in Opinion No. 271, he concurs fully in the findings and conclusion stated 
herein. 

Commissioners Smith and Stueck not participating. 


Order No. 174-A (Superseding Order No. 174) 


Order prescribing regulations governing the filing of rate schedules and appli- 
cations for certificates of public convenience and necessity by producers and 
gatherers of natural gas which are also natural gas companies, and waiver 
of accounting requirements 


Compliance by natural-gas producers and gatherers with certificate and rate 
requirements 


Docket No. R-138 


August 6, 1954* 


Eprror’s Nore: Affirmed in Magnolia Petroleum Corp. v. F. P. C., 236 F. 2d 785 
(CA 5, 1956), certiorari denied 352 U. S. 968. Also affirmed in many other 
cases. 


By Order No. 174 issued July 16, 1954, 19 F. R. 4534, 13 F. P. C. 1195, the 
Commission amended Part 154—Rate Schedules and Tariffs, and Part 157— 
Applications for Certificates of Public Convenience and Necessity, Subchapter 
E—Regulations under the Natural Gas Act, Chapter I, Title 18, Code of Fed- 
eral Regulations, by prescribing regulations governing the filing of rate sched- 
ules and applications for certificates of public convenience and necessity by 
persons engaged in the production and gathering of natural gas and held by 
the Supreme Court to be subject to all the requirements of the Natural Gas 
Act in Phillips Petroleum Company v. Wisconsin et al., 347 U. S. 672. 

Upon further consideration of the matter, the Commission finds: 

(1) Seetions 157.23, 157.24 and 157.25 of the Regulations under the Natural 
Gas Act prescribed by Order No. 174 should be revised, as hereinafter provided, 
so as to allow those proposing to engage in the transportation or sale of natural 
gas in interstate commerce as independent producers to use one of the simpler 
forms of application therein provided and to clarify some of the requirements 
of those forms, and to clarify Section 154.94. Section 154.102, Posting, should 
be eliminated and Section 154.103, Applicability, should be re-numbered as Sec- 
tion 154.102. 

(2) The other sections in Parts 154 and 157 of the Regulations under the 
Natural Gas Act prescribed by Order No. 174 which are not being revised or 
eliminated should be readopted and as so readopted, together with the revised 
Sections 157.23, 157.24 and 157.25, are necessary and appropriate to carry out 
the provisions of the Natural Gas Act. 


*Modified by order issued September 24, 1954, infra, p. 1410, and amended by Order No. 
174—B issued December 17, 1954, infra, p. 1576. 





1256 FEDERAL POWER COMMISSION 


The Commission, acting pursuant to the authority granted by the Natural 
Gas Act, particularly Sections 4, 7 and 16 thereof (52 Stat. 822, 824, 830; 15 
U. S.C, 717e, 717f and 7170), and subject to the provisions of Sections 3 and 4 
of the Administrative Procedure Act (60 Stat. 238; 5 U. S. C, 1002, 1003), 
orders: 

(A) Part 154—Rate Schedules and Tariffs—of Subchapter BE, Regulations 
under the Natural Gas Act, Chapter I of Title 18, Code of Federal Regulations, 
is amended by adding thereto new sections reading as follows: 

§ 154.91 “Independent Producer’ Defined.—An “independent producer” as 
that term is used in these Rules means any person as defined in the Natural 
Gas Act who is engaged in the production or gathering of natural gas and who 
transports natural gas in interstate commerce or sells natural gas in interstate 
commerce for resale, but who is not primarily engaged in the operation of an 
interstate pipeline. 

§ 154.92 Filing of Rate Schedules by Producer-Gatherer “Natural-gas Com- 
panies’’.—(a) Every independent producer who, on or since June 7, 1954, has 
engaged in the interstate transportation or sale of natural gas subject to the 
jurisdiction of the Commission shall on or before October 1, 1954, file with the 
Commission rate schedules, as defined in Section 154.93 hereof, setting forth 
the terms and conditions of service and all rates and charges for such transpor- 
tation or sale effective on June 7, 1954. To each such rate schedule there shall 
be attached a statement showing actual billing for a recent month in sufficient 
detail to show how the billing amount is determined. 

(b) Every independent producer who, subsequent to the effective date of 
these rules, proposes to initiate an interstate transportation or sale of natural 
gas subject to the jurisdiction of the Commission to an existing or new cus- 
tomer shall file with the Commission not less than 30 days nor more than 60 
days prior to the date such transportation or sale is proposed to be initiated 
a rate schedule, as defined in Section 154.93 hereof, setting forth the terms and 
conditions of service and all rates and charges for such transportation or sale. 
To each such rate schedule there shall be attached a statement showing esti- 
mated sales and billing for the first month of service, in sufficient detail to 
show billing and determinants and prices used. The statement shall also give 
the proposed date of commencement of service. A complete copy of all material 
shall be furnished to each purchaser under the rate schedule. With each such 
filing there shall be submitted a list of purchasers, State commissions, munici- 
palities or other public agencies to whom such material has been mailed. 

§ 154.93 Rate Schedule Defined.—For the purpose of Section 154.91 through 
154.102 hereof “Rate Schedule” shall mean the basic contract and all supple- 
ments or agreements amendatory thereof, effective and applicable on and after 
June 7, 1954, showing the service to be provided and the rates and charges, 
terms, conditions, classifications, practices, rules and regulations affecting or 
relating to such rates or charges, applicable to the transportation of natural 
gas in interstate commerce or the sale of natural gas in interstate commerce 
for resale subject to the jurisdiction of the Commission. 

§ 154.94 Changes in Rate Schedules—No change shall be made in any rate, 
charge, or service in effect on and after June 7, 1954, for the interstate trans- 
portation or sale of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission by any independent producer required to file rate 
schedules pursuant to Section 154.92 hereof, without first filing a change in 
rates pursuant to Section 4 (d) of the Natural Gas Act and in accordance 
with this section. 
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Every change in any rate schedule, rate, charge, classification or service 
effective or applicable to a sale subject to the jurisdiction of the Commission 
as of June 7, 1954, and on file with the Commission, or required to be filed 
pursuant to Section 154.92, or in any rate schedule, rate, charge, classification 
or service effective or applicable to a sale subject to the jurisdiction of the 
Commission initiated subsequent to June 7, 1954, on file with the Commission, 
or required to be filed with the Commission pursuant to Section 154.92 shall 
be filed with the Commission not less than 30 days nor more than 60 days 
prior to the date such change in rate schedule is proposed to be made effective. 

The operation of any provision of the rate schedule providing for future 
or periodic changes in the rate, charge, classification, or service after June 7, 
1954, or the effective date of any rate schedule for initial service after June 
7, 1954, shall constitute a change in rate schedule. 

Any change in any rate schedule, rate, charge, classification, or service pro- 
vided in a rate schedule in effect on June 7, 1954, which by the terms of said 
rate schedule is to be operative after June 7, 1954 and prior to September 15, 
1954, may be filed on less than thirty days’ prior notice, subject nevertheless 
to the right of the Commission to suspend any such proposed change, if the 
Commission in any case shall, within thirty days after the date of filing, find 
it necessary to suspend such proposed change. If any such proposed change 
is suspended, the suspension period will begin with the designated effective date 
of such change. 

With each change in rate schedule there shall be submitted reasons, nature 
and basis for the proposed change, and the following information and data: 
(i) the date on which such filing is proposed to be made effective; (ii) a 
comparative statement of sales made and revenues therefrom by months under 
the then effective rate schedule and under the proposed changed rate schedule, 
or rate, charge, classification or service contained therein for the 12 months 
immediately preceding and for the 12 months immediately succeeding the pro- 
posed effective date of the rate schedule tendered for filing. Actual data shall 
be used wherever possible and any estimates shall be so designated and ex- 
plained, The statement shall be subdivided by customers and delivery points 
when more than one is involved. Such data shall show the effect of all billing 
determinants. 

If the proposed change in a rate schedule will result in an increase in a rate 
or charge, there shall also be submitted a full statement in support of such 
increase. A complete copy of all material shall be furnished to each party to 
the rate schedule. With each such filing there shall be submitted a list of 
purchasers, State commissions, municipalities or other public agencies to whom 
such material has been mailed. 

§ 154.95 Oral Agreements.—If any rate schedule or change in a rate schedule 
is not in writing, its terms shall be reduced to writing and filed with the 
Commission. 

§ 154.96 Filing Date—Filing date means the day on which a rate schedule, 
or a change in rate schedule, is received in the office of the Secretary of the 
Commission in compliance with the requirements of Sections 154.91 through 
154.103 of these Regulations. 

§ 154.97 Cancellation or Termination.—When a rate schedule or part thereof 
is proposed to be cancelled or is to terminate by its own terms and no new rate 
schedule or part thereof is to be filed in its place, the filing company shall notify 
the Commission of the proposed cancellation or termination at least 30 days 
prior to the proposed effective date of such cancellation or termination. With 
such notice the company shall submit a statement showing the reasons for the 
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cancellation or termination and a certification that such notice of cancellation or 
termination has been served on the affected party or parties, together with 
names of State commissions and interested parties to whom the notice has been 
mailed. 

$154.98 Waiver of Notice Requirements.—Upon application and for good 
cause shown, the Commission may by order provide that a rate schedule or a 
change in rate schedule shall be effective on less than 30 days’ notice. The 
Commission upon request and for good cause shown may permit a rate schedule 
or a change in rate schedule to be filed prior to 60 days before the effective date. 

§ 154.99 Number of Copies.—Two copies of any rate schedule or part thereof, 
and material relating thereto, and Notices of Cancellation or Termination, sub- 
mitted for filing must be supplied to the Commission. The Commission reserves 
the right to request additional copies. All copies are to be included in a single 
package, insofar as possible, together with a letter of transmittal and other 
material and information required by these rules, addressed to the Secretary of 
the Federal Power Commission, Washington 25, D. C. 

Such letter of transmittal shall contain a complete list of all material being 
filed, properly designated so that each item is easily identifiable. 

§ 154.100 Rejection of Rate Schedules and Material Submitted for Filing.— 
The Commission reserves the right to reject any rate schedule or material sub- 
mitted for filing which fails to comply with the requirements of Sections 154.91 
through 154.103. 

§ 154.101 Acceptance for Filing not Approval.—Acceptance for filing of any 
rate schedule or part thereof, or of a Notice of Cancellation or Termination, is 
not to be construed as approval by the Commission, nor to serve in lieu of any 
requirements under Section 7 of the Natural Gas Act. 

§ 154.102 Applicability of Sections 154.91 through 154.101—Sections 154.91 
through 154.101 hereof shall be applicable only to those persons specified in Sec- 
tion 154.91 hereof. 

(B) Part 157—Applications for Certificates of Public Convenience and Neces- 
sity under Section 7 of the Natural Gas Act, as nmended, Subchapter E, Regu- 
lations under the Natural Gas Act, Chapter I of Title 18, Code of Federal Regu- 
lations, is amended by adding thereto new sections: reading as follows: 

§ 157.23 Applications for Certificate of Public Yonvenience and Necessity by 
Independent Producer.—(a) Every independent producer of natural gas who, on 
or since June 7, 1954, has engaged in the interstate transportation or sale of 
natural gas subject to the jurisdiction of the Commission, and who has not 
heretofore obtained from the Commission a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, as amended, shall, on 
or before October 1, 1954, file with the Commission an application (original and 
14 copies) in accordance with Sections 157.24 through 157.27. Independent pro- 
ducers whose sales of natural gas subject to the jurisdiction of the Commission 
amount in the aggregate to less than 1,000,000 Mcf annually, may, in lieu of 
the foregoing, file by October 1, 1954 an application (original and five copies) 
containing the information called for by the attached Exhibit A. Pending 
action by the Commission on an application hereunder, the service for which 
authorization is sought shall be continued. 

(b) No independent producer of natural gas shall, subsequent to the issuance 
of these rules, engage in any new service with respect to the transportation of 
natural gas in interstate commerce or sale of such natural gas for resale in in- 
terstate commerce subject to the jurisdiction of the Commission without ap- 
proval of the Commission, evidenced by a certificate of public convenience and 
necessity authorizing such transportation or sale upon application (original and 
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14 copies) pursuant to Sections 157.24 through 157.27. Independent producers 
whose sales of natural gas subject to the jurisdiction of the Commission will 
amount in the aggregate to less than 1,000,000 Mcf annually may, in lieu of the 
foregoing, file an application (original and five copies) containing the informa- 
tion called for by the attached Exhibit A. In those instances where a certificate 
of public convenience and necessity is required of a natural-gas company for the 
construction or operation of facilities to enable it to take natural gas from an- 
other natural-gas company, the applications for certificates of public convenience 
and necessity shall be filed simultaneously. 

§ 157.24 Contents of application—(a) Every application for a certificate of 
public convenience and necessity required under § 157.23 hereof shall be filed 
with the Commission and shall set forth in the order indicated the following: 

(1) The exact legal name of the applicant; if the applicant is a corporation, 
the State or territory under the laws of which the applicant is organized, the 
location of applicant’s principal place of business, and the names of all States 
where applicant is authorized to do business. 

(2) The same data required by paragraph (1) of this section with respect to 
any predecessor in interest of the applicant bona fide engaged in the transporta- 
tion or sale of natural gas subject to the jurisdiction of the Commission on 
June 7, 1954. 

(3) The name, title, and post office address of the person to whom correspond- 
ence or communications in regard to the application is to be addressed. Unless 
advised to the contrary, the Commission will serve all notices, orders, and other 
papers, service of which is required, upon the person so named. 

(4) A statement of pertinent facts showing that applicant or a predecessor 
in interest of applicant was a natural-gas company within the meaning of the 
Natural Gas Act and was bona fide engaged in transportation of natural gas in 
interstate commerce or sale of natural gas in interstate commerce for resale on 
June 7, 1954, or upon commencement of the proposed transportation or sale of 
natural gas would be a natural-gas company. Without limitation upon the 
requirements of this paragraph, such statement shall include a showing of: 

(i) The sources of the gas (a) produced by applicant or predecessor and (b) 
purchased by applicant or predecessor. In case of gas produced, give the approx- 
imate location of the fields and the points of delivery, and in the case of gas pur- 
chased, the names of the sellers and points of delivery. 

(ii) The route or routes of the pipe lines over which such transportation or 
sale of natural gas was or will be accomplished. 

(iii) Any communities served on June 7, 1954 or proposed to be served (a) at 
wholesale or (b) at retail. 

(iv) The names of, and points of delivery to, any main line industrial eusto- 
mers (i. e., not located within communities under (iii) above) purchasing or 
proposing to purchase 25,000 Mcf or more per year. Such main line industrial 
customers purchasing 100,000 Mcf or more per year, shall be given the identi- 
fying designations I-1, I-2, etc., which designations shall be used in lieu of 
names on Exhibit B of the application. 

(v) Any major appurtenant properties and facilities, such as compressor sta- 
tions, gasoline plants, dehydration plants, purification plants, and gas storage 
projects. 

(b) Notice of the application shall be given by applicant by service of a true 
copy of the application (without the exhibits provided for in § 157.25) upon the 
State regulatory commission, agency, or official having authority to regulate the 
transportation or sale of gas in every State in which applicant operated on 
June 7, 1954 or proposes to operate, or upon the Governor of the State when there 
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is no such State regulatory commission, agency, or official, by delivery of said 
copy in person by registered mail. 

§ 157.25 Necessary exhibits—There shall be filed with the application as a 
part thereof the following exhibits. Any information required which is already 
on file with the Commission may be incorporated by reference. If the applica- 
tion covers operations on June 7, 1954 and the applicant is unable to file any 
designated exhibit on or before October 1, 1954, a statement setting forth the 
reasons for such failure should be submitted in lieu of the appropriate lettered 
exhibit and a further extension of time for filing the exhibit, not to exceed 
90 days, may be granted. The following required exhibits are designed to 
amplify paragraphs (a) and (b) of § 157.24. 

Evhibit A. If applicant represents a group of individuals, satisfactory proof 
of his authority to file the application. 

Evhibit B. A general key map of applicant’s facilities for the production, 
transportation, or sale of natural gas showing: 

(a) The location of gas fields from which gas is or will be produced by appli- 
eant or affiliated companies or at which gas is or will be purchased by 
applicant. 

(b) The location of applicant’s principal pipe lines and the diameters thereof. 

(c) The points of connection with the facilities or pipe line systems of other 
companies. 

(ad) The designation of points of delivery of gas to applicant’s system. 

(e) The communities served or proposed to be served at wholesale and at 
retail, indicating wholesale by a small square and retail by a small circle. 

(f) The designation of points of delivery of gas from applicant’s system, 
including points of delivery to main line industrial customers purchasing 100,000 
Mcf or more per year. Such main line industrial customers are to be desig- 
nated I-1, I-2, etc., as indicated in § 157.24 (a) (4) (iv). 

The map need be only of sufficient scale and in sufficient detail to show the 
geographical location of the properties. 

Erhibit C. The applicant may submit as many additional exhibits as may 
be deemed essential for consideration of the application. 

§ 157.26 Form of filing.—An application under § 157.24 and § 157.25 shall be in 
compliance with § 1.15 and § 1.17 of this chapter, and in addition the original of 
the application (which shall include the originals of all exhibits accompanying 
said application) shall be verified under oath by a person having knowledge of the 
matters therein set forth. 

$157.27 Other information.—The applicant may be required to furnish such 
additional information as the Commission may deem pertinent. 

§ 157.28 Abandonment of Service—No independent producer as defined in 
Section 154.91 of these Rules shall abandon any sale, transportation or service, 
subject to the jurisdiction of the Commission, being rendered on or since June 
7, 1954, without the express permission and approval of the Commission first 
had and obtained in accordance with Section 7 (b) of the Natural Gas Act. 

§ 157.29 Applicability of Sections 157.23 to 157.28.—Sections 157.23 through 
157.28 hereof shall be applicable only to an independent producer as defined in 
Section 154.91 of these Rules. 

(C) The rules and regulations herein prescribed are hereby made effective 
immediately upon issuance hereof. 

(D) Until the further order of the Commission, the rules and regulations 
requiring natural-gas companies to keep and maintain their accounts in accord- 
ance with the Commission’s Uniform System of Accounts for Natural Gas Com- 
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panies (18 CFR Chapter I, Subchapter F) and to submit reports thereon shall 
not apply to independent producers as defined in Section 154.91. 

(E) Order No. 174 issued July 16, 1954 is hereby rescinded and superseded 
by this Order. 

(F) The Secretary of the Commission shall cause publication of this Order 
to be made in the Federal Register. 

Commissioner Digby dissenting. 

Commissioners Smith and Stueck not participating. 


ExuHisit A 
(Section 157.23) 


APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY BY CLASS B 
INDEPENDENT PRODUCER* (FILE ORIGINAL AND FIVE COPIES) 


CR) TR OE BI ace ctecnctcncensneskenanntnn ssn mention 
Cap Teel GR CRI nis rn cc ete caeinidn cee naa 
(3) Zecnties of Princigad) Pincd GF DamteGe, nn osc etiicccccedadsnnenaodtie 
(4) Names of States in Which Authorized to do Business. ~...-.-----------. 


(5) Person Responsible for Application: 
a FI IE TRING cies sist nis cvstctesinns cicastecrescnnnjennenitcnd encoded tmeaenlanaiannaaaaeiaa 
CU MUNIN NID cckcn ccs cniesessenseicnsdostsectnciad ise pansdncas call ametginlasetipiaanainaheasalbuatieaieten 
(6) Description of Facilities Used for Operations for Which Certificate is Re- 
quested (where applicable). 
(a) Pipelines. 
CD TS shasta scteeetacscescte a tncceticitisiantrtiedn niacin niedatagiilaci ated a 
Se Re GUI WS Sc iia cates sics ncoacccsmnsaasecenn tn ealmepraseneseioaeeremen a 
Se Maer: CI CUI Bo. sic cstictince.nsincinccnediecnsnrcenicleepeecipnitpcipencatesaisia enim enaiciniaaaliaemiciala 
<b) Compressor Stations. 
SO PPG accidentals thinep ct certs eater ageaeaeehiel soianadoenanates 
CIE PUNE isda Nciacs ces cscs ctiols encctancieg tcc caceblaapnvemNieasch aneceenelscean Ailleekaiaimaeaaeeae 
ER CID Cn, CB crc icin sc ccsincccnesdecicoesecinigine pian ahaetpenenecmlie 
{c) Gasoline Plants. 
CO RN a iseriietts b aictciniienesciinitaicn saints nesta damnit ca indented ena eee 
Cee CRM ein INNO Dh sip dsccnitccrnescicncneenscins eat Soualsnescmnacencs et eticeaseasbapibbameoets 
(d) Dehydration Plants. 
CD I nc icticctstacteticnes ieee eenisenriiensincess cin nienepcindan abianiatinduteg sab eamaagmnataae 
CER EO CS CID iach ersitesedeinercin genannten 
(e) Purification Plants. 
(i) Location. 
Cae Se Ren Do Ske tidied aa alien nae 
(f) Storage Projects. 
Ce NN saciilesdicaiuescccnctcipavinssinccienrkconeshle Maas tases iehahaeisiien nig aaa naam eats 
(ii) Maximum volumes that can be stored Mcf. .......-__________ 
(7) Gas Supply. 
(a) Own Production: 
(i) Name and location of field 
GR) Aces OTS, ac a i . 
(iii) Mistimated gas reserve in place: 202s 


1Independent producers defined in Section 154.91 as transporting in interstate com- 


merce or selling in interstate commerce for resale a total of less than 1,000,000 Mcf per 
year of natural gas. 
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(b) Gas Purchased: 
(1) NGG OP OOO s 20 i ed le ee een ggbsnla 
(if): iadmioané location of 0066. 2612411 ttn de kt. 
(iil) “Metineated gas reserve in pikes. eee 
(iv) Point of delivery: to applicant. 2220204260 he cee 

(8) Gas Sales or Transportation Contracts (for each contract).’ 
Ca) WS OE GUPGRRIEE.. nin Oa ee eee 
(b) Potnt of Gemvery. ties i ee eae ace eed 
(ec) Contract volumes Mcf (daily or annually), indicating pressure base. ~~~ 
Cy Te Ge Te OE eh sn he ee ees 
Cy Or I a bie i tineinieenncnn mendes 
ie nn Pe I a a os een ead baibenwadiemuats 
Cae) ape eas CAE a i a hike eR chanel 


Dicsy, Commissioner, dissenting: 

I find it necessary to restate my dissent from the conclusions by the majority 
of the Commission in connection with this Order since Order No. 174, carrying 
my dissent, is completely repealed by this Order. I do, however, approve of 
the changes which this Order makes from the provisions of Order No. 174. 

In approaching our responsibilities in connection with the added jurisdiction 
of the Federal Power Commission over producers and gatherers of gas as 
outlined in the recent Supreme Court decision, it should be realized that we are 
dealing with the seventh largest industry in this country and that millions of 
consumers may be directly affected by our approach to this matter. 

It is my opinion that the majority of the Commission has exceeded its rule- 
making authority in adopting this ex parte and unilateral order. The effect 
of this order will not only fix rates retroactively to June 7, 1954, but will in many 
instances have the effect of reducing rates or prices of producers which have in- 
creased under their sales contracts since June 7, 1954. Any retroactive date is 
arbitrary. There would be as much sanction in law for making these regula- 
tions retroactive to the effective date of the Natural Gas Act in 1938 as any other 
retroactive date. This, in my opinion, is in violation of the express provisions of 
the Natural Gas Act which prohibits the fixing of rates retroactively. I also 
feel that the Order may have the effect of depriving the producers of the pro- 
visions of Section 4 of the Natural Gas Act. Under Section 4 of the Natural Gas 
Act, a natural-gas company may file an increased rate with the Commission, 
which rate can be suspended by the Commission for a period not to exceed five 
months after which time the company may collect the increased rate under bond 
awaiting a final determination by the Commission. In freezing the producer’s rate 
as of June 7, 1954, they are deprived of any opportunity to file as an original 
rate schedule a sales contract in which the price of gas has increased since June 
7, 1954. Further, original tariffs or rates cannot be suspended by the Commis- 
sion and the company is entitled under the law to collect the filed rate at least 
until after an investigation by the Commission with a final determination con- 
cerning the rate. In these particulars, at least, it is my opinion that the Order 
adopted by the majority of the Commission may deprive independent producers, 
as defined in that Order, of their right of due process of law. The Order adopted 
by the majority of the Commission requires all independent producers who were 
selling gas into interstate commerce on June 7, 1954, to file with the Commission 
their sales contracts as of June 7, 1954. The Order further requires all of these 
producers to make application to the Commission for certificates of public conven- 
ience and necessity authorizing each and every separate sale in interstate com- 


2 Contracts on file as rate schedules may be incorporated by reference. 
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merce. It has been repeatedly stated that there are 2,300 such independent 
producers. Most of these producers who are selling gas in interstate commerce 
will have an average of three separate sales which would require a minimum of 
6,000 applications for certificates of public convenience and necessity to be filed 
with the Federal Power Commission not later than October 1, 1954, and this in 
addition to the filing of all sales contracts under the rate provisions of the Order. 
From the records on file with this Commission, it appears that about 80% of 
all the gas being sold in interstate commerce is sold by approximately 61 com- 
panies and that the remaining 20% is sold by over 2,000 small producers in 
twenty States. It seems to me that a more prudent approach to our regulatory 
responsibility would call for the institution of separate proceedings in connec- 
tion with the 61 companies selling 80% of the natural gas with the right afforded 
to these companies of a public hearing under an order dealing with the rights of 
the parties in a prospective manner and not imposing regulations retroactively. 
By requiring the immediate filing of rate schedules and applications for certifi- 
cates of public convenience and necessity authorizing each sale, I fear the Com- 
mission will be unable to see the forest for the trees. I do not suggest that the 
smaller producers be excused from regulation but I certainly would insist that the 
rules of the Commission be greatly simplified insofar as they are concerned and 
that ample time be given to these small producers to orderly comply with the 
Commission’s regulations. I would give serious consideration to a grandfather 
clause qualification for these producers. I personally know that very few, if 
any, of the independent producers will have any understanding of their duties 
after reading the Order by the majority of the Commission. I also know it will 
be almost impossible for them to secure the services of attorneys who are in a 
position to tell them what to do without first making a thorough study and re- 
search concerning the Commission’s rules and regulations which are very volumi- 
nous and greatly in need of revision and compiling. 

Under the majority opinion, no producer’s price can be increased after June 
7, 1954, without a proceeding before the Commission. Our records here disclose 
that some transmission companies are purchasing gas from producers under firm 
contracts which contain provisions of one kind or another for the increase in 
the price of gas which has become effective or will become effective after June 7, 
1954, and before any opportunity can be afforded for the Commission to con- 
sider a producer’s application to increase his rate to the transmission company. 
For instance, the Texas State Producing Tax becomes effective, according to my 
information, on September 1, 1954. Most purchase contracts of transmission 
companies provide for the payment by the purchaser of all or a part of this ad- 
ditional tax. Under the Order, the transmission company will be faced with 
the problem of paying the additional price and running the risk of never recover- 
ing it or refusing to pay it and run the risk of having its gas cut off for the non- 
payment of the purchase price. Of course, if this should be done, the transmission 
company would be faced with lawsuits by distributors to whom they are selling 
under firm contracts. All of these conditions could be properly taken care of by an 
order approving all existing firm sales contracts made in good faith and at arm’s- 
length up to and including a future date of, say, October 15, 1954. This would 
give an opportunity to have both the producer and the transmission company be- 
fore the Commission on the matter of price regulation concurrently and would 


eliminate many hardships and problems which, in my opinion, are unnecessary. 
This policy would simply be to continue for the purpose of securing good regu- 
lation the same policy which has existed since the adoption of the Natural Gas 
Act in 1838 and certainly an additional 60 or 90 days under the same rules and 
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regulations which have prevailed in the past would be a small price to pay for 
an opportunity to approach this greatly enlarged regulation with thought and 
consideration. 

Section 157.23 (a) of the Order makes mandatory upon all producers who 
were selling gas in interstate commerce on June 7, 1954, the obligation to apply 
to the Federal Power Commission for a certificate of public convenience and 
necessity to authorize such sale. In this connection, I would like to call atten- 
tion to the fact that the Natural Gas Act, when passed by Congress, provided 
for a period within which any natural-gas company, as defined by the Act, 
could withdraw from its activities, or, in the absence of such withdrawal, 
should apply for a certificate of public convenience and necessity. Also, Rule 
1.7 (c) of the Commission’s regulations provides for a declaratory proceeding 
for the determination of the question of jurisdiction. This Order not only 
refuses an opportunity to the producers to withdraw from any transaction which 
makes him a natural-gas company but makes the Order retroactive to June 7, 
1954, and, in my opinion, is in violation of the purpose and intention of Congress 
in adopting the Natural Gas Act. I further feel that Section 7 (b) of the Natural 
Gas Act, dealing with abandonment, may be subject to the interpretation that 
the abandonment which cannot be made without first obtaining a certificate 
therefor is the abandonment of facilities which have been certificated or the 
abandonment of services through such facilities. It is certainly indisputable that 
the provisions of this section of the Natural Gas Act and its treatment in Section 
157.24 of the Order adopted by the majority of the Commission is subject to great 
doubt and deserves a determination after the interested parties have been given a 
chance to be heard. Section 157.24 of the Commission’s Order makes a deter- 
mination of this legal issue retroactively and without giving an opportunity to 
the interested parties to be heard on the subject. There is a strong possibility 
that this Order violates the due process clause of the Fifth Amendment of the 
Constitution, as well as the contract clause of Section 10, Article 1, of the 
Constitution. 

It is my considered opinion that the majority of the Commission has permitted 
good intentions and plausible purposes with reference to immediate and positive 
action to lead them into error. 











































Findings and order issuing certificate of public convenience and necessity and 
approval of abandonment 


The Ohio Fuel Gas Co. 
Docket No. G—2436 


August 6, 1954 





The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its princi- 
pal office in Columbus, Ohio, on May 24, 1954, filed an application pursuant to 
Section 7 of the Natural Gas Act for (1) a certificate of public convenience and 
necessity authorizing the construction and operation of approximately 8.3 miles 
of 85-inch pipeline in Union County, Ohio, replacing approximately 6.9 miles of 
5%¢-inch line, and 1.4 miles of 6-inch existing line T-56 between Richwood and 
Marysville, Ohio, which now supplies Applicant’s Magnetic Springs-Pharisburg- 
Marysville market area in Western Ohio, and (2) permission and approval to 
retire the lines to be replaced and to continue service to existing customers from 
its new facilities. 
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Temporary authority to construct and operate the above described facilities 
was granted by the Commission on June 11, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
July 30, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The record shows that Applicant’s existing line T-56 has a calculated maxi- 
mum capacity to supply the Magnetic Springs-Pharisburg-Marysville market 
area of 2,700 Mcf per day, whereas the estimated 1954-55 winter peak day re- 
quirements of this area is 3,800 Mcf per day increasing to 4,600 Mcf on the peak 
day in the 1957-58 winter season. The proposed replacement is designed to 
overcome this capacity deficiency. 

Ohio’s Department of Highways has notified Applicant of its plans to improve 
sections of State Route No. 4 above Marysville, over which road a portion of 
the existing facilities proposed to be replaced is located, with a statement that 
Applicant will be reimbursed for the cost of relocation. 

The total estimated cost of the proposed facilities is approximately $170,800, 
of which $90,880 will be paid by the State of Ohio as a contribution in aid of 
construction, and the balance of $79,920 from funds to be provided by Applicant’s 
parent, The Columbia Gas System, Inc. The cost of retiring the facilities to be 
replaced is estimated at $21,025, with a total salvage value of $58,925. Credit 
to fixed capital due to the retirement is estimated at $40,745. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business 
at Columbus, Ohio, owns and operates, among other facilities, a natural-gas 
transmission system and is engaged in transportation and sale for resale of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of August 21, 1945, 
in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described, and more fully described in the 
application herein, are to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefore 
should be issued as hereinafter order and conditioned. 

(5) The proposed abandonment of facilities by Applicant are required by 
public convenience and necessity and approval should be granted as hereinafter 
ordered. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas 
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as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3), (i), (8) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
6 months from the date on which this order issues. 
Commissioners Draper and Smith not participating. 


Findings and order issing certificate of public convenience and necessity and 
approval of abandonment 


Home Gas Co. 
Docket No. G—2455 
August 6, 1954 


Home Gas Company (Applicant), a New York corporation with its principal 
office in Pittsburgh, Pennsylvania, filed on June 3, 1954, an application for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, requesting authorization for the construction and operation 
of additional compressor facilities totalling 1,105 horsepower and the retire- 
ment of 75 horsepower at two existing compressor stations located at Applicant’s 
underground Dundee and Gilbert Storage Fields in New York, as described in 
said application on file with the Commission and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 2, 1954, respecting the matters involved and the issues presented by 
the application. No protests or petitions have been received. 

Temporary authorization for the new construction was granted on June 
22, 1954. 

The record shows that Applicant’s present Dundee Compressor Station has 
1,400 horsepower, which is capable of compressing into Dundee storage approxi- 
mately 18,670 Mcf of gas per day. Applicant’s 1954 storage schedule calls for 
delivery of 600,000 Mcf for storage in Dundee in the month of September, which 
will require that the Dundee station pump gas at a maximum daily rate of 24,000 
Mcf during September of 1954. During the 1955 input season, scheduled input 
into Dundee calls for 700,000 Mcf during each of the months of June, July, and 
August, which will require that Dundee Station pump gas at a maximum rate 
of 28,000 Mcf per day. The proposed 880 horsepower unit, together with the 
existing 1,400 horsepower at Dundee, will provide a capacity of 30,400 Mcf 
per day. 

The existing Gilbert Compressor Station consists of a 75-horsepower single- 
stage compressor unit with a maximum capacity to pump into storage approxi- 
mately 500 Mcf per day. Applicant’s 1954 storage program calls for delivery 
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of 25,000 Mcf of gas into the Gilbert storage pool in each of the months of August 
and September, which will require a maximum daily input of 1,000 Mcf per day. 
Applicant’s 1955 storage program for Gilbert during the period of June through 
September also calls for an injection rate of 1,000 Mef per day. The proposed 
substitution at Gilbert Station of 225 horsepower for the existing 75 horse- 
power unit will provide a capacity of 1,480 Mcf per day. 

The estimated overall cost of the proposed facilities is $389,000. Financing 
is proposed to be either through the issuance and sale of stock and notes to 
‘Columbia Gas System, Inc., Applicant’s parent, or out of other funds on hand. 

The Commission finds: 

(1) Home Gas Company, a New York corporation having its principal place 
of business in Pittsburgh, Pennsylvania, is engaged in the transportation and 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption, and is therefore a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of January 
5, 1943, in Docket No. G-345, 3 F. P. C. 895. 

(2) The facilities hereinbefore described, and more fully described in the 
application herein, are used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and con- 
struction thereof is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The proposed abandonment of facilities by Applicant are required by public 
convenience and necessity and approval should be granted as herein ordered. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and 
in actual operation should be fixed at 6 months from the date on which this 
order issues. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission, forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Home Gas Company to construct and operate an 
additional 880-horsepower compressor unit at its existing Dundee Compressor 
Station in Schuyler County, New York, and a 225-horsepower compressor unit 
at its existing Gilbert Compressor Station in Allegany County, New York, all as 
more fully described in its application in this proceeding, for the transportation 
and sale of natural gas subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
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in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the 
rights granted thereunder. 

(C) Permission and approval be and the same is hereby granted Applicant 
to abandon the existing 75-horsepower compressor unit at Gilbert Station as 
described hereinabove. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation is hereby fixed at 6 months from the date on 
which this order issues. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity, per- 
mitting and approving abandonment and amending orders issuing certificates 
of public convenience and necessity 


United Fuel Gas Co. 
Docket Nos. G—2461, G—2061, and G—2285 


August 6, 1954 


United Fuel Gas Company (Applicant), a West Virginia corporation having its 
principal place of business at 1033 Quarrier Street, Charleston, West Virginia, 
filed, on June 21, 1954, as supplemented July 2, 1954, an application in Docket 
No. G-2461 for a certificate of public convenience and necessity pursuant to 
Section 7 (c) of the Natural Gas Act, authorizing construction and operation 
of certain natural-gas facilities, for permission and approval pursuant to Section 
7 (b) of the Natural Gas Act to abandon and remove certain natural-gas facilities, 
and for amendment of certain orders in Docket Nos. G-2061 and G-—2285 granting 
Applicant certificates of public convenience and necessity. 

Applicant proposes to construct and operate approximately 10%4 miles of 
12-inch transmission pipeline extending in a southeasterly direction from the 
terminus of its existing Line SM-81, at the latter’s point of interconnection with 
the facilities of Tennessee Gas Transmission Company, to Applicant’s Elk 
Gasoline Plant at Charleston, West Virginia, in order to asure adequate service 
to the City of Charleston during the 1954-55 winter period and thereafter. Upon 
activation of the proposed 12-inch line, Applicant proposes, as part of a program 
of rearranging its facilities in the Charleston area, to use its existing Lines C 
and D, installed in 1903 and 1906, respectively, as intermediate pressure systems 
rather than as principal transmission facilities to Charleston, as presently 
operated. Applicant also proposes to abandon seven 1,000 H. P. gas-engine-driven 
compressor units from three of its existing stations, four from the Walgrove 
Station where they will not be needed with the proposed change in usage of 
Lines C and D, two from the Lewis Station and one from the Trace Fork Station, 
and remove to and install three of such units in its Rockport Station and four of 
such units in its Ripley Station, which stations have been authorized by Com- 
mission orders issued July 6, 1953, in Docket No. G—2061, 12 F. P. C. 1051, and 
March 26, 1954, in Docket No. G—2285, 13 F. P. C. 918, respectively. Since such 
action would effect a reduction in the authorized horsepower in the Rockport 
Station of from 3,300 to 3,000 and in the Ripley Station of from 4,400 to 4,000, 
Applicant has requested that the orders involved be amended accordingly. No 
change in service will result from the program proposed herein by Applicant. 
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Cost of constructing the proposed 12-inch transmission line is estimated at 
$448,000. The estimated overall construction cost of the Rockport Compressor 
Station has been revised from $2,545,000 to $1,543,000, and the Ripley Compressor 
Station from $2,240,000 to $1,888,500, for a total net reduction of $1,353,500 for 
the two stations due to the proposed rearrangement. Financing will be accom- 
plished by sale of notes or common stock to Applicant’s parent, The Columbia Gas 
System, Inc., or by capital contributions by the latter, which, in turn, sells its 
securities to the public. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
July 30, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a West Virginia corporation, having its principal place of 
business at Charleston, West Virginia, owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in the States of West Virginia 
and Ohio, is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order of 
March 1, 1944, in Docket No. G-341, 4 FPC 534. 

(2) The 12-inch transmission line hereinbefore described, as more fully 
described in the application herein, is proposed to be used in the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of Applicant’s existing pipeline system, and the construc- 
tion and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facility by Applicant is 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) The seven compressor units hereinbefore described, as more fully described 
in the application herein, are facilities subject to the jurisdiction of the Commis- 
sion, and the abandonment thereof by Applicant is subject to the requirements 
of Subsection (b) of Section 7 of the Natural Gas Act. 

(6) Present and future public convenience and necessity permit the abandon- 
ment of the seven compressor units hereinbefore described. 

(7) Public convenience and necessity requires amendment of the orders issued 
July 6, 1953, in Docket No. G-—2061, and March 26, 1954, in Docket No. G—2285, 
to permit installation of compressor units of reduced horsepower in the Rockport 
and Ripley Stations, as requested by Applicant and set forth in its application. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3), (i), (3) (iii), (8) (iv) and 
(5) of Section 157.20 of the Commisison’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at 6 months from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to construct and operate the 12-inch transmission pipeline 
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hereinbefore described, all as more fully described in the application in this 
proceeding and the exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized, shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
6 months from the date on which this order issues. 

(D) Permission and approval for the abandonment and removal of the seven 
compressor units hereinbefore described, as more fully described in the applica- 
tion in this proceeding and the exhibits appended thereto, be and is hereby 
granted. 

(E) The order issued July 6, 1953, in Docket No. G-—2061, and particularly 
ordering paragraph (A) thereof, authorizing Applicant to construct and operate 
Rockport Compressor Station with an installed capacity of 3,300 horsepower, 
and the order issued March 26, 1954, in Docket No. G-2285, and particularly 
ordering paragraph (G) thereof, authorizing Applicant to construct and operate 
Ripley Compressor Station with an installed capacity of 4,400 horsepower, be 
and are hereby amended to authorize installed capacities of 3,000 and 4,000 
horsepower respectively. 

Commissioners Draper and Smith not participating. 





Findings and order issuing certificate of public convenience and necessity 
Texas Gas Transmission Corp. 
Docket No. G—2466 
August 6, 1954 


Texas Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business at Owensboro, Kentucky, filed, on June 24, 
1954, an application for a certificate of public convenience and necessity, pursuant 
to the provisions of Section 7 of the Natural Gas Act, requesting authorization 
to transport natural gas on an interruptible basis for Texas Eastern Transmission 
Corporation (Texas Eastern) from Lisbon, Louisiana, to Lebanon, Ohio, for the 
period July 1, 1954, to December 31, 1954, only. 

Applicant was granted temporary authorization on July 14, 1954, to perform 
the proposed service for Texas Eastern. 

The record shows that Texas Gas presently purchases large volumes of gas 
from Texas Eastern at Lisbon, Louisiana, and sells large volumes of gas to 
Texas Eastern at Lebanon, Ohio. Customers of Texas Gas have reduced their 
purchases and Texas Gas in turn has cut back on its takes from Texas Eastern 
at Lisbon, Louisiana. As a result, Texas Eastern may have large quantities 
of gas that it must take or pay for at Lisbon under minimum take-or-pay 
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contracts.1 Texas Eastern has not the pipeline capacity between Lisbon and 
Little Rock to carry such gas to the juncture with the Big Inch Line extending 
to its storage field and markets in the East. 

Texas Eastern has arranged to have Texas Gas transport the excess gas it 
has available at Lisbon at a negotiated rate of 4.5 cents per Mcf, and redeliver 
such gas to Texas Eastern at Lebanon, Ohio, from which point Texas Eastern 
will carry it to its Oakford Storage Field in Pennsylvania. The proposed service 
is strictly interruptible and has the lowest priority of any service on the Texas 
Gas system. Thus, subject to Texas Gas having the capacity, Texas Eastern 
will save money that might otherwise be paid out in penalties and at the same 
time have the gas available in storage for its customers. 

No new facilities are required by Texas Gas or Texas Eastern as the proposed 
service will be rendered by Texas Gas through its existing 26-inch pipeline and 
through existing connections with Texas Eastern. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on Au- 
gust 2, 1954, respecting the matters involved in and the issues presented by the 
application. No protests to the application have been received. 

The Commission finds: 

(1) Texas Gas Transmission Corporation is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of March 30, 1948, in Docket No. G—855, 7 FPC 213. 

(2) The proposed service, hereinbefore described, will be the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the performance of such service by Applicant is subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed transportation service by Applicant is required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure (18 CFR 157.20), should attach to the certificate hereinafter issued, 
and to the exercise of the rights granted thereunder. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued to Texas Gas Transmission Corporation, authorizing it to trans- 
port natural gas from Texas Eastern Transmission Corporation for the period 
ending on December 31, 1954, as herein described, all as more fully described in 
the application, subject to the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 


2Under Docket No. G-2403 Texas Eastern was authorized to exchange gas with United 
Gas Pipe Line Co. to alleviate this difficulty. However, for various reasons, this exchange 
is not satisfactory. 
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graphs (1), (2), (8) (iii), and (5) of Section 157.20 of the Commission’s Rules 
and Regulations, including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

Commissioners Draper and Smith not participating. 


Order denying appeals from rulings of Presiding Examiner, motions to sever 
and dismiss, and permission for withdrawal of pleadings 


Consolidated Gas Electric Light and Power Company of Baltimore v. Pennsyl- 
vania Water & Power Company, Respondent; Public Service Commission of 
Maryland, Intervener, E—-6445; Public Service Commission of Maryland, Con- 
solidated Gas Electric Light and Power Company of Baltimore v. Pennsylvania 
Water & Power Company, Susquehanna Transmission Company of Maryland, 
Safe Harbor Water Power Corporation, Metropolitan Edison Company, Penn- 
sylvania Power & Light Company, and Philadelphia Electric Company, Re- 
spondents; Pennsylvania Public Utility Commission, Intervener, E-6350 


August 9, 1954 


On June 17, 1954, Consolidated Gas Electric Light and Power Company of 
Baltimore (Consolidated) filed an appeal with the Commission from a ruling of 
the Presiding Examiner made on April 28, 1954, overruling objections by Con- 
solidated and the Public Service Commission of Maryland to the receipt of 
evidence offered by Penn Water as to a proposed allocation of the output of the 
hydroelectric power project of Safe Harbor Water Power Corporation (Safe 
Harbor). This project is located in Pennsylvania on the Susquehanna River, 
and is operated under license issued by this Commission (Project No. 1025). On 
the same date, June 17, 1954, Consolidated filed a “Notice of Withdrawal” of an 
“Answer and Joinder and Complaint” theretofore filed by it in Docket No. E-6350, 
wherein it requested the Commission to recognize such withdrawal by granting 
permission to it to withdraw said pleading. On the same date, Consolidated 
filed a motion for an order (a) severing Docket No. E-6350 from Docket No. 
E-6445, (b) dismissing the proceedings in Docket No. E-6350, and (c) directing 
that the hearing in Docket No. E-6445 continue promptly to determine the 
amount of any discrimination in the rates of Pennsylvania Water & Power 
Company (Penn Water). 

On June 21, 1954, the Maryland Commission filed a like appeal and motion, and 
a “Notice of Withdrawal” of an “Application, Complaint and Petition” there- 
tofore filed by it in Docket No. E-6350. 

On June 22, 1954, Consolidated moved to strike certain testimony and exhibits 
theretofore received in evidence respecting the allocation of the output of the 
Safe Harbor project, and respecting rates and services of Safe Harbor Water 
Power Corporation. The Maryland Commission joined in the motion. The 
Presiding Examiner denied the motion. These parties, on June 22, 1954, ap- 
pealed from this ruling also. Thereupon the Presiding Examiner referred the 
appeals to the Commission for decision. 

Thereafter, Penn Water and Pennsylvania Power & Light Company (P. P. & L.) 
filed replies to the appeals, notices of withdrawal and motions. Consolidated, 
and Penn Water filed separate briefs in support of their respective positions. 

Consolidated has requested an opportunity to present oral argument on the 
issues involved. We have concluded, in view of the extended arguments of 
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counsel before the Presiding Examiner and the thorough treatment of the various 
issues of fact and law in the briefs of the parties, that oral argument before us 
is unnecessary. 

The Appeals. The appeals from the rulings of the Presiding Examiner present 
the following questions: (1) whether the Commission possesses the power and 
authority to allocate the output of the Safe Harbor project ; and (2) if so, whether 
the matter of such allocation and of the lawfulness of Safe Harbor’s rates and 
services is put in issue by the pleadings in Docket No. E-6350 and by the Com- 
mission’s order issued September 3, 1953, setting these proceedings for hearing. 

Respecting the first of these two questions, we are of the opinion that the 
power and authority to allocate the output of the Safe Harbor project is con- 
ferred upon the Commission by the Federal Power Act, particularly Sections 10 
(a), 20, 202, 205, 206 (a) and 207 thereof. 

Respecting the second question, we are of the view that the matters of the 
allocation of the power and energy of such project and the lawfulness of Safe 
Harbor's rates and services were made issues by the pleadings in Docket No. E- 
6350 and the order of September 3, 1953. In our opinion, the complaints filed 
by the Maryland Commission and Consolidated in Docket No. E-6350 raised the 
issue of the division of the services of the Safe Harbor project. Also, by our 
order of September 3, 1953, we took jurisdiction of the rates and services of 
Safe Harbor, including the allocation of its output. That order consolidated the 
proceedings in Docket Nos. E—6350 and E—6445, set them for hearing, and added 
Penn Water’s wholesale customers in Pennsylvania as parties respondent in 
Docket No. E-6350. In the order, we found that it was “in the public interest 
to * * * order certain showings to be made, as hereinafter ordered.” The order 
then provided that the hearing be held 

* * * concerning the matters involved and the issues presented in Docket 
Nos E-6350 and E-6445, including: (i) the determination of the services to 
be rendered or which should be rendered by Penn Water to its customers, by 
Safe Harbor to its customers, * * *; (ii) the determination of what, if any, 
Commission regulation should be imposed or other Commission action taken 
to direct or fix any of such services or to assure the proper operation of 
Penn water’s or Safe Harbor’s licensed project; (iii) the determination of 
the lawful rates for such services * * *. 

Our specification of the issues of the services to be rendered or which should 
be rendered by Safe Harbor to its customers was directly responsive to prayers 
of the Maryland Commission and Consolidated in their complaints in Docket No. 
E-6350 that the Commission determine the proper, adequate and sufficient serv- 
ice to be rendered to Consolidated by Safe Harbor and Penn Water. Further- 
more, the action taken by our order of September 3, 1953 included, in effect, the 
institution of an investigation on our own motion into the question of the allo- 
cation of the Safe Harbor output. 

The Notice of Withdrawal of Pleadings. Under the applicable rule, Section 
1.11 (d) of the Rules of Practice and Procedure, withdrawal of pleadings in any 
proceeding in which a hearing has been held or convened, or withdrawal of any 
formal complaint, may be effected only by express permission of the Commission. 
The hearing in this consolidated proceeding convened on October 19, 1953; and 
the record herein now comprises some 1,740 transcript pages and numerous ex- 
hibits. Further, a substantial portion of the record is devoted to evidence re- 
specting the allocation of Safe Harbor’s output. To permit the withdrawal at 
this time of the pleadings in Docket No. E-6350—which initially presented such 
question—might cause certain evidence upon aspects of the allocation question, 
under Section 202, to be without the scope of the issues remaining. Such with- 
468918—61 83 
















































1274 FEDERAL POWER COMMISSION 


drawal would be contrary to the public interest, inasmuch as the consideration of 
the appropriate division of the Safe Harbor output is in the public interest. For 
these reasons, we are constrained to deny the requests for permission to with- 
draw the pleadings. 

The Motions. Similar considerations compel us to deny the motions for sever- 
ance of the consolidated proceeding, for dismissal of Docket No. E—6350, and 
for a direction that the hearing in Docket No. E-6350 continue promptly to deter- 
mine the amount of claimed discrimination. It is inadvisable to undertake to 
determine piecemeal the questions presented by the consolidated proceedings, 
since all the interrelated questions involving the rates and services of Penn 
Water, Safe Harbor and Consolidated are now before us and can best be deter- 
mined at one time. Furthermore, from statements of counsel in the record, it 
appears that if Docket No. E-6350 were dismissed, Penn Water or P. P. & L., or 
each of them, would forthwith file a complaint under applicable sections of the 
Federal Power Act presenting the issue of Safe Harbor’s services. Additional 
pleadings filed by interested parties and hearings in such proceedings would in- 
evitably ensue with additional expenditures of time and money which would 
otherwise be unnecessary; aS well as the possibility of multiple appeals to the 
courts on separate facets of the nexus of issues already before us in the con- 
solidated proceeding. Also, upon completion of any such subsequent proceeding 
we might be faced with the necessity of making extensive revisions in the rates 
and services required by our decision in Docket No. E-6445, so as to give effect 
to any change that might be ordered in the allocation of Safe Harbor’s services. 

Upon consideration of these and other consequences which would attend the 
granting of these motions, we are of the opinion that the public interest requires 
their denial. 

The Commission orders: 

(A) The request of Consolidated for an opportunity to present oral argument 
before the Commission be and the same hereby is denied. 

(B) The rulings of the Presiding Examiner receiving the evidence as to a 
proposed allocation of the output of the Safe Harbor project, and denying the 
motion to strike testimony and exhibits relative to such allocation and to the 
rates and services of Safe Harbor, be and same are hereby affirmed. 

(C) Permission to withdraw the pleadings filed by the Maryland Commission 
and Consolidated in Docket No. E-6350 is hereby denied. 

(D) The motions of Consolidated and the Maryland Commission for an order 
(a) severing Docket No. E-6350 from Docket No. E-6445, (b) dismissing Docket 
No. E-6350, and (c) directing that the hearing in Docket No. E-6445 continue 
promptly to determine the amount of any discrimination in the rates of Penn 
Water, be and the same are hereby denied. 

Commissioner Smith not participating. 


Order amending license (transmission line) 
Utah Power & Light Co. 
Project No. 765 
August 10, 1954 


Application for amendment of license in order to exclude therefrom three 
transmission lines was filed on two separate dates by Utah Power & Light Com- 
pany, licensee for transmission-line Project No. 765: exclusion of the Price 
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Wellington and Eureka District 11-kv lines was applied for on August 22, 1950, 
and exclusion of a portion of the Santaquin-Wales 44-kv line on April 3, 1951. 

The portions of the Price-Wellington and Eureka District lines affecting govern- 
ment land have been dismantled. The portion of the Santaquin-Wales line from 
the south boundary line of Section 33, T. 11 S., R. 1 E. to NEY4~ANE\ of Section 
25, T. 15 S., R. 2 E., Salt Lake base and meridian, has been conveyed to the 
Telluride Power Company of Salt Lake City, Utah. 

The Secretary of the Interior has reported that the portions of the Price- 
Wellington and Eureka District lines occupying public lands have been removed 
and the land restored to a satisfactory condition. 

The effect of the amendment will be to decrease the length of 100-foot right-of- 
way on lands of the United States by 3.706 miles and to reduce the annual charges 
recompensing the United States for the use, occupancy and enjoyment of its 
lands from $836.21 to $817.68. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with any reservation or withdrawal of public lands, and it will 
not alter any of the basic facts upon which the license was issued. 

(2) The annual charge to be paid under the license as amended is reasonable 
as hereinafter fixed and specified. 

(3) Supplemental Exhibit K, Sheets 3 and 5 (FPC No. 765-8 and -10), and 
Supplemental Exhibit M filed with the Commission on September 5, 1930, now 
part of the project license as amended, should be revised to show the exclusion of 
the Price-Wellington, and Eureka District lines and of the portion of the 


Santaquin-Wales line cited above. As so revised, the aforementioned exhibits 


conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

The Commission orders: 

(A) Exhibits K and M specified in paragraph (3) above, as revised by the 
Commission, are approved as part of the license as further amended for trans- 
mission-line Project No. 765. 

(B) The license for the Utah Power & Light Company’s transmission-line 
Project No. 765 as amended is hereby further amended, effective as of January 
1, 1952: 

(i) By excluding from the paragraph beginning with the words “Now, There- 
fore” on page 2 of the license as amended, the Price-Wellington 11-kv line, the 
Bureka District 11-kv line, and the Santaquin-Wales 44-kv line from the south 
boundary lines of Section 33, T. 11 S.,R 1E to NEYNE of Section 25, T. 15 S., 
R. 2 EB. 8S. L. B. & M. 

(ii) By changing paragraph (b) of Article 12 as amended July 11, 1949, to read: 

(b) For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, $817.68. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance 
of this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 
Commissioners Draper and Smith not participating. 
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Order approving transfer of license (major) 


Robert William Phipps, John Wesley Phipps, Stanley Lubell, Floyd C. Sanger, 
and Marguerite P. Sanger 


Project No. 1890 
August 10, 1954 


A joint application was filed July 13, 1953, by Robert William Phipps, John 
Wesley Phipps, and Stanley Lubell, licensees for major Project No. 1890, and 
Floyd C. Sanger and Marguerite P. Sanger, of Los Angeles, California, for ap- 
proval of transfer of the license for the project from the former to the latter. 

The license for the project, which is former Project No. 922 improved and 
affects public lands and lands of the United States within the Inyo National 
Forest in Mono County, California, was issued effective as of January 1, 1945, 
for a period of 25 years to Champion Sillimanite, Incorporated, and was trans- 
ferred as of December 18, 1947, to Murray Dale Weaver and Lona Marie Weaver, 
and, effective as of June 12, 1951, to Robert William Phipps, John Wesley Phipps, 
and Stanley Lubell, the present licensees. 

The Commission finds: 

(1) The proposed transferees are citizens of the United States and have sub- 
mitted satisfactory evidence of compliance with the requirements of all appli- 
cable State laws insofar as necessary for the operation of the project. 

(2) Approval of transfer of the license for the project as hereinafter provided 
will not be inconsistent with the public interest. 

The Commission orders: 

(A) The transfer of the license for Project No. 1890 from Robert William 
Phipps, John Wesley Phipps, and Stanley Lubell to Floyd C. Sanger and Mar- 
guerite P. Sanger is hereby approved, effective as of the date of the transfer of 
the title to the project properties, subject to Section 9.3 of the Commission’s 
Regulations under the Federal Power Act, provided that the new licensees shall 
be subject to all the conditions of the license and to all the provisions and con- 
ditions of the Act to the same extent as though they were the original licensees, 
and subject to the further condition that the net investment in the project shall 
not be increased on account of the transfer. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance by Floyd 
C. Sanger and Marguerite P. Sanger of the license for Project No. 1890. In 
acknowledgment of the acceptance of the license, this instrument shall be 
signed by Floyd C. Sanger and Marguerite P. Sanger, the new licensees, and re- 
turned to the Commission within 60 days from the date of issuance of this 
order. 

Commissioners Draper and Smith not participating. 


Order approving revised exhibit and prescribing annual charges 
Idaho Power Co. 
Project No. 2055 
August 10, 1954 


The Idaho Power Company, licensee for Project No. 2055, filed with the 
Commission an application for amendment of plans requesting that the project 
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boundary be extended to include an additional 306.44 acres of land as part of 
the project area. The application stated the extension was necessary, because 
the additional lands are subject to seepage from the reservoir. Of the added 
land 266.44 acres are public lands of the United States, 4.26 acres of which 
have been reserved heretofore for an access road to the project. 

The additional lands are located in Sees. 27, 28, and 33, T. 5 S., R. 4 E., B. M. 
Idaho, and are shown on Exhibit K (FPC No. 2055-3), now part of the license. 
Applicant by letter dated November 10, 1953, granted permission for the Com- 
mission staff to make the necessary corrections to Exhibit K to show land 
ownership and new project boundary of the additional lands, which corrections 
have been made. 

Certain of the subject lands had been filed on by the Idaho Fish and Game 
Department for a wildlife withdrawal, but the Department’s report on this 
application indicates willingness to vacate its application provided the lands 
are developed by the applicant to improve wildlife habitat. The applicant 
states that this will be done in accordance with a previous agreement for super- 
vision of the area by the Department. 

An Assistant Secretary of the Interior, acting for the Secretary reported on 
the application. He stated that the conflict among the licensee, the Idaho 
Fish and Game Department and the United States Fish and Wildlife Service 
had been resolved by an agreement that any use by the Idaho State Fish and 
Game Commission for wildlife purposes under public land order and cooperative 
agreement with the Fish and Wildlife Service will be subject to the licensee’s 
rights under the license. 

The effect of approving Exhibit K as revised will be to enlarge the area of 
United States lands utilized by the project from 2,421.85 to 2,684.03 acres and 
increase correspondingly the annual charge for the use of such lands. 

The Commission finds: 

(1) The above-described Exhibit K with corrections to the tracings thereof 
made by the staff with the licensee’s written permission conforms to the Com- 
mission’s Rules and Regulations. 

(2) The amount of annual charges hereinafter specified for inclusion as 
revised Paragraph (C) (4) (ii) of the license to recompense the United States 
for the use, occupancy, and enjoyment of its lands, exclusive of those used for 
transmission line right-of-way, is reasonable. 

The Commissions orders; 

(A) The revised exhibit referred to in the above finding (1) is hereby ap- 
proved as part of the license for Project No. 2055. 

(B) Paragraph (C) (4) (ii) of the license is hereby revised to read as 
follows: 

(C) (4) (4%) For the purpose of recompensing the United States for the 
use, Occupancy, and enjoyment of its lands, exclusive of those used for trans- 
mission line right-of-way, $5,368.06. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the Fed- 
eral Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 

Commissioners Draper and Smith not participating. 
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Order issuing preliminary permit 
Public Utility District No. 1 of Chelan County, Washington 
Project No. 2145 
August 10, 1954 


Application was filed November 9, 1953, by Public Utility District No. 1 of 
Chelan County, Washington, of Wenatchee, Washington, for a preliminary 
permit under the Federal Power Act (hereinafter referred to as the Act) for 
proposed Project No. 2145, to be located on the Columbia River, navigable 
waters of the United States, in Chelan and Douglas Counties, Washington, and 
affecting public lands of the United States. 

As described in the application, the proposed project will consist of a concrete 
gravity dam having a spillway section 1,192 feet long, an intake and powerhouse 
section integral with the dam 1,390 feet long and an earthfill section creating 
a reservoir with pool at normal elevation 699 extending 41 miles upstream; a fish 
ladder on each bank of the stream and provision for future navigation locks; 
a powerhouse with an initial installation of nine units, each turbine rated at 
106,000 horsepower and direct-connected to a generator rated at 65,000 kilowatts 
at 83-feet gross head and provisions for an ultimate installation of 14 units; 
a switchyard ; and appurtenant facilities. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for a 
license for the project under the terms of the Federal Power Act—and does 
not prohibit construction of the Rocky Reach Project or any other project by 
the United States in the watershed involved. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that the proposed development is essentially the same as outlined for 
the Rocky Reach Project by the Corps of Engineers (Appendix F, House Docu- 
ment No. 531, 81st Congress, 2d Session); and that the project as proposed 
will not affect the Corps’ interest in navigation or flood control at this time, but 
the applicant should be notified that any future license may include terms and 
conditions in the interests of navigation. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
in commenting on the application, requested the inclusion in the permit of stipu- 
lations in the interest of recreation and fish and wildlife preservation substan- 
tially as hereinafter provided; and stated that if an application for a license is 
filed the Department of Interior will request that any license require coordinated 
operation with the Northwestern Power Pool. 

The Departments of Fisheries and Game of the State of Washington have 
asked that the permit be denied until the applicant has conformed to the statu- 
tory requirements of the State by submitting plans and specifications of the 
project, including those for the proper protection of fish life. The permit issued 
herein provides for cooperation with the Departments of Fisheries and Game 
as requested by them. 

The Oregon State Game Commission has reported that it does not wish to 
protest the issuance of the permit if it is issued for the sole purpose of main- 
taining priority of application for a license under the terms of the Federal 
Power Act for the proposed project, but wishes the Federal Power Commission 
to be aware of its position and responsibility related to the actual construction 


of such a project while it is considering the issuance of even a permit for the 
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dam. It states also that such a barrier would require elaborate fish passage 
facilities; that a large-scale research program is now being carried out to 
provide answers to unknown factors; and that it believes that dams across the 
migration routes of major anadromous fish runs should be delayed, at least 
until the results of this research are known. 

The Fish Commission of Oregon has reported that it is opposed to issuing a 
permit for the project until such time as the result from the current, extensive 
research program on fish passage at dams are available and only after develop- 
ment of those sites which will not adversely affect the salmon and steelhead 
runs. 

The Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of the 
State of Washington. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is 
apparent at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Utility District No. 1 of 
Chelan County, Washington (hereinafter referred to as the Permittee) for a 
period of three years, effective as of August 1, 1954, for the sole purpose of main- 
taining priority of application for a license for Project No. 2145 to be located 
upon navigable waters of the United States and affecting public lands of the 
United States, subject to the terms and conditions of the Act which is hereby 
incorporated by reference as a part of this permit, and subject to such rules 
and regulations as the Commission has issued or prescribed under the provisions 
of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof, and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer in San Francisco, California, or to such other officer as the Commis- 
sion may designate, accurate statements of the work accomplished during the 
period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. The Permittee shall cooperate with the Washington State Parks 
and Recreation Commission and the National Park Service in planning the 
recreational phases of the proposed project. 

Article 11. The Permittee shall cooperate with the Washington Department 
of Fisheries, Washington Department of Game, Fish Commission of Oregon, 
Oregon State Game Commission, and the United States Fish and Wildlife 
Service in formulating design criteria for fishways and other facilities to be 
recommended for inclusion in the project in the interest of fish and wildlife 
preservation. 

Article 12. The Permittee shall during the period of the permit consult and 
cooperate with the Corps of Engineers, Department of the Army, in formulating 
plans and studies involving the flood control and navigation features of the 
proposed project. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 








1280 FEDERAL POWER COMMISSION 





Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 
Commissioners Draper and Smith not participating. 


Supplemental order authorizing issuance of first mortgage bonds 
Pacific Power & Light Co. 
Docket No. E-6565 


August 10, 1954 






































By order issued July 27, 1954, 13 F. P. C. 1287, in the above entitled matter, 
the Commission authorized Pacific Power & Light Company (Applicant) to issue 
and sell through competitive bidding $30,000,000, principal amount, of first 
mortgage bonds, series due 1984, subject to the provisions, among others, as set 
forth in Paragraph (B) of that order reading as follows: 


(B) The proposed issuance and sale at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of section 34.2 (k) (3) of the Commission’s Rules relating to compli- 
ance with competitive bidding requirements and section 34.2 (k) (4) of the 
Rules, relating to affiliation, and shall have either filed such amendments or 
shall have mailed them and advised the Commission by telephone and tele- 
graph as contemplated by section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 


Applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 


Applicant on August 10, 1954, filed an amendment pursuant to the requirements 
of the aforementioned Commission order issued July 27, 1954, setting forth that 
it proposes to accept, as providing the lowest cost of money to it, the bid of 
Halsey, Stuart & Co. Inc., to purchase the $30,000,000, principal amount of first 
mortgage bonds for the price of 102.1299 with an interest rate of 344% per annum. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued July 27, 1954, referred to above, 
and under the bid it proposes to accept for the first mortgage bonds the price 
to be received by the Applicant therefor and the interest rate are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter au- 
thorized and approved will be for a lawful object, within the corporate pur- 
poses of the Applicant and compatible with the public interest which is 
appropriate for and consistent with the proper performance by the Applicant 
of service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price of such first mortgage bonds and the interest rate thereof 
under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds, referred to 
above, upon the terms and conditions and for the purposes specified in the applica- 
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tion, as supplemented by the amendment referred to above, be and the same 

hereby are authorized, subject only to the provisions of paragraph (C), (D) 

and (E), of the Commission’s order issued July 27, 1954, in this matter. 
Commissioners Draper and Smith not participating. 


Order No. 175 


Miscellaneous amendments to general rules and regulations, including rules of 
practice and procedure 


Amendment of Part 1, Rules of Practice and Procedure ; Parts 4, 5, 6, 9, 24 and 25 
of Subchapter B, Regulations Under the Federal Power Act Relating to Ap- 
plications for Licenses, Permits, and Amendments, Surrender or Termintaion of 
License, Transfer of License, or Lease of Project Property, Declarations of In- 
tention and Applications for vacation of Withdrawal and for Determination 
Permitting Restoration to Entry and Part 131 of Subchapter D, Approved 
Forms, Federal Power Act. (18 CFR, Parts 1, 4, 5, 6, 9, 24, 25, and 131) 


Docket No. R-128 


August 12, 1954 


The Commission has under consideration in this proceeding the amendment of 
its Rules of Practice and Procedure and its Regulations relating to applications 
under Part I of the Federal Power Act, more specifically the amendment of Part 
1 of Subchapter A, Parts 4, 5, 6, 9, 24 and 25 of Subchapter B, and Part 131 of 
Subchapter D, Chapter I of Title 18, Code of Federal Regulations. 

General public notice of the proposed rule making in the above-entitled matter 
was given by publication of notice in the Federal Register on November 17, 1953 
(18 F. R. 7274) and mailing notices to interested parties, including State and 
Federal regulatory agencies. A supplemental notice was published in the Federal 
Register on January 6, 1954 (19 F. R. 72) and similarly mailed to such interested 
persons. 

In response to the original and supplemental notices numerous suggestions 
and comments were submitted by interested persons respecting the changes in 
the Commission’s rules therein proposed. All such suggestions and comments 
have been carefully considered and, to the extent deemed pertinent and de- 
sirable, have been embodied in the amendments herein adopted. Also, several 
additional minor simplifying and clarifying amendments to the Commission’s 
Rules of Practice and Procedure have been incorporated herein. 

The Commission finds: 

(1) Adoption and promulgation of the proposed amendments, as revised and 
added to, will effect needed changes in the Commission’s Rules of Practice and 
Procedure and in the requirements for form and filing of applications for licenses 
and other authorizations under Part I of the Federal Power Act. 

(2) It appears also that the additional amendments of which no notice was 
heretofore given represent matters of practice and procedure which do not 
require notice or hearing under Section 4 (a) of the Administrative Procedure 
Act. 


(3) The amendments as hereinafter adopted are necessary and appropriate to 
carry out the provisions of the Federal Power Act. 
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The Commission, acting pursuant to the authority granted by the Federal 
Power Act, as amended, particularly Section 309 thereof (49 Stat. 858; 16 U. 8. C. 
825h), orders: 

(A) Part 1, entitled “Rules of Practice and Procedure”, of Subchapter A, Gen- 
eral Rules, Chapter I of Title 18, Code of Federal Regulations, be and the same is 
hereby amended to prescribe therein (in lieu of existing sections or the indicated 
portions thereof) amended Sections 1.1 (f) (4), 1.4 (c), 1.14 (a) (2), 1.17 (a), 
1.17 (b), 1.20 (h), 1.20 (k), 1.26 (ce) (5), 1.30 (ce) (1), 1.380 (d) (5), 1.31 (a), 
1.31 (b), 1.34 (c), and 1.35, to read as provided in the accompanying attachment 
which is made a part hereof by reference. 

(B) Parts 4, 5, 6, 9, 24, and 25 of Subchapter B, Regulations under the Fed- 
eral Power Act, Chapter I of Title 18, Code of Federal Regulations, be and the 
same are hereby amended to prescribe therein (in lieu of existing sections or the 
indicated portions thereof) amended Sections 4.30, 4.31, 4.32, 4.33, 4.40, 4.40 (g), 
4.40 (h), 4.41, Exhibits A, B, E, F, H, I, J, K, L, M, and N, Sections 4.42, 4.50, 
4.60, 4.70, 4.81, 4.82, 4.82 (g), 4.82 (k), Exhibits A, B, H and I, Sections 4.83, 4.84, 
4.85, 5.1, 5.4 (new), 6.2, 6.5, 9.8, 16.1, 16.2, 24.1, and 25.1, to read as provided in 
the accompanying attachment, which is made a part hereof by reference, and to 
eliminate Section 4.75 which is hereby revoked. 

(C) Part 131, entitled “Forms” of Subchapter D, Approved Forms, Federal 
Power Act, Chapter I of Title 18, Code of Federal Regulations, be and the same 
is hereby amended to prescribe therein (in lieu of existing sections or indicated 
portions thereof) amended sections 131.2, 131.3, 131.5, 131.6 and note appended 
thereto, 131.10, 131.20, and 131.30, to read as provided in the accompanying at- 
tachment which is made a part hereof by reference. 

(D) The new and amended rules and regulations herein prescribed be and 
they are hereby made effective from and after the date of their publication in 
the Federal Register. 

(E) The Secretary of the Commission shall cause publication of this order to 
be made in the Federal Register. 

Commissioners Draper and Smith not participating. 


ATTACH MENT 
AMENDMENTS TO PART 1—RULES OF PRACTICE AND PROCEDURE 


(18 CFR, Part 1) 
1. Amend §1.1 (f) (4) to read: 


(4) “Secretary” means and shall include the Secretary, the Acting Secre- 
tary, or the Office of the Secretary of the Commission. 


2. Amend § 1.4 (c) by adding the following proviso at the end thereof: 


(c) Appearances of former officers barred for one year. ... : Provided, 
however, that this rule shall not be construed as barring any such person 
from appearing before the Commission in behalf of any other branch of 
the Federal Government or in behalf of any State, municipality, or other 
public agency. 


3. Amend §1.14 (a) by deleting subparagraph (2) and substituting: 


(2) Acceptance for filing. There will be accepted for filing only such ap- 
plications, pleadings, and other papers as conform to the requirements of 
these rules, and any other applicable rule, regulation, or order of the Com- 
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mission or applicable statute; applications, pleadings or other papers 
tendered for filing which fail so to conform may be refused acceptance for 
filing and may be returned by the Secretary with an indication of the de- 
ficiencies of the tendered filing and the reason for nonacceptance and 
return. Acceptance for filing shall not waive any failure to comply with the 
rules, and such failure may be cause for striking all or any part of such filing. 


. Amend § 1.17 by deleting paragraph (a) and substituting: 


(a) By the Commission. Applications, formal complaints, petitions, other 
than intervening petitions, orders and all forms of Commission action shall 
be served by the Secretary by mail, except when service by other method 
shall be specifically required by the Commission, by mailing a copy thereof 
to the person, partnership, corporation, trust, association, or other organized 
group to be served, addressed to the person or persons designated in the 
initial pleadings, at his or its principal office or place of business. When 
service is not accomplished by mail, it may be effected by any one duly au- 
thorized by the Commission, (1) by delivering a copy of the document to 
the person to be served, or to the president, secretary, attorney or other 
executive officer or a director of a corporation to be served, or to the repre- 
sentative of the trust, association or other organized group to be served, or 
(2) by leaving a copy thereof at the principal office or place of business of 
such person, partnership, corporation, trust, association or other organized 
group to be served. The return post office receipt for said document or other 
paper when served by registered mail, or the verified return by the person 
accomplishing service, setting forth the manner of said service, shall be 
proof of such service. 

(b) By parties. Applications and petitions for amendment or modifica- 
tion of orders, answers, protests, intervening petitions, supplements or 
amendments thereto or to applications, complaints or petitions, motions, 
briefs, notices, and all other papers, except depositions, filed in proceedings 
pending before the Commission upon its docket, when filed or tendered to 
the Commission for filing, shall show service thereof upon all participants 
to the proceeding. Such service shall be made by delivering in person or by 
mail, properly addressed with postage prepaid, one copy to each participant. 


r 


5. Amend §1.20 (h) by deleting the proviso in the first sentence and sub- 
stituting : 


(h) Prepared expert testimony. . .. Provided, That copies of such pre- 
pared testimony shall have been served upon all parties to the proceeding 
or their attorneys of record, including staff counsel of record, at least 5 
days in advance of the session of the hearing at which such testimony is 
offered, unless all parties in attendance at the session of the hearing at 
which such testimony is offered and staff counsel shall agree that all or any 
part of the 5 days’ prior service be waived, Provided, further, that the Com- 
mission or the presiding officer, absent such agreement, may permit the 
introduction of such written testimony after having given all parties and 
staff counsel present a reasonable opportunity (not less than 24 hours) to 
examine it. 


6. Amend §1.20 (k) by changing the final period (.) to a comma (,) and 
adding : 


or upon motion to the Commission or the presiding officer as provided for 
in § 1.12. 
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7. Amend § 1.26 (c) (5) by deleting the last sentence and substituting: 


In addition, unless otherwise directed by the Commission or the presiding 
officer, two copies of each exhibit of documentary character shall be fur- 
nished for the use of the Commission. 


. Amend § 1.30 (c) (1) by deleting the first sentence and substituting: 


(1) In lieu of any intermediate decision (initial by presiding officer, rec- 
ommended by presiding officer or designated responsible officer, or tentative 
by the Commission), any party or staff counsel in any proceeding may re- 
quest that the Commission forthwith render the final decision; and if all 
other parties and staff counsel join or concur in such request, it shall be 
deemed to have been granted unless the Commission denies such request 
within 10 days next following its submission or filing. 


9. Amend § 1.30 (d) by deleting subparagraph (5) and substituting: 


(5) Decisions by the Commission in proceedings in which the inter- 
mediate decision procedure has been omitted in accordance with sub- 
paragraphs (c) (1) and (c) (3) of this section. 


10. Amend § 1.30 (i) by deleting the last sentence and substituting: 
Such service shall be by mail or by delivery to the parties or their attorneys, 
as may be appropriate, in accordance with § 1.17. 


11. Amend §1.31 (a) by adding the following final sentence: 


Exceptions shall conform to the requirements of Sections 1.15, 1.16 and 1.17, 
but need not be verified under oath. 


12. Amend §1.31 (b) by deleting the last sentence and substituting: 


Supporting reasons for the exceptions, may, if desired, be submitted in a 
separate document. 


13. Amend § 1.34 by adding the following final paragraph: 


(c) Action on. Unless the Commission acts upon the application for re- 
hearing within thirty days after it is filed, such application shall be deemed 
to have been denied. 


14. Amend § 1.35 by changing final period (.) to a comma (,) and adding: 
except that five conformed copies of such notice shall be filed in lieu of the 
fourteen conformed copies required by Section 1.15 (b). 


AMENDMENTS TO PART 4—LICENSES, PERMITS, ETC. 
(18 CFR, Part 4) 
15. Revise § 4.30 to read: 


Who may file. An application for license may be filed by any citizen, 
association of citizens, corporation, State, or municipality desirous of obtain- 
ing a license pursuant to the Act: Provided, however, that if a preliminary 
permit has been issued, no action on applications by others than the per- 
mittee covering in whole or in part the same reach of stream or streams 
shall be taken that might infringe on the rights of the permittee under 
Sections 5 and 7 of the Federal Power Act. 


16. Revise § 4.31 to read: 


Acceptance for filing or rejection of applications. When an application 
which conforms to the requirements of Section 1.15 is received it will be 
given a filing number, notice of receipt thereof and filing number given 
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thereto will be furnished applicant, and notices will be given in accordance 
with the requirements of Section 4 of the Act (49 Stat. 839; 16 U. S. C. 797), 
Section 1.37 hereof, and the Wildlife Resources Act of 1946 (60 Stat. 1080). 
Notice will also be given to the appropriate office of the Department of the 
Interior as to the public lands affected, if any, so that withdrawals from 
entry may be recorded, unless such action has been taken in connection 
with a preliminary permit. An application may be acceptable for filing 
for processing prior to final Commission action thereon, provided it con- 
tains the information required under Section 4.40 (a), (b), (c), (d), (e), 
(f), and (h), together with Exhibits A, B, E, G, J, K, L, M, and O, required 
under Section 4.41. Such application may include as Exhibit K, a project 
area map with such information with respect to lands affected as is readily 
available without a detailed survey, and as Exhibit L, the tentative design 
of the project works proposed. An application which fails to meet these 
requirements will be rejected by the Secretary as provided by Section 1.14. 
However, the applicant may be required to furnish the balance of the infor- 
mation required under Sections 4.40 and 4.41 at such time as the Secretary 
directs and failure to furnish same will constitute grounds for rejection of 
the application by the Secretary as provided by Section 1.14. The Com- 
mission may require as a condition of license that the licensee furnish ad- 
ditional or revised exhibits by a specified time and failure to furnish such 
information within the time specified or an extension thereof granted by 
the Commission shall constitute a violation of the license and cause for 
action under Section 26 of the Federal Power Act. In case any information, 
documents or exhibits required to be filed with an application are already 
on file with the Commission, in current form and substance, the same may 
be incorporated in the application by reference. 


17. Amend § 4.32 to read: 


Hearing on application. A hearing upon an application may be ordered 
by the Commission, in its discretion, either upon its own motion or upon the 
motion of any party in interest. The hearing shall be limited to the issues 
specified by order or orders of the Commission. 


18. Amend § 4.33 to read: 


Issuance and acknowledgement of acceptance. When the Commission 
shall have issued a license or an amendment thereof, the same shall be for- 
warded to the applicant for acknowledgement of acceptance. Unless an 
application for rehearing is filed, or unless the order is stayed by the Com- 
mission, the order issuing the license or an amendment thereof shall be- 
come final thirty (30) days from date of issuance and the acknowledg- 
ment of acceptance shall be filed in triplicate with the Commission within 
sixty (60) days from date of issuance of the license or the amendment. 


19. Amend the first paragraph of § 4.40 to read: 


Contents. Each application for license for a complete project of more 
than 100 horsepower installed capacity, to be constructed, or for a minor 
part of such project shall be verified, shall conform to Section 131.2 of this 
chapter, and shall set forth in appropriate detail the following informa- 
tion in the order indicated. Unless otherwise specified, the original and 
five conformed copies of the application and all accompanying documents 
shall be submitted with one additional conformed copy for each interested 
State Commission. 
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20. Amend § 4.40 (g) to read: 


The lands and reservations of the United States which will be affected 
by the proposed project. 


21. Amend § 4.40 (h) to read: 





















































A description of the proposed initial and ultimate schemes of develop- 
ment including installed capacities contemplated in each scheme. 


22. Amend the first paragraph of § 4.41 and Evhibits A, B, E, F, H, I, J, K, L, 
M, and N described therein to read: 


Required exhibits. There shall be filed as part of the application for 
license the following exhibits, provided, that any exhibit not incorporated 
as a part of the application shall be certified in conformity with Sec. 131.4 
of this chapter: 

Exhibit A. If applicant is a corporation: One copy of charter or certificate 
and articles of incorporation, with all the amendments thereto, duly certi- 
fied by the secretary of state of the State where organized, or other proper 
authority, and the required number of additional uncertified copies: one 
certified and the required number of additional uncertified copies of the by- 
laws; and six copies of the certificate of organization with one additional 
copy for each interested State commission in conformity with Sec. 131.3. 
If the project is located in another State than that in which the corpora- 
tion is organized, a certificate and the required additional copies shall be 
submitted from the secretary of state or other proper authority of the State 
in which the project is located, showing compliance with the laws relating 
to foreign corporations. 

If the applicant is a State: Copies of the laws under authority of which 
the application is made, or reference thereto. 

If the applicant is a municipality as defined in the Federal Power Act: 
One copy of its charter or other organization papers, duly certified by the 
secretary of state of the State in which it is located, or other proper author- 
ity, and the required number of additional uncertified copies. Copies of, 
or reference to, the State laws authorizing the operations contemplated by 
the application. 

If the applicant is a natural person. An affidavit by applicant that he is a 
citizen of the United States, and the required number of additional copies 
thereof. 

If the applicant is an association: One verified copy and the required 
number of additional copies of its articles of association. If there are no 
articles of association, that fact shall be stated over the signature of each 
member of the association and the required additional copies of the state- 
ment submitted. A complete list of members and a statement of the citizen- 
ship of each must be given in an affidavit by one of them, and an original 
and the required number of additional copies submitted. 

Echibit B. Copy of all minutes, resolutions of stockholders or directors, 
or other representatives of the applicant, properly attested, and the required 
additional copies, authorizing the filing of application. 

Erhibit BE. The nature, extent, and ownership of water rights which the 
applicant proposes to use in the development of the project covered by ap- 
plication, together with satisfactory evidence that the applicant has pro- 
ceeded as far as practicable in perfecting its rights to use sufficient water 
for proper operation of the project works. A certificate from the proper 
State agency setting forth the extent and validity of the applicant’s water 







ORDERS 1287 


rights shall be appended if practicable. In case the approval or permission 
of one or more State agencies is required by State law as a condition prece- 
dent to the applicant’s right to take or use the water for the operation of 
the project works, duly certified evidence of such approval or permission, 
or a showing of cause why such evidence cannot by reasonably submitted 
shall also be filed. When a State certificate is involved, one certified copy 
and the required additional uncertified copies shall be submitted. 

Echibit F. Full details as to lands owned by applicant, and as to ap- 
plicant’s plans for acquiring title to or the right to occupy and use lands 
other than those owned by the applicant or by the United States, necessary 
or essential for carrying out the project covered by the application. If the 
applicant, at the time of filing application, has by easement, lease, franchise, 
or otherwise acquired the right to occupy and use lands owned by others, the 
statement should show with respect to each separate right of occupancy 
and use— 

(1) From whom acquired. 

(2) The date acquired. 

(3) Nature and extent of the right acquired. 

(4) Whether perpetual or limited term. 

(5) If of limited term, when such term expires. 

(6) For each parcel acquired, the area inside of the project boundary 
and the area outside of the project boundary, and a reference to Exhibit K. 

Evrhibit H. Statement of the proposed operation of the project works 
during times of low, normal and flood flows of the stream, including a 
statement of the minimum flow proposed to be released during periods of 
low water and to the extent possible full exposition of any proposed use of 
the project for the conservation and utilization in the public interest of the 
available water resources for the purposes of power, navigation, irrigation, 
reclamation, flood control, recreation, wildlife and municipal water supply. 
Statement as to whether in relation to existing and proposed future projects 
in the same or related watersheds, the fullest practicable utilization of the 
water, storage possibilities, and head available will be made possible. 
Furnish operating rule for reservoirs with draw-down and usable storage, 
state criteria for determining spillway capacity. 

Evhibit I. Estimate of the dependable capacity and average annual 
energy output to be generated by the project (dependable capacity for 
purposes of this section is equal to the amount of capacity from an alternative 
additional source which would be required to meet the load during the 
critical flow period for the system if the proposed hydro-project were not 
constructed). Specify the period of critical stream flow used in determining 
the dependable capacity and describe the load into which the power gen- 
erated by the project will be utilized. Furnish the following engineering 
data: a flow duration curve indicating the period of record and gaging 
stations used in deriving this curve, a tailwater rating curve, a curve show- 
ing estimated plant capability versus head, and an outline of plan for future 
proposed hydro-projects on the stream involved and their approximate loca- 
tion and ultimate installed capacity. When pertinent, state assumptions 
used for evaporation leakage, and head losses. 

Exhibit J. General map covering the entire project area, showing on 
a single sheet and to an appropriate scale the location of the following. 

(1) Principal structures and other important features of the project, 
including such roads, railways, tramways, and bridges as it is proposed 
shall become part of the project works and be placed under the license. 
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(2) All transmission lines, substations, switchyards, and telephone lines, 
which it is proposed shall become a part of the project works and be placed 
under license, as well as general layout of the transmission system, if any, 
with which the project may be connected, indicating prominently by ap- 
propriate symbol the portion or portions of the transmission lines or system 
covered by application for license. 

(3) State and county lines, reservations of the United States, towns, 
streams, stream gaging stations, railroads, power plants, irrigation systems 
and other features in the vicinity of the proposed development, informa- 
tion concerning which will aid in arriving at a general comprehension of 
the project. 

(4) Reference to the detail map (Exhibit K) indicating by outline the 
portion shown on each sheet. 

(5) If all features cannot be shown with sufficient distinctness on one 
sheet, two general maps may be furnished, one for the power plant and 
appurtenant works, and one for the transmission system. (See specifica- 
tions for drawings § 4.42) 

Exhibit K. Detail map covering entire project area. Scale shall be such 
as to show clearly, but without unnecessary multiplicity of sheets, the essen- 
tial details of surveys and of notes as to ownership or right of occupancy 
of lands within the project area. In general, a scale of approximately 
400 feet to the inch is appropriate for features containing a relatively 
large amount of detail, and scales of 1,000 or 2,000 feet to the inch where 
there is little detail, as is frequently the case with respect to transmission 
and telephone lines, roads, and railways. Elevations shall be tied to Gov- 
ernment bench marks whenever available, and shall be referred to mean sea 
level except that in the case of projects in navigable waters having a datum 
accepted for local use by the Office of the Chief of Engineers, Department 
of the Army, such local datum shall be used. If more than one sheet is 
used the sheets shall be numbered consecutively, and each shall bear a 
small diagram showing the entire map and indicating the portion shown 
on each sheet. Several sections of a conduit, transmission line, telephone 
line, road, railway, etc., may be shown upon a single sheet, each so placed 
or limited as to avoid crowding or confusion. Except to the extent and in 
such particulars as the requirements may be expressly waived or modified 
by the Commission the detail map to be filed as this exhibit shall conform 
to the specifications for drawings, Sec. 4.42, and the following require- 
ments: 

(1) It shall show the project area and the project boundary. 

(i) The project boundary for reservoirs may be shown by metes and 
bounds, or by a contour, or if the project lands are covered by the public 
land survey by lines along or parallel to lines of the public land survey. 
Where a flowage easement or right of use involving other than a convey- 
ance in fee for a reservoir applies to a whole tract of land and is not other- 
wise defined, the project boundary may enclose the entire tract. 

(ii) The project boundary for continuous structures, such as transmis- 
sion lines, telephone and control lines, conduits, roads, etc., may be de- 
scribed by center or offset lines of survey specifying distances of the project 
boundary therefrom. 

(iii) Unless satisfactory reasons are given to the contrary, the project 
boundary shall not be more than 200 feet (horizontal measurement) from 
the exterior margin (in general, high-water level) of reservoirs, nor shall 
the width of the project area for canals, ditches, pipelines, transmission 
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lines, roads, and other so-called continuous structures exceed 200 feet. The 
project boundary shall be shown on the map in such manner that it can 
be readily identified on the ground. There shall be shown the location and 
description of monuments and other marks with reference lines therefrom 
to permanent objects in accordance with good practice in land surveying. 

(iv) If the project boundary is located on lands covered by the public 
land survey there shall be shown a reference line from the initial point of 
the project boundary survey by distances and bearings to an established 
corner if one can be identified within a distance of 2 miles. At each inter- 
section of the project boundary with an identified line of the public land 
survey, there shall be shown the station number on the boundary survey, 
and the bearing and distance to the nearest identified corner in each direc- 
tion on the public land survey line crossed, if such distance does not exceed 
one mile. The station number of the boundary survey shall be shown at 
points of entering and leaving lands of the United States or lands in which 
the United States has an interest. 

(v) The project boundary, if described other than by a contour, shall be 
accurately plotted on the map with courses and distances fully and legibly 
shown either along the plotted boundary or in tabular form on the map. 
The project boundary if described by a contour, shall be accurately plotted 
on the map with such data as completely and accurately fixes its location 
and permits its recovery in the field. 

(vi) If a contour project boundary is located on lands covered by the 
public land survey, a permanent monument shall be established at each 
intersection of the boundary with an identified line of the public land 
survey. The map shall have the location of all such monuments with the 
bearing distance from each monument to nearest identified corner in 
each direction if such distance does not exceed one mile. 

(vii) Wherever a Federal survey monument will be destroyed or rendered 
unusuable by the proposed development, at least two permanent, marked 
witness monuments shall be established at accessible points. The map 
shall show a description of the monument destroyed or rendered unusuable 
and location of the witness monuments with the connecting courses and 
distances to the original monument. Similarly where Federal bench marks 
are destroyed or rendered unusable, witness bench marks shall be established 
at accessible points. The map shall show the location and elevation of 
the original and witness bench marks with connecting courses and distances. 

(viii) There shall be shown the status as to ownership, and the bound- 
ary lines and area of each parcel of land within, or partly within, the 
project area, designating separately lands owned by the applicant, lands 
to be acquired by the applicant, lands for which the applicant holds rights 
of use and occupancy for purposes of the project, reservations (indicating 
separately each reservation), and public lands (indicating separately lands, 
full title to which remains in the United States, and lands in which the 
United States retains only an interest). Where the project works occupy 
lands not owned by the applicant, but as to which the applicant holds only 
an easement, franchise, lease, or other right of occupancy and use, the 
map shall show the nature of such right and shall give appropriate reference 
to exhibit F for further details. 

(ix) Each map shall have thereon a statement by the person who makes 
or supervises the survey that the survey was accurately made and is cor- 
rectly shown on the map. Bach map shall have thereon a statement that 
the person who makes or supervises the survey has been employed by the 
applicant to make the survey. 


468918—61——_84 
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(2) The location shall be accurately shown of all project works, such as— 

(i) Dams. 

(ii) Reservoirs. Show the flow lines for maximum and minimum water 
levels and for elevation of spillway crest, and give tables or diagrams of 
areas and capacities for maximum and minimum water levels and for 
each contour line. 

(iii) Water conduits. Show center line, grade, and elevation of bottom 
at each change of grade, and designate lengths of each type of conduit, 
i. e., flume, ditch tunnel, pipe, etc. 

(iv) Powerhouse, substations, and switchyards. 

(v) Transmission lines and appurtenances, telephone lines, roads, rail- 
ways, trails, tramways and bridges. 

(vi) Navigation structures. 

(vii) Channel approaches to navigation structures. Indicate elevation 
of bottom for distance of not less than 1,000 feet above and below the 
structures. 

(3) Show contour lines with contour intervals of not more than 10 feet 
for the entire project area, except such portions as will be occupied only 
by such project works as are enumerated in (2) (Vv), or as will be in- 
cluded in reservoirs below the minimum elevation to which the water may 
be drawn down. Profiles of tunnel lines may be substituted for contours 
along such lines. (See specifications for drawings in § 4.42.) 

Erhibit L. General design drawings showing plans, elevations, and sec- 
tions of all principal structures and appurtenant works or other features 
of the project. These drawings shall be in sufficient detail and shall be 
accompanied by sufficient information relating to controlling factors (such 
as character of foundations and explorations thereof, materials and types 
of construction, important elevations, gradation of filter and riprap ma- 
terial, design and ultimate strengths for concrete and steel, stress and/or 
stability analysis for important structures, water levels, spillway rating 
curves, etc.) to enable the Commission to have full understanding of the 
project and to check safety, adequacy, and desirability in the development 
of the resources involved. 

Scales are not specified, but it is desired that they be no larger than 
necessary to show clearly the information required. Drawings should be 
simple. Details are desired only as necessary to show features of impor- 
tance in determining safety, adequacy, and suitability of design. Working 
drawings are not desired as part of application, but should be prepared for 
purposes of construction and retained as a record of the work when com- 
pleted. In this exhibit shall be included— 

(1) Dams and appurtenances, such as spillways, fishways, outlet 
works, etc. 

(2) Navigation structures and approaches thereto, including locks, lock 
gates, operating machinery, etc. 

(3) Conduits, including forebays, intake works, surge tanks, and other 
pressure relief devices, etc. 

(4) Powerhouses and substations (see specifications as in § 4.42). 

Exhibit M. General descriptions of mechanical, electrical, and trans- 
mission equipment and their appurtences in sufficient detail to enable the 
Commission to have a full understanding of the project, to determine the 
installed capacity in horsepower and kilowatts, and to determine the safety 
of the project works and their adequacy and suitability for the development 
and utilization of the resources involved, also proposed name plate ratings 








eations must conform to requirements of § 1.5. 
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for generators and turbines, and when required by the Commission or the 
Secretary performance data for generators and turbines and general specifi- 
cations of mechanical, electrical, and transmission equipment. 

Erhibit N. Estimate of the cost of developing the project including the 
following items: 

Land and land rights; 

Power plant structures and improvements ; 

Reservoirs, dams and waterways; 

Waterwheels, turbines and generators ; 

Accessory electric equipment ; 

Miscellaneous power plant equipment ; 

Roads, railroads, and bridges (Permanent facilities) ; and 

Transmission facilities. 

When required by the Commission or the Secretary, under each item show 
quantities, unit costs and total costs; indirect construction costs such as 
construction equipment, camp and commissary, etc., if the work is not to 
be done under contract; or if under contract include the indirect costs 
among the various cost items above; overhead construction costs such as 
engineering, supervision of construction, legal expense, taxes and interest 
during construction and administrative and general expense, and a con- 
tingent item, if necessary. 

When required by the Commission or the Secretary, furnish an estimate 
of the annual cost including the following: 

Rate of return or interest; 

Local, State and Federal taxes; 

Depreciation ; 

Insurance ; and 

Operation, maintenance and general or administrative expense. 

When required by the Commission or the Secretary, furnish information 
as to the method used in evaluating the power output from the project or 
the cost of obtaining an equivalent amount of power from an alternate source 
expressed in terms of dollars per kilowatt year of capacity and mills per 
kilowatt hour of average annual energy. 

23. Amend § 4.42 to read: 

Specifications for drawings.’ All maps and other drawings required in 
connection with licenses and preliminary permits shall conform to the 
following specifications: 

(a) They shall be original black-ink drawings on tracing linen, cut to 
uniform size not smaller than 24 by 36 inches and not larger than 28 by 40 
inches, the latter size being preferred, and shall be so drawn and lettered 
as to be legible when reduced by photography to 10% inches in small 
dimension. Lithographed official maps issued by Federal or State agencies 
may be used to furnish supplemental data when desired and when so used, 
one copy for permanent record shall be mounted on linen. Process tracings 
will be accepted if legible and of durable quality. If not of durable quality, 
process tracings will be returned, and ink tracings required. 

(b) Each drawing shall have a clear border of one-half inch on three 
sides and 2% inches on one of the shorter sides, which shall be the left-hand 
border. 

(ec) Each drawing shall have a numerical seale and a graphical scale, 
the latter not less than 6 inches in length. 





1 Applicants should apply to the Commission for sample map of project area. Appli- 
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(ad) Each map shall have true and magnetic meridians indicated thereon. 
(e) There shall be provided a space 5 inches high by 7 inches wide in 
the lower right corner of each drawing, the upper half of which shall bear 
the title, scale, etc., and the lower half shall be left clear. 

(f) The maps shall show State, county and town lines, and boundaries 
of reservations of the United States. 

(g) If the project affects lands covered by the public-land survey the maps 
shall show the location of all lines of such survey crossing the project 
area, and all official subdivisions of sections including lots and irregular 
tracts, correctly designated as on the latest governing official plats of survey, 
copies of which can be obtained from the Bureau of Land Management, 
Washington, D. C., or examined in the local land office. If the project affects 
unsurveyed public lands or reservations, the protraction of townships and 
section lines shall be shown; such protractions whenever available to be 
those recognized by the agency of the United States having jurisdiction 
over the lands. 

(h) The tracing of each drawing and a print therefrom for each copy 
of the application shall be filed with the Commission. 

(i) All drawings shall be rolled, not folded, for mailing. 

Cross Reference: For Bureau of Land Management regulations relating 
to surveys, see 43 CFR 280. 






























































24. Amend first paragraph of § 4.50 by changing “quadruplicate” to read “sex- 
tuple” and delete the sentence which reads “Exhibits shall be certified in 
accordance with § 131.4 of this chapter.” 

25. Amend § 4.60 by changing “three copies” to read “five copies”. 

26. Amend first paragraph of § 4.70 by changing “quadruplicate” to read 
“sextuple”’. 

27. § 4.75 Application for license for electric lines (11,000 volts or less) in 
national forests. [Revoked] 

28. Amend § 4.61 to read: 





























Acceptance for filing or rejection of applications. When an application 
which conforms to the requirements of Sec. 1.15 is received, it will be given 
a filing number, receipt thereof and filing number given thereto will be 
furnished applicant, and notices will be given in accordance with the require- 
ments of Section 4 of the Act (49 Stat. 880; 16 U. S. C. 797) and Sec. 1.37 
thereof. Notice will also be given to the appropriate office of the Department 
of the Interior as to the public lands affected, if any, so that withdrawals 
from entry may be recorded. An application may be acceptable for filing 
for processing prior to final Commission action thereon, provided it contains 
the information required under Sec. 4.82 (a), (b), (c), (d), (e), (f), (2), 
and (k), together with Exhibits A, B,C, D, H, and I. An application which 
fails to meet these requirements will be rejected by the Secretary as pro- 
vided by Sec. 1.14. However, the applicant may be required to furnish the 
balance of the information required under Sec. 4.81 and 4.82 at such time as 
the Secretary directs and failure to furnish same will constitute grounds for 
rejection of the application by the Secretary as provided by Sec. 1.14. In 
case any information, documents or exhibits required to be filed with an 
application are already on file with the Commission, in current form and 
substance, the same may be incorporated in the application by reference. 

29. Amend first paragraph of § 4.82 to read: 
Contents of application. Each application for preliminary permit shall 
be submitted as prescribed in Sec. 131.10 of the Commission’s rules, and shall 
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set forth in appropriate detail the following information in the order in- 
dicated. Unless otherwise specified, the original and five conformed copies 
of the application and all accompanying documents shall be sumitted, 
with one additional conformed copy for each interested State commission. 
30. Amend § 4.82 (g) to read: 
A general description of the project and the proposed scheme of develop- 
ment including an estimate of the proposed installed capacity, and the 
average annual output. 
31. Amend § 4.82 (k) and Exhibits A, B, H, and J, therein to read: 
(Required exhibits.) There shall be filed as part of the application the 
following exhibits, provided that any exhibit not incorporated as a part of 
the application shall be certified in conformity with Sec. 131.4, of this 
chapter : 

Exhibit A. If the applicant is a corporation: One copy of charter or 
certificate, and articles of incorporation, with all amendments thereto, duly 
certified by the secretary of state of the State where organized, or other 
proper authority, and the required additional uncertified copies; one copy 
of the by-laws, duly certified, and the required additional uncertified copies ; 
and a certificate of organization as provided in Sec. 131.3 with the required 
additional copy for each interested State commission. 

If the project is located in another State than that in which the corporation 
is organized, a certificate and the required additional copies thereof shall 
be submitted from the secretary of state, or other proper authority, of the 
State in which the project is located, showing compliance with the laws 
relating to foreign corporations. 

If the applicant is a State: Copies of the laws under authority of which the 
application is made, or reference thereto. 

If the applicant is a municipality as defined in the Federal Power Act: 
One copy of its charter or other organization papers, duly certified by the 
secretary of state of the State in which it is located, or other proper authority, 
and the required additional uncertified copies. Copies of, or reference to, 
the State laws authorizing the operations contempleted by the application. 

If the applicant is a natural person: An affidavit by each applicant that 
he is a citizen of the United States and the required additional copies threof. 
(See § 131.10.) 

If the applicant is an association: The association shall submit a verified 
copy of its articles of association, and the required additional copies thereof. 
If there are no articles of association, that fact shall be stated over the 
signature of each member of the association and an original and the required 
additional copies shall be submitted. A complete list of members and a 
statement of the citizenship of each must be given in an affidavit by one of 
them, together with the required additional copies. (See § 131.10.) 

Echibit B. A copy of all minutes, resolutions of stockholders or directors, 
or other representatives of the applicant authorizing the filing of application, 
one copy properly attested, and the required additional copies. 

Erhibit H. A general map showing the nature of the proposed project, 
its principal features and their location, and the location of the project as 
a whole with reference to some well-known town or stream. On this map 
shall be placed a line indicating the approximate project boundary of the 
area to be occupied by the principal project works, such as dams, reservoirs, 
forebays, waterways, and powerhouses, but excluding transmission lines, 
and where necessary in order to determine the location of such strnctures 
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on the ground, there shall be shown on the map their relative positions with 
respect to permanent monuments or objects that can be readily recognized 
from descriptions thereof noted on the map. (See specifications for draw- 
ings, Sec. 4.42.) 

Evhibit I. This exhibit shall be submitted only if public lands or reser- 
vations are affected and shall be a map of the proposed project showing 
principal project works in a manner similar to the preceding exhibit H, 
except that such map shall show and shall be on a scale to present effec- 
tively a tentative project boundary which shall be the line enclosing all 
quarter-quarter sections, lots, and other smallest legal subdivisions of public- 
land survey which may be occupied or used in whole or in part by the 
project. It shall also show the status of lands, indicating separately lands 
patented, lands entered or otherwise embraced in any unperfected claim 
under the public-land laws, unreserved public lands, and lands of each and 
every reservation affected. (See specifications for drawings, Sec. 4.42. If 
desired a single map may be submitted for exhibits H and I, provided it 
shows all the information required for both.) 


32. Amend § 4.83 to read: 




























Hearing on application. A hearing upon an application may be ordered 
by the Commission, in its discretion, either upon its own motion or upon 
the motion of any party in interest. The hearing shall be limited to the 
issues specified by order or orders of the Commission. 


33. Amend § 4.84 to read: 


Amendments. Applications for amendments of preliminary permits shall 
follow the form prescribed for original applications, as far as applicable. 
If an application for an amendment embraces sites or areas not covered 
by the original permit, notice of such application will be given in the 
manner required for the original application. Unless otherwise specified, 
an original and five conformed copies of the application and all accom- 
panying documents shall be submitted, with one additional copy for each 
interested State commission. 


34. Amend § 4.85 to read: 





Issuance and acknowledgment of acceptance. When the Commission shall 
have issued a preliminary permit or an amendment thereof, the same shall 
be forwarded to the applicant for acknowledgment of acceptance. Unless 
application for rehearing is filed, or unless the order is stayed by the Com- 
mission, the order issuing the permit shall become final thirty (30) days 
from date of issuance and the acceptance shall be filed in triplicate with 
the Commission within sixty (60) days from date of issuance of the permit 
or the amendment. 


AMENDMENT TO PART 5—APPLICATION FOR AMENDMENT OF LICENSE 
(18 CFR, Part 5) 


35. Amend §5.1 by changing “quadruplicate” to read “‘sextuple” and chang- 
ing “the Commission’s rules” to read “this chapter’’. 
36. Insert a new section to read: 











§5.4 Issuance and acknowledgment of acceptance. 
cable. 


Sec. 4.33 is appli- 
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AMENDMENTS TO PART 6—SURRENDER OR TERMINATION OF LICENSE 
(18 CFR, Part 6) 
37. Amend § 6.2 to read: 


Surrender of license. Licenses may be surrendered only upon the fulfill- 
ment by the licensee of such obligations under the license as the Commis- 
sion may prescribe, and, if the project works authorized under the license 
have been constructed in whole or in part, upon such conditions with respect 
to the disposition of such works as may be determined by the Commission. 
Where project works have been constructed on lands of the United States 
the licensee will be required to restore the lands to a condition satisfactory 
to the Department having supervision over such lands and annual charges 
will continue until such restoration has been satisfactorily completed. 


38. Amend § 6.5 to read: 


Annual charges. Annual charges arising under a license surrendered or 
terminated shall continue until the effective date set forth in the Com- 
mission’s order with respect to such surrender or termination. 


AMENDMENT TO PART 9—TRANSFER OF LICENSE OR LEASE OF PROJECT PROPERTY 
(18 CFR, Part 9) 


39. Amend § 9.3 to read: 


Transfer. Approval by the Commission of transfer of a license is con- 
tingent upon the transfer of title to the properties under license, delivery of 
all license instruments, and a showing that such transfer is in the public 
interest. The transferee shall be subject to all the conditions of the license 
and to all the provisions and conditions of the Act, as though such transferee 
were the original licensee and shall be responsible for the payment of annual 
charges which accrue prior to the date of transfer. 

When the Commission shall have approved the transfer of the license, its 
order of approval shall be forwarded to the transferee for acknowledgment 
of acceptance. Unless application for rehearing is filed, or unless the order 
is stayed by the Commission, the order shall become final thirty (30) days 
from date of issuance and the acknowledgment of acceptance shall be filed 
in triplicate with the Commission within sixty (60) days from date of issuance 
accompanied by a certified copy of the deed of conveyance or other instru- 
ment evidencing transfer of the property under license, together with evi- 
dence of the recording thereof. 


AMENDMENTS TO PART 16—-APPLICATION FOR LICENSE FOR PROJECT UNDER LICENSE 
WHICH EXPIRES ON SPECIFIED DATE 


40. Amend § 16.1 to read: 


Contents. Each application for a new or annual license for a project 
already under license which is about to expire shall be submitted at least 
3 months prior to the expiration of license and shall set forth in appropriate 
detail the following information in the order indicated. Unless otherwise 
specified, an original and five conformed copies of the application, duly 
subscribed and verified under oath, and all accompanying documents, to- 
gether with one additional conformed copy for each interested State commis- 
sion, shall be submitted. 

(a) The exact name of the applicant. 

(b) The license number of the project. 
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(c) The date on which the license expires. 
(d) If licensee is a corporation, list of the officers and directors. 

(e) The name, title, and post-office address of the person to whom cor- 
respondence in regard to the application shall be addressed. 


41. Amend § 16.2 to read: 
Required exhibits. There shall be filed with the application, and as a part 


thereof revised exhibits to reflect changes in project as described in the 
license. 


AMENDMENT TO PART 24—DECLARATION OF INTENTION 
(18 CFR, Part 24) 


42. Amend § 24.1 to read: 


Filing. An original and five conformed copies of each declaration of 
intention under the provisions of Section 23 (b) of the Act shall be filed. 
The declaration shall give the name and post-office address of the person to 
whom correspondence in regard to it shall be addressed, and shall be ac- 
companied by : 

(a) A brief description of the proposed project and its purposes, including 
such data as maximum height of the dams, a storage capacity curve of the 
reservoir or reservoirs showing the maximum, average, and minimum op- 
erating pool levels, the initial and ultimate installed capacity of the project, 
the rated horsepower and head on the turbins, and a curve of turbine dis- 
charge versus output at average and minimum operating heads. 

(b) (1) A general map (one tracing and three prints) of any convenient 
size and scale, showing the stream or streams to be utilized and the approxi- 
mate location and the general plan of the project. 

(2) Also a detailed map of the proposed project area showing all Federal 
lands, and lands owned by States, if any, occupied by the project. 

(3) A profile of the river within the vicinity of the project showing the 
location of the proposed project and any existing improvements in the river. 

(4) A duration curve and hydrograph for the natural and proposed regu- 
lated flows at the dam site. Furnish references to the published stream 
flow records used and submit copies of any unpublished records used in 
preparation of these curves. 

(c) (1) A definite statement of the proposed method of utilizing storage 
or pondage seasonally, weekly and daily, during periods of low and normal 
flows after the plant is in operation and the system load has grown to the 
extent that the capacity of the plant is required to meet the load. For ex- 
ample, furnish : 

(i) Hydrographs covering a 10-day low water period showing the natural 
flow of the stream and the effect thereon caused by operations of the pro- 
posed power plant; 

(ii) Similar hydrographs covering a 10-day period during which the dis- 
charge of the stream approximates average recorded yearly flow, and 

(iii) Similar hydrographs covering a low water year using average 
monthly flows. 

(2) A system load curve, both daily and monthly, and the position on the 
load curve that the proposed project would have occupied had it been in 
operation. 


(3) A proposed annual rule of operation for the storage reservoir or 
reservoirs. 































































44. In §131.2 delete the parenthetical instruction indicating the number of 
copies to be filed. Change item 9. in the form set out in the section to read as 
follows: 


47. (b) In item 4 (c) of the form set out in § 131.6 delete the word “other”. 
48. At the end of § 131.6 revise the NOTE referring to Order No. 106 to read: 
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AMENDMENT TO PART 25—APPLICATION FOR VACATION OF WITHDRAWAL AND FOR 


DETERMINATION PERMITTING RESTORATION TO ENTRY 
(18 CFR, Part 25) 


43. Amend § 25.1 to read: 


Contents of application. An application for vacation of a reservation 
effected by the filing of an application for preliminary permit or license, or 
for a determination permitting restoration to entry under the provisions of 
Section 24 of the Act, of such lands, or lands reserved or classified as power 
sites, may be filed directly with the Commission at its offices in Washing- 
ton, D. C., at any of its regional or field representatives’ offices, or at local 
land offices, for forwarding to the Commission. Such application shall con- 
tain the following data: (a) Full name of applicant; (b) post-office address ; 
(c) description of land by legal subdivisions, including section, township, 
range, meridian, county, State, and river basin (both main and tributary) 
in which the land is located; (d) public land act under which entry is in- 
tended to be made if land is restored to entry; (e) the use to which it is 
proposed to put the land, and a statement as to its suitability for the in- 
tended use. 
AMENDMENTS TO PART 131—FORMS 


(18 CFR, Part 131) 


9. The proposed initial and ultimate scheme of development for the project 
is as follows: 


[See § 4.40 (h)] 


45. In $131.8 delete the parenthetical instruction indicating the number of 
copies to be filed. 

46. In § 131.5 delete the parenthetical instruction indicating the number of 
copies to be filed. Change item 3. in the form set out in the section to read: 


3. The transmission line will carry about ~_--_- kwh of hydroelectric en- 
ergy in an average water year from —~~~~~~-~_~----__--- , the source of 
ls FO antiinceccaaneieiinaaped , the point of delivery ; and ~........._.._ 
kwh of non-project energy in the same (the opposite) direction. The project 
energy will be used for the following purposes : 


7. (a) In § 131.6 revise item (2) of the form to read: 


(2) A concise general description of the project and of the principal proj- 
ect works is as follows: 

(Give the name or other designation of the project and disregard such of 
the following items as are not applicable. Give approximate size and ma- 
terial of which dam, conduits, flumes, pipes and powerhouse are constructed, 
estimated head to be developed, estimated flow available in stream, proposed 
flow through plant, and approximate capacity of water-wheel and generator.) 


NOTE: The following requirements for the project map to be filed as Ex- 
hibit K are prescribed : 

There shall be submitted pursuant to Sections 4.60 and 131.6 with each 
application for license for a minor project having installed water-wheel 
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capacity of 100 horsepower or less, a map, designated as Exhibit K, show- 
ing the portion of the stream developed, the location of all essential proj- 
ect works (dams, reservoirs, conduits, powerhouses, tailraces, access roads, 
and transmission lines), and the area occupied by all project works as lim- 
sted by a project boundary, and indicating State, county, meridian, town- 
ship, range, section, and the smallest legal subdivision or numbered lot or 
tract. The map shall show the ownership, whether Government or private, 
for each parcel of land affected by the project. The map shall also indicate 
whether or not the affected Government land is included in any reservation 
such as a national forest, Indian reservation, etc. 

Exhibit K shall conform to the following specifications and shall show 
the following information: 

(1) The exhibit shall be an ink drawing on tracing linen, not smaller than 
8 inches by 10% inches, accompanied by four prints thereof drawn to an 
appropriate scale of one inch equals not more than 1,000 feet. 

(2) The project boundary shall be stated separately for each facility, 
and shown on the map. The number of feet on each side of the surveyed 
center lines of the conduits, roads, powerhouse unit, tailrace, and transmis- 
mission lines shall be at least 10 feet. The distances of the project 
boundary from the survey center lines need not be identical on both sides 
of the center lines of the structures nor for all parts of the project, and, 
in the vicinity of the powerhouse, they shall be large enough to ailow at 
least 10 feet on each side of the powerhouse and to include all appurtenant 
project structures. Unequal offsets or changes in offsets with points of 
change should be definitely described on the map. The project boundary 
inclosing the dam and reservoir should be a surveyed line with stated courses 
and distances, which line shall be not less than 20 feet horizontal measure- 
ment from the ends and from the axis on the downstream side of the dam 
and not less than 10 feet outside of a contour around the reservoir estab- 
lished by the highest point on the dam and abutment. The area of the 
enclosure in acres should be given. The project area and boundary at the 
powerhouse, dam, and reservoir should, if necessary for clarity, be shown 
in an insert sketch to a larger scale than that used for the rest of the 
project works. 

(3) If practicable, there shall be shown one or more ties by distance and 
bearing from a definite point or points on the project boundary which 
point or points can be identified on the ground, to established corners of 
the public land survey or to a mineral monument or other fixed recognizable 
object if the land is unsurveyed. 

(4) If the project affects unsurveyed Government lands, the protraction 
of township and section lines shall be shown; such protractions, whenever 
available, to be those recognized by the agency of the United States having 
jurisdiction over the lands. 

(5) The map shall bear the following certificate dated and signed by 
the applicant: “This map is a part of the application for a license made by 
the undersigned this day of 














































(Name of applicant) 


49. In $131.10 delete the parenthetical instruction indicating the number of 
copies to be filed. Change the parenthetical instruction included in item 8 of 
the form set out in the section to read: 

(Here give a concise general description of the project and the proposed 
scheme of development including an estimate of the installed capacity and 
the average annual output.) 













ORDERS 1299 


50. (a) In § 131.20 change the words “authorized the giving of” in items (6) 
and (7) of the form to read “given”. Change the words “approval of” in item 
(7) of the form to read “approval to”. In footnote 2 (designated 5 in CFR) to 
this section change the second sentence to read : 

If the Commission acts favorably upon the application, it will issue to 
the applicants an order appreving the transfer of the license. 

50. (b) In the same footnote 2 to § 131.20 delete from the fifth sentence: 

(e. g. acquisition of water rights under state laws from the transferor). 

50. (c) Also in the same footnote 2 to § 131.20 delete the last sentence. 


51. In § 131.30 delete the parenthetical instruction indicating the number of 
copies to be filed. 


Order denying motion for division and determination of issues, for omission of 


intermediate decision procedure and request for firing of dates for briefs and 
oral argument 


American Louisiana Pipe Line Co., Texas Gas Transmission Corp., Michigan 
Wisconsin Pipe Line Co., Michigan Consolidated Gas Co. 


Docket Nos. G—2306, G—2311, G—2327, G—2328 


August 13, 1954 


American Louisiana Pipe Line Company (American Louisiana), Michigan 
Wisconsin Pipe Line Company (Michigan Wisconsin), and Michigan Consoli- 
dated Gas Company (Michigan Consolidated), on July 19, 1954, filed a joint 
“Motion for Action to Permit Prompt Determination of the Certificate Applica- 


tion of American Louisiana Pipe Line Company.” Movants request, in effect, 
the Commission to separate the issues in these consolidated proceedings upon the 
several interdependent applications for certificates of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, and to complete the 
hearing and determine the matters of public convenience and necessity insofar 
as they concern the application of American Louisiana. Movants further request 
the Commission (1) to reserve for subsequent hearing and determination other 
issues presented in the consolidated proceedings, including determination of ad- 
ditional markets to be served by American Louisiana, Michigan Wisconsin and 
Texas Gas Transmission Corporation (Texas Gas), questions involving alloca- 
tion of gas, rates and related matters; (2) to omit the intermediate decision 
procedure; and (3) to fix dates for filing of briefs and for oral argument. 

Texas Gas, on July 19, 1954, filed its concurrence and joiner in the aforesaid 
motion. Answers in support of or in opposition to such motion have been filed by 
numerous intreveners in the proceedings. Those answers filed in support of the 
motion are premised upon the assumptions that (1) a certificate must be issued 
to American Louisiana prior to October 1, 1954, otherwise there will be no gas 
supply available for the proposed project, and (2) if we grant the joint motion 
for division of the issues instanter a certificate of public convenience and neces- 
sity will be issued to American Louisiana. Such assumptions are wholly 
unwarranted. 

We stated in clear and unambiguous language in our “Order Denying Motion 
for Recess” in these proceedings on August 2, 1954, 15 F. P. C. 1245, that in the 
absence of applications by the proposed suppliers no favorable action could be 
taken upon the respective applications. Uncertainty regarding the intention 
of those supplies of gas in that regard emphasizes the void in the present record. 





1300 FEDERAL POWER COMMISSION 


Whether that void will or will not be filled is not a matter within the power of 
this Commission to control. That power is possessed by persons not parties to 
these proceedings. 

Our determination in these consolidated proceedings, as in all other proceed- 
ings, will be based on the merits of the applications and the merits of the 
showing made by the Applicants in support thereof. In our “Order Denying 
Motion for Recess” issued in these proceedings on August 2, 1954, we stated, 
among other things, as follows: 


Congress has required findings based upon the evidence adduced of record 
that the “applicant is able and willing properly to do the acts and to perform 
the services proposed * * *, otherwise such applications shall be denied.” 
(emphasis supplied). Prerequisites to a finding that an applicant is “able” 
to do the acts and perform the services proposed are inter alia, subsidiary 
findings relating to gas supply, economic feasibility, marketability and ade- 
quacy of design and capacity. Where the record is deficient with respect 
to any of such findings there is no basis upon which the finding required by 
the Act can rest. 


Until the foregoing specified prerequisites have been met there is no basis, nor 
can there be any, upon which we could find that a certificate of public convenience 
and necessity should be issued. 

Counsel for American Louisiana has indicated on the record Applicants’ desire 
to present additional testimony on the marketability of the gas from its pro- 
posed system. Under our outstanding order such testimony cannot be presented 
earlier than September 13, 1954. It is our expectation that by such date the 
producers upon whom American Louisiana proposes to rely for its natural gas 
supply will have filed applications for certificates of public convenience and ne- 
cessity authorizing the operations incident to, and the sale of, natural gas to 
American Louisiana. Failure, however, of one or more of the producers to file 
an appropriate application might ultimately effect changes in the contemplated 
system capacity and the volumes available for ultimate disposition to markets 
with resultant effects upon rates, financing and economic feasibility of the proj- 
ects covered by the interdependent applications. For American Louisiana has 
premised its entire case upon the availability and salability of 300,000 Mcf of 
natural gas per day. 

Wherefore, in view of the foregoing, the Commission orders: 

The joint motion filed by American Louisiana Pipe Line Company, Michigan 
Wisconsin Pipe Line Company, and Michigan Consolidated Gas Company filed 
in these proceedings on July 19, 1954, and the separate motion of Texas Gas 
Transmission Corporation joining and concurring in the aforegoing motion 
filed July 19, 1954, be and the same hereby are denied. 

Commissioners Draper and Smith not participating. 


Order authorizing acquisition of common stock 
Rockland Light and Power Co. 
Docket No. E-6566 


August 13, 1954 


Rockland Light and Power Company (Applicant), incorporated under the 
laws of the State of New York, with its principal place of business in Nyack, 
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New York, by application filed June 29, 1954, as amended August 2 and 4, 
1954, seeks authorization, pursuant to the provisions of Section 203 of the 
Federal Power Act, te acquire 10,500 shares of the common stock (par value 
$100 per share), of its wholly-owned subsidiary, Rockland Electric Company 
(Rockland), a corporation organized and existing under the laws of the State 
of New Jersey, with its principal business office in Nyack, New York. 

The application states that Applicant proposes to acquire the 10,500 shares of 
common stock of Rockland at a private sale. As a consideration for such 
acquisition, Applicant proposes to make a cash payment to Rockland of $1,050,000 
(the aggregate par value of the shares to be acquired), from a portion of the 
funds to be obtained by the Applicant from a proposed issuance and sale, at 
par, to certain institutional investors, of an aggregate of $10,000,000, principal 
amount, of its 344% sinking fund debentures and 40,000 shares of its 4.75% 
cumulative preferred stock (par value $100 per share). 

According to the application this amount of $1,050,000 which Applicant would 
pay in connection with the proposed acquisition of Rockland’s common stock 
would be used by the latter company to discharge construction fund advances of 
like amount which were heretofore made by the Applicant to facilitate the carry- 
ing on of a portion of Rockland’s general construction program. 

The general service area of the Applicant is contiguous to that of Rockland 
and the application states that the electric properties of the two companies 
are so integrated and operated that essentially they comprise a single continuous 
electric system. The application further sets forth that it is in the public 
interest to maintain such integration and coordination of the facilities of the 
Applicant and Rockland and Applicant should, accordingly, be permitted to ac- 
quire the aforesaid 10,500 shares of Rockland’s common stock. 

According to the application the 10,500 shares of common stock of Rockland 
which are proposed to be acquired by Applicant will be recorded in the latter’s 
investment account at the total par value thereof ($1,050,000). The 11,500 
shares of common stock of Rockland presently held by the Applicant’ are 
similarly recorded in Applicant’s investment account at the total par value 
thereof ($1,150,000). 

Written notice of the application has been given to the Board of Public 
Utility Commissioners of New Jersey and to the Public Service Commission 
of New York and to the Governor of each of those States. Notice was also 
published in the Federal Register on July 9, 1954 (19 FR 4205), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before July 21, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of said 
application has been received. 

In an order dated July 27, 1954, Applicant was authorized by the Public 
Service Commission of New York to (1) acquire 10,500 shares of Rockland’s 
common stock at the total par value thereof ($1,050,000), (2) issue and sell, 
so as to realize proceeds of not less than $4,000,000, 40,000 shares of its 4.75% 
cumulative preferred stock (par value $100 per share), and (3) issue and sell, 
so as to realize proceeds of not less than $10,000,000, its 314% sinking fund 
debentures in the principal amount of $10,000,000. 

In an order dated July 29, 1954, Rockland was authorized by the Board of 
Public Utility Commissioners of New Jersey to issue and sell 10,500 shares of 
common stock (par value $100 per share) to Applicant for a total consideration 
of $1,050,000. 


1 Constitutes all of Rockland’s currently outstanding capital stock. 
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The Securities and Exchange Commission in an order dated March 27, 1936, 
exempted Applicant, pursuant to the provisions of Section 3 (a) (2) of the 
Public Utility Holding Company Act, from the provisions of that Act which 
would otherwise be applicable to it because of its owning, controlling, or hold- 
ing with power to vote ten per centum or more of the outstanding voting securi- 
ties of Rockland and another subsidiary, Pike County Light and Power Com- 
pany. The application states by virtue of this exemption Applicant is ex- 
empted under Rule U-11 (a) of the Securities and Exchange Commission from 
the necessity of securing approval of that Commission under Section 9 (a) of 
the Holding Company Act for the proposed acquisition of Rockland’s common 
stock. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning and 
subject to the jurisdiction of the Commission as heretofore deseribed and set 
out in the Commission’s order issued October 12, 1950, In the Matter of Rock- 
land Light € Power Company, Docket No. E-6812. 

(2) Rockland, a corporation, is a public utility within the meaning and sub- 
ject to the jurisdiction of the Commission as heretofore described and set out 
in the Commission’s order referred to in paragraph (1) above. 

(3) By the proposed transaction Applicant will acquire the securities of an- 
other public utility within the purview of and subject to the requirements of 
Section 203 of the Federal Power Act. 

(4) The proposed acquisition of 10,500 shares of the common stock of Rock- 
land by the Applicant will be consistent with the public interest as expressed 
in the Federal Power Act. 

(5) The proposed acquisition of 10,500 shares of the common stock of Rock- 
land by the Applicant is exempt from the requirement of Securities and Ex- 
change Commission approval under the Public Utility Holding Company Act 
and is, therefore, not exempt from the requirements of Section 203 of the 
Federal Power Act by virtue of Section 318 thereof. 

(6) The Applicant is organized and operating in a state under the laws of 
which its security issues are regulated by a state eommission within the 
meaning of Section 204 (f) of the Federal Power Act, and the proposed issuance 
and sale by it of sinking fund debentures and preferred stock, all as described 
above, is, therefore, exempt by virtue of that Section from the requirements of 
Section 204 of the Federal Power Act. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The acquisition by the Applicant of 10,500 shares of the common stock 
of Rockland upon the terms and conditions as set forth in the application is 
hereby authorized and approved subject to the provisions of this order. 

(B) This authorization shall expire unless acted upon within 90 days from 
the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or amy matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 

Commissioners Draper and Smith not participating. 
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Order amending order issuing certificate of public convenience and necessity by 
removing time limitation and terminating proceeding 


Lone Star Gas Co. 
Docket No. G—2005 
August 16, 1954 


Lone Star Gas Company (Applicant) was issued a certificate of public con- 
venience and necessity on March 18, 1953, 12 F. P. C. 874, as amended January 
20, 1954, to construct and operate a 12-inch pipeline approximately 5 miles in 
length and a 2,640-horsepower compressor station to enable it to store gas in its 
New York City gas field located in Clay County, Texas. The certificate grant 
was limited in time to extend only until July 1, 1954, and Applicant, prior to 
such date, was to submit evidence with respect to the feasibility of its storage 
project in order to permit the Commission to determine whether the time limi- 
tation should be removed and a “permanent” certificate issued. 

On June 29, 1954, Applicant filed a document entitled “Evidence with Respect 
to the Feasibility of Storage Project and Request that Permanent Certificate 
be Issued” in this proceeding. In conjunction with such filing Applicant 
requested that the time limitation contained in the order issued March 18, 1953, 
be extended 90 days to afford the Commission and its Staff sufficient time to 
review and analyze the data submitted on June 29, 1954. By order issued July 
6, 1954, the requested extension was granted. 

The material submitted by Applicant with respect to feasibility of the storage 
project in question shows that a reservoir pressure of approximately 1,600 psig 
has been attained as compared to a proposed maximum pressure of 3,100 psig, 
that the remedial work on all former wells has been successful, and that the 
original estimates of volumes stored, injection rates and output rates will be 
accomplished. 

The Commission finds: 

(1) The “temporary” certificate issued herein on March 18, 1953, as amended 
January 20, 1954, and July 6, 1954, should be made “permanent” and this pro- 
ceeding should be terminated as hereinafter ordered and conditioned. 

(2) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1) and (5) of Section 157.20 of the Commis- 
sion’s Rules of Practice and Procedure (18 CFR 157.20) should attach to the 
“permanent” certificate hereinafter issued, and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) The “temporary” certificate issued herein on March 18, 1953, as amended 
January 20, 1954, and July 6, 1954, be and is hereby amended and made “per- 
manent” by removing the time limitation with respect to the length of time said 
certificate grant shall remain in force and effect, upon the terms and conditions 
of this order. 

(B) This “permanent” certificate grant shall be accepted in writing, and 
under oath, by a responsible official of Applicant and the general terms and 
conditions set forth in paragraphs (1) and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure shall attach to the issuance of the 
grant in paragraph (A) hereof, and to the exercise of the rights granted there- 
under. 

(C) As a condition to the issuance of the grant in paragraph (A) hereof, 
Applicant shall, every 3 months from the date of issuance of this order, file 
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with the Commission, in writing and under oath, an original and four conformed 
copies of a report stating the volumes of gas injected into and removed from the 
storage reservoir, the closed-in wellhead pressures, and the quantities of liquid 
hydrocarbons and water removed, until this project has been operated through a 
complete injection and withdrawal cycle under conditions of the maximum 
pressure range proposed. 

(D) Applicant shall not operate New York City storage field at a stabilized 
formation pressure of greater than 3,120 psig. 

(E) The proceedings in this docket are hereby terminated, subject to the 
terms and conditions contained in this order. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G-2397 


August 16, 1954 


Montana-Dakota Utilities Co. (Applicant), a Delaware corporation with its 
principal place of business in Minneapolis, Minnesota, filed an application with 
the Federal Power Commission on March 23, 1954, which was supplemented on 
June 28, for a certificate of public convenience and necessity pursuant to sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 19.84 miles of 65-inch pipeline, 35.19 
miles of 4%4-inch pipeline, .8 miles of 23-inch pipeline and appurtenant facilities 
extending from a point on Applicant’s Bismark line near Gladstone, North 
Dakota, in a southerly direction to the towns of Lefor, New England, Regent and 
Mott, North Dakota, for the transportation and sale of natural gas subject to 
the jurisdiction of the Commission, as described in the application on file with 
the Commission, and open to public inspection. 

Applicant proposes to construct gas distribution systems in the towns of Lefor, 
New England, Regent, and Mott and distribute natural gas in said towns pur- 
suant to authorization granted July 16, 1954, by the Public Service Commission 
of the State of North Dakota. 

Although no protests or objections to the application have been received, let- 
ters were received from representatives of certain municipalities in southwestern 
North Dakota, including the cities of New Leipzig and Elgin, requesting that 
the Commission give consideration to an extension of the proposed facilities to 
those additional municipalities. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
August 2, 1954, respecting the matters involved and the issues presented by the 
application. Certain organizations in the cities of New Leipzig and Elgin were 
represented and participated in the hearing. 

Natural gas enters Applicant’s Bismarck line on a maximum demand day at 
a pressure of approximately 380 pounds per square inch and it will enter the 
proposed branch line on a maximum demand day at an estimated pressure of 245 
pounds per square inch. Assuming that an extension of Applicant’s facilities 
from Mott to New Leipzig and Elgin were otherwise feasible, it would be neces- 
sary for the Applicant to install additional compressor facilities on its system 
in the near future in order to move the gas from Mott to New Leipzig and Elgin. 
Representatives of the Applicant stated at the hearing that’ the Applicant 
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will undertake a survey to determine the economic feasibility of constructing 
a branch line from its Bismarck line at a point near Glen Ullin to Elgin and 
New Leipzig. A line from Glen Ullin to Elgin and New Leipzig would be about 
one-half as long as a line from Gladstone to those towns via Mott. Additional 
compressor facilities would not be required to move the gas requirements of 
Elgin and New Leipzig through the shorter branch line. 

The estimated cost of the proposed transmission facilities to Lefor, New Eng- 
land, Regent and Mott in the amount of $563,807, is reasonable. Applicant 
proposes to finance construction from working capital on hand. 

By order adopted August 4, 1954, upon motion of the Applicant which was 
unopposed, the Commission omitted the intermediate decision procedure in this 
proceeding. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Minneapolis, Minnesota, is engaged in the transportation of natural gas in 
interstate commerce by means of its natural-gas pipelines located in several 
states, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order adopted 
March 22, 1946, 5 F. P. C. 64. 

(2) The facilities hereinbefore described for the transportation of natural gas 
to the towns of Lefor, New England, Regent, and Mott, North Dakota, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, as integral parts of 
Applicant’s existing pipeline system, and the construction and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Montana-Dakota Utilities Co. to construct and operate 
the facilities hereinbefore described for the transportation of natural gas to the 
towns of Lefor, New England, Regent, and Mott, North Dakota, all as more 
fully described in the application in this proceeding, for the transportation of 
natural gas as herein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in Paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within the facilities hereby authorized shall be constructed and 
placed in actual operation as provided by paragraph (2) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure is hereby fixed at 4 months from 
the date on which this order issues. 

(D) Nothing in this order shall be construed to imply a determination by 
the Commission respecting the feasibility of natural gas service by the Appli- 
cant not authorized herein. 

Commissioners Draper and Smith not participating. 
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Findings and order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G-2414 


August 16, 1954 


Montana-Dakota Utilities Co. (Applicant), a Delaware corporation with its 
principal place of business in Minneapolis, Minnesota, filed application with the 
Federal Power Commission on April 28, 1954, for a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation of (1) approximately 34.47 miles of 12%4-inch 
main transmission line loop of a portion of its existing 10%-inch line extending 
from the Baker-Glendive gas field to Rapid City, South Dakota; (2) one addi- 
tional 440-horsepower compressor unit in the Little Beaver compressor station 
on the aforesaid transmission line; and (3) approximately 14.228 miles of 12%- 
inch main transmission line on the Elk Basin, Wyoming, to Billings, Montana, 
line to replace 14.849 miles of 8%-inch and 10%-inch existing pipeline, for the 
transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission, as described in the application on file with the Commission, and open 
to public inspection. 

The proposed facilities described in items (1) and (2) above are necessary 
to maintain adequate service to the Rapid City (Black Hills) area and to pro- 
vide additional capacity for load growth. The proposed replacement described 
in item (3) above is necessary to maintain service because of the age and condi- 
tion of the pipe to be replaced. 

The total estimated cost of the above facilities is $1,366,944, which will be 
financed by bank loans. Applicant states that the original cost of the facilities 
to be retired was $184,972; the estimated salvage value of $90,966; the cost.of 
removal is estimated to be $21,240, all resulting in an estimated net charge to 
retirement reserve of $115,427. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 5, 1954, respecting the matters involved and the issues presented by the 
application. No protests to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Minneapolis, Minnesota, is engaged in the transportation of natural gas in 
interstate commerce by means of its natural-gas pipelines located in several 
states, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order adopted 
March 22, 1946, 5 F. P. C. 64. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) 18 CFR 
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1.32 (b) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Montana-Dakota Utilities Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 
Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G—2445 


August 16, 1954 





The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its 
principal place of business in Columbus, Ohio, filed, on June 1, 1954, an applica- 
tion for an order of the Commission, disclaiming jurisdiction over certain 
facilities proposed to be constructed and operated by Applicant, or, in the 
alternative, for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation 
of approximately 265 feet of 314-inch O.D. service line, extending from Appli- 
cant’s existing Line Z-8 to a measuring station on the premises of the Fenton 
Construction Company in the vicinity of Urbana, Ohio, together with valves and 
necessary facilities for operation. 

The facilities proposed by Applicant will connect directly with and will 
be supplied from its existing Line Z-8, a 10%-inch O. D. interstate transmission 
line extending from Applicant’s Line “Z”, near Springfield, to Urbana, Ohio, and 
such proposed facilities will be operated in conjunction with and as an integral 
part of Applicant’s existing interstate transmission pipeline facilities. The 
overall cost of the proposed facilities is estimated at $4,767. 

Fenton Construction Company is engaged in the manufacture of bituminous 
road material. Its need for natural gas exists only during those seasons of 
the year (usually between May and November) when highway contractors are 
engaged in road construction and repairs. 
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The requirements of Fenton are estimated at approximately 37 Mcf per hour, 
with a peak monthly consumption of 8,000 Mcf. The annual requirements are 
estimated at 45,000 Mcf. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
August 6, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

Temporary authority to construct and operate the above-described facilities 
was denied by the Commission on June 22, 1954. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business 
at Columbus, Ohio, owns and operates, among other facilities, a natural-gas 
transmission system and is engaged in transportation and sale for resale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of August 
21, 1945, in Docket No. G-371, 4 F. P. C. 10383. 

(2) The facilities hereinbefore described, and as more fully described in 
the application herein, will be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the con- 
Struction and operation thereof by Applicant are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.26 
of the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed 
at 30 days from the date on which this order issues. 

Commissioners Draper and Smith not participating. 
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Findings and order issuing a certificate of public convenience and necessity 
Texas Eastern Transmission Corp., Transcontinental Gas Pipe Line Corp. 
Docket No. G-2473 


August 16, 1954 


On July 2, 1954, Texas Eastern Transmission Corporation (Texas Eastern) 
and Transcontinental Gas Pipe Line Corporation (Transcontinental) filed with 
the Commission a joint application for a certificate of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing Texas 
Eastern to sell interruptible natural gas to South Jersey Naturxl Gas Company 
(South Jersey) and authorizing Transcontinental to receive delivery of such 
gas from Texas Hastern and redeliver it to South Jersey. 

The joint applicants propose for the period July 1, 1954, through October 
31, 1954, that Texas Eastern will sell up to 3,060 Mcf (at 14.73 psia) of natural 
gas per day to South Jersey under its Rate Schedule I, Interruptible Service. 
Such sale will be effectuated through delivery of gas by Texas Eastern to Trans- 
continental at any of the following delivery points: 

A. Through deliveries to Texas Eastern’s and Transcontinental’s common 
customers, to wit: Philadelphia Electric Company, The Philadelphia Gas Works 
Division of United Gas Improvement Company, and Public Service Electric and 
Gas Company of New Jersey. 

B. Where Texas Eastern’s 20-inch South Philadelphia lateral crosses Trans- 
continental’s 20-inch Marcus Hook lateral in Pennsylvania (otherwise desig- 
nated by Transcontinental as the Glenlock Interchange). 

C. Where Texas Eastern’s 12-inch Skippack lateral crosses Transcontinental’s 
80-inch main line in Montgomery County, Pennsylvania. 

D. Where Texas Hastern’s two 12-inch Staten Island laterals cross Trans- 
continental’s 30-inch main line in New Jersey (otherwise designated as Trans- 
continental’s Linden Station). 

Transcontinental, which now serves South Jersey on a firm basis, will then 
redeliver simultaneously to South Jersey such volumes for the account of Texas 
Eastern. The application also provides for the interruption of service when 
operating conditions on Transcontinental’s system do not permit acceptance of 
the gas by Transcontinental from Texas Eastern and redelivery to South Jersey. 

The service to be rendered requires no additional construction or acquisition 
of facilities. 

Pursuant to Section 7 (c) of the Natural Gas Act and Section 157.17 of the 
Commission’s General Rules and Regulations (18 CFR 157.17) the Commission 
on July 16, 1954, granted the joint applicants a temporary certificate authorizing 
the proposed service pending determination of the application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 3, 1954, and August 6, 1954 respecting the matters involved and the is- 
sues presented by the application. No protests to the application have been 
received. 

The Commission finds: 

(1) Applicant, Texas Bastern, is a Delaware corporation with its principal 
place of business in Shreveport, Louisiana. It owns and operates a natural-gas 
transmission system in several states and is engaged in the tranportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
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sumption subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 10, 1947, in Docket No. 
G-880, 6 F. P. C. 148. 

(2) Applicant, Transcontinental, is a Delaware corporation with its principal 
place of business in Houston, Texas. It owns and operates a natural-gas trans- 
mission system in several states and is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural.Gas Act, as heretofore found by the 
Commission in its orders issued May 29, 1948 and November 18, 1948, in Docket 
Nos. G-704 and G-1148, 7 F. P. C. 24 and 7 F. P. C. 139. 

(8) The service hereinbefore describes constitutes transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and such service is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Texas Eastern and Transcontinental are able and willing properly to 
do the acts and to perform the service proposed, and to conform to the pro- 
visions of the Natural Gas Act, and requirements, rules, and regulations of the 
Commission thereunder. 

(5) The proposed service hereinbefore described is required by the public 
convenience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(6) Texas Eastern and Transcontinental having requested the omission of 
the intermediate decision procedure, and all the requirements of the provisions 
of Section 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice 
and Procedure having been satisfied, sufficient cause exists for the Commis- 
sion forthwith to render its final decision in the instant proceeding. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the issuance of the certificate as hereinafter ordered and to the exercise 
of the rights granted thereunder, and that the service authorized by this order 
should be actually undertaken and regularly performed until October 31, 1954, 
immediately upon issuance of this order. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Eastern and Transcontinental to transport and sell a 
maximum of 3,060 Mcf per day of natural gas, subject to the jurisdiction of 
the Commission, as hereinbefore described and upon the terms and conditions 
of this order. 

(B) This certificate shall be accepted in writing and under oath by responsible 
officials of the applicants and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The transportation and sale of natural gas hereby authorized shall be 
commenced immediately upon issuance of this order and shall terminate on 
October 31, 1954. 


Commissioners Draper and Smith not participating. 





ORDERS 1311 


Order granting motion for inclusion in record of additional erhibit and for 
permission to file supplement to reply brief 


Hope Natural Gas Co. 
Docket No. G-—2303 


August 16, 1954 


On August 2, 1954, Commission Staff Counsel filed a motion in the above- 
entitled rate-suspension proceeding requesting that there be received in the 
record as an exhibit the Prospectus, Consolidated Natural Gas Company (Con- 
solidated), dated July 27, 1954, with respect to the issuance and sale of 
$25,000,000 of its 3% debentures due 1978, and requesting further that there be 
accepted for filing a supplement to reply brief of Commission Staff Counsel, 
the said Prospectus and supplement to reply brief being attached to the motion. 

The Presiding Examiner has referred this motion to the Commission for 
disposition. 

The hearing in this proceeding was concluded in June 2, 1954, at which 
time the Presiding Examiner fixed the following dates for the filing of briefs: 
Initial brief of Hope Natural Gas Company (Hope) by June 28, 1954, briefs of 
other participants, including Commission Staff Counsel, by July 20, 1954 and 
reply brief of Hope by August 3, 1954. Upon motion by Hope, the date for the 
filing of the last mentioned brief has been extended to August 16, 1954. 

The motion by Commission Staff Counsel of August 2, 1954, recites among 
other things, that the record in this proceeding reflects that the parties to this 
proceeding agreed upon all items of Hope’s cost of service properly allowable 
in this case except the rate of return and Federal income taxes, which are in 
issue, as indicated by the initial brief filed by Hope on June 28, 1954 and the 
reply brief of Commission Staff Counsel filed on July 20, 1954. 

On July 27, 1954, Consolidated Natural Gas Company, Hope’s parent, in 
response to a public invitation therefor, received bids for the purchase of 
“$25,000,000 principal amount of % Debentures Due 1978,” the lowest of 
which was the bid of a group of bidders having Halsey, Stuart & Co. Inc., as its 
representative. Such bid, which was accepted by Consolidated, provided for a 
coupon rate of 3% for the debentures, a price of 100.30% to be received by the 
Company expressed as a percentage of the principal amount, and an annual 
cost of money (exclusive of issuance expenses estimated by Consolidated at 
$99,350) of 2.9824%. On August 2, 1954, Consolidated completed the issuance and 
sale of $25,000,000 principal amount of its 3% debentures due 1978 to Halsey, 
Stuart & Co. Inc., and the several purchasers listed in the aforesaid Prospectus 
dated July 27, 1954, for the aggregate price of $25,075,000 (plus accrued interest 
of $2,083.33). 

The motion of Staff Counsel requests that the aforesaid Prospectus dated 
July 27, 1954, which contains data pertaining to this financing consummated 
subsequent to the conclusion of the hearing in this proceeding, be received in the 
record as an exhibit upon the ground that this latest financing and the data 
contained in such Prospectus relating thereto are pertinent to a determination 
of the issue respecting the proper rate of return to be allowed to Hope in this 
proceeding. Additionally, such motion requests that there be accepted for filing 
a supplement to the reply brief of Commission Staff Counsel modifying and 
bringing up to date the material with respect to the cost of debt capital set forth 
in such brief as filed on July 20, 1954. 

The record reveals that Counsel for Hope and Consolidated have no objection 
to the procedure proposed in this motion, and further, since the time for Hope’s 
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reply brief has been extended until August 16, 1954, such Company will have 
an opportunity to reply to the brief of Staff Counsel as modified by the supple- 
ment in question. No objection to the motion, which was served upon all parties 
to the proceeding, has been interposed by any party. 

The Commission finds: 

It is appropriate, reasonable, and in the public interest in carrying out the 
provisions of the Natural Gas Act, and good cause exists, to grant the aforesaid 
motion of August 2, 1954, as hereinafter provided and ordered. 

The Commission orders: 

The aforesaid motion of August 2, 1954, filed by Commission Staff Counsel, be 
and the same is hereby granted. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
Algonquin Gas Transmission Co. 
Docket No. G—2476 


August 16, 1954 





Algonquin Gas Transmission Company (Algonquin), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, filed on July 2, 
1954, an application for a certificate of public convenience and necessity pursuant 
to Section 7 (c) of the Natural Gas Act authorizing the sale of natural gas to 
Consolidated Edison Company of New York, Inc. (Consolidated). 

Algonquin proposes to sell up to 10,000 Mcf of gas per day on an interruptible 
basis to Consolidated for use as boiler fuel in the latter’s electric generating 
stations. Delivery is proposed to be made through the existing facilities inter- 
connecting the two companies authorized in Docket No. G—2338 for delivery of 
gas during emergencies. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
commencing on August 6, 1954, and concluding after a recess on August 10, 
1954, respecting the matters involved and the issues presented by the application. 
No protest to the application has been received. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, a Delaware corporation having 
its principal place of business in Boston, Massachusetts, is engaged in the 
transportation and sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
In the Matter of Algonquin Gas Transmission Company, Opinion No. 206, at 
Docket No. G—1319. 

(2) The service hereinbefore described is subject to the jurisdiction of the 
Commission, and is subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 
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(5) The proposed service by Applicant is required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) Public convenience and necessity reqiure that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Algonquin Gas Transmission Company to sell and deliver 
10,000 Mcf of natural gas on an interruptible basis to Consolidated Edison 
Company of New York as hereinbefore described, all as more fully described 
in the application in this proceeding, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Com- 
mission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(OC) Deliveries by Applicant to Consolidated shall not exceed 10,000 Mcf 
of gas per day and are to be made only if they will not impair Algonquin’s 
deliveries to its firm customers. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
The Manufacturers Light and Heat Co. 
Docket No. G-2479 


August 16, 1954 




















The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation having its principal place of business at 800 Union Trust Building, 
Pittsburgh, Pennsylvania, filed, on July 6, 1954, an application for a certificate 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act, authorizing the construction and operation of certain natural gas facilities 
and abandonment of certain other facilities as hereinafter described, for the 
purpose of transporting available gas supplies to existing market areas during 
the 1954-55 winter season and thereafter: 

1. A new 1,760-horsepower compressor station at Applicant’s Brinker Storage 
Field, Salem Township, Columbiana County, Ohio, consisting of two 880-horse- 
power compressor units and appurtenances, to replace the existing 1,605-horse- 
power Brinker storage compressor station. Existing units are obsolete and 
will be retired. 

2. Approximately 6.8 miles of 16-inch O. D. transmission line from the above 
proposed Brinker compressor station, Salem Township, Columbiana County, 
Ohio, to a point near the community of New Waterford, Unity Township, 
Columbiana County, Ohio, replacing a portion of existing 8-inch line No. 126 
and the construction of 6.5 miles of 12%4-inch O. D. transmission line from 
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the latter point to a junction with existing 8-inch line No. 88 at the Ohio- 
Pennsylvania state line in South Beaver Township, Beaver County, Pennsylvania. 

3. Approximately 11.7 miles of 16-inch O. D. transmission line from existing 
Heard Storage Field, West Finley Township, Washington County, Pennsylvania, 
to existing Peters Run reducing station, Triadelphia District, Ohio County, 
West Virginia, replacing approximately 8.6 miles of existing 8-inch line from 
Trussell Farm Gate Nest, West Finley Township, Washington County, Pennsyl- 
vania, to Peters Run reducing station. 

4. Approximately 2.3 miles of 12-inch transmission line along Ohio Route 
No. 7 between Bridgeport and Bellaire, Belmont County, Ohio, to replace an 
existing 8-inch and 10-inch line in approximately the same location. 

5. Approximately 2.3 miles of 10-inch transmission line in the community of 
Martins Ferry, Ohio, to replace an existing 6-inch and 65-inch line in the same 
location. 

6. Approximately 3.1 miles of 4-inch line along Ohio Route No. 7 between the 
communities of Duffy and Sardis, Monroe County, Ohio, to replace a 2-inch line 
in the same location, and the construction of 2.7 miles of 4inch line along Ohio 
Route No. 7 into the community of Clarington, Monroe County, Ohio, to replace 
a 3-inch line in the same location. 

7. Approximately 4.4 miles of 16-inch O. D. transmission line from the 
Borough of Haysville to the Borough of Leetsdale in Allegheny County, Penn- 
sylvania, to replace an existing 8-inch and 12-inch line in the same. location. 

8. Approximately 4.2 miles of 16-inch O. D. transmission line between the 
Borough of Greentree, Allegheny County, and Applicant’s Fairhaven reducing 
station in the city of Pittsburgh, all in Pennsylvania, to replace an existing 10- 
inch line in approximately the same location. 

9. Approximately 0.9 mile of 16-inch O. D. transmission line from a point 
on River Avenue, McKees Rocks, Pennsylvania, to a point on Graham Street in 
Stowe Township, Allegheny County, Pennsylvania, to replace an existing 10- 
inch line in the same location. 

10. Approximately 0.8 mile of 10%4-inch O. D. transmission line across the 
Ohio River from a point in Stowe Township to a point on the Ohio River Boule- 
vard, city of Pittsburgh, all in Allegheny County, Pennsylvania, which will loop 
an existing 10-inch river crossing between the same points. 

11. Approximately 5.3 miles of 65-inch O. D. transmission line from a point 
south of Wexford on Line No. 81, McCandless Township, to a point near Warren- 
dale on Line No. 82, Marshall Township, all in Allegheny County, Pennsylvania. 

12. Approximately 0.5 mile of 16-inch O. D. transmission line in Neville Town- 
ship, Allegheny County, Pennsylvania. 

13. Approximately 9.36 miles of 85-inch O. D. transmission line from Jeanette 
measuring station, Hempfield Township, to a point of connection with existing 
line No. 8,590 in Mt. Pleasant Township, all in Westmoreland County, Pennsyl- 
vania. 

The total cost of the new construction described above and as more fully 
described in the application is estimated at $4,099,250. The cost of retirement 
is estimated at $5,370. The salvage value of the facilities proposed to be re- 
placed is estimated at $77,400. This construction will be financed by Applicant’s 
parent, Columbia Gas System, Inc. (Columbia). Columbia proposes to issue 
and sell senior debentures to provide funds for its construction program, includ- 
ing Applicant’s proposed construction. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 6, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 
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The Commission finds: 

(1) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion having its principal place of business at 800 Union Trust Building, Pitts- 
burgh, Pennsylvania, is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of natural gas for resale 
for ultimate public consumption, and therefore is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Manufacturers Light and Heat Company to construct 
and operate the facilities hereinbefore described, all as more fully described 
in the application in this proceeding, for the transportation and sale for resale 
of natural gas as therein set forth, subject to the jurisdiction of the Commission 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (38) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 12 
months from the date on which this order issues. 

Commissioners Draper and Smith not participating. 


Order approving maintenance of permanent connection for emergency use only 


The Kansas Power and Light Co. 
Docket No. E-6568 
August 17, 1954 


By application filed July 16, 1954, pursuant to Section 202 (d) of the Federal 
Power Act, The Kansas Power and Light Company (Applicant) requested au- 
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thorization to maintain and use a permanent connection for emergency use only 
between its facilities and those of Kansas Gas and Electric Company (Kansas 
Gas) without Applicant, on account of the maintenance and use of said inter- 
connection, becoming subject to the jurisdiction of this Commission. 

Applicant, a corporation organized and existing under the laws of the State 
of Kansas, with its principal business office at Topeka, Kansas, is engaged in the 
generation, transmission, distribution and sale of electric energy in the State 
of Kansas. 

Kansas Gas and Electric Company, a corporation organized and existing under 
the laws of the State of West Virginia, with its principal business office at 
Wichita, Kansas, is engaged in the generation, transmission, distribution and 
sale of electric energy in the States of Kansas and Missouri and owns and 
operates facilities, among others, for the transmission and sale of electric energy 
at wholesale in interstate commerce and is a “public utility”, as heretofore 
determined and set forth in the Commission’s order issued November 16, 1953, 
In the Matter of Kansas Gas and Electric Company, Docket No. E-6518, 12 F. P. C. 
1277. 

The permanent connection for emergency use only which Applicant proposes 
to maintain and use consists of a tap from the 154-kv Omaha-Midian transmis- 
sion line of Kansas Gas through a transformer and circuit breakers to the facil- 
ities of Applicant located at its Tecumseh generating station near Topeka, 
Kansas. The emergency interconnection will be maintained with the connecting 
switches open at all times except during emergencies. 

The application states that because of unavoidable delays in the completion 
of additional generating capacity on the companies’ systems, emergencies may 
be occasioned by abnormally high peak loads resulting from the extensive use 
of cooling devices and from the depletion of presently inadequate reserves by 
forced outages of equipment. Maintenance and use of the proposed intercon- 
nection will enable the companies to meet such emergencies. 

The Commission finds: 

(1) Applicant owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce 
and may be a public utility within the meaning of Section 201 of the Act. 

(2) The proposed interconnection will be a permanent connection for emer- 
gency use only within the meaning of Section 202 (d) of the Act. 

(3) Maintenance and use of such interconnection may involve the transmis- 
sion and sale at wholesale of electric energy in interstate commerce within the 
meaning of Section 201 of the Act. 

(4) The maintenance and use of the interconnection, as hereinafter approved, 
will serve the emergency needs of Applicant and Kansas Gas and be desirable 
in the public interest as expressed in the Act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connection for emergency 
use only, as the term “emergency” is defined in Section 32.20 of the Commis- 
sion’s General Rules and Regulations, is hereby approved and shall not affect 
the status of Applicant under the Act. 

(B) The aforesaid connection shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connection. 

(C) Applicant shall report each use of the connection to the Commission in 
accordance with Section 32.23 of the Commission’s Regulations under the Act. 

Commissioners Draper and Smith not participating. 
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Determination of proportion of annual charges due for headwater benefits 
for years 1950 through 1952 


Alabama Power Co. 
Project Nos. 82, 618 


August 18, 1954 


By Commission order issued October 11, 1951, 10 F. P. C. 1423, an investigation 
was instituted pursuant to the provisions of the Federal Power Act, particularly 
Section 10 (f) thereof, for the purpose of enabling the Commission to deter- 
mine whether certain projects maintained and operated by Alabama Power 
Company on the Coosa River—namely, its Lay Project, maintained and operated 
under a permit authorized by the Act of March 4, 1907 (34 Stat. 1288); and 
its Mitchell Project No. 82 and Jordan Project No. 618, maintained and operated 
under licenses issued under the Federal Power Act—are directly benefited by 
the construction and operation of the upstream Allatoona Project constructed 
by the United States between 1946 and 1950 on the Etowah River, a tributary 
of the Coosa River; and, if it so finds, to determine the equitable proportion 
of the annual charges for interest, maintenance, and depreciation on the Alla- 
toona headwater improvement which Alabama Power Company should pay to 
the United States. In addition, under the provisions of Section 10 (f) of the 
Act Alabama Power Company is required to pay to the United States the cost 
of making the determination. 

The Commission determines: 

The equitable proportion of the annual charges for interest, maintenance, 
and depreciation on the Allatoona Project to be paid by Alabama Power Com- 
pany to the United States for benefits directly received for the years 1950 
through 1952 is as follows: 


Calendar year: Amount 


The Commission finds: 


The cost to the Commission of making the determination herein is $6,092.00. 

The Commission orders: 

Payment to the Commission of the sum of $76,583 and $6,092.00 for the above- 
stated purposes shall be made by Alabama Power Company within 30 days from 
the date of issuance of this determination. 

Commissioners Draper and Smith not participating. 


Order further amending license (major) 
City of Ketchikan, Alaska 
Project No. 1922 


August 18, 1954 


Application was filed November 13, 1952, and supplemented December 10, 1952, 
by the City of Ketchikan, Alaska, licensee for major Project No. 1922, situated 
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on Beaver Falls Creek and Upper and Lower Silvis Lakes, in the First Judicial 
Division, Alaska, near the city of Ketchikan, and affecting lands of the United 
States within the Tongass National Forest. 

The application seeks further amendment of the license to include as part 
of the ultimate development additional project works consisting of a rock-fill 
dam about 30 feet high to be located at the outlet of Lower Silvis Lake which 
will raise the natural water surface elevation of Lower Silvis Lake from 806.5 
to 827 feet and creating 1,600 acre-feet of storage; a spillway; an intake with 
remote controlled sluice gate; a pressure tunnel extending about 3,800 feet 
therefrom, a steel penstock about 3,700 feet long extending from the tunnel lower 
portal to the powerhouse; a powerhouse extension containing two additional 
units operating under a gross head of about 800 feet, each consisting of a 3,600- 
horsepower impulse wheel connected to a 2,000-kilowatt generator; a substation 
adjacent to the powerhouse; a bleeder valve at the adit of the tunnel for fur- 
nishing water to the existing intake in Beaver Creek for operation of the present 
two units; a regulating valve at the outlet of the tunnel which taps Upper Silvis 
Lake; and appurtenant facilities. The licensee requests also that the clearing 
requirements of the license be revised to provide for future clearing of Lower 
Silvis Lake. 

It appears from the application that completion of construction and the com- 
mencement of operation of the additions to the Beaver Falls development were 
scheduled for not later than November of 1954—contract awards for tunnels and 
other construction expansion apparently having been made in November of 1952. 

The Assistant Secretary of the Interior, the Chief, Forest Service, acting for 
the Secretary of Agriculture, and the Alaska Department of Fisheries have re- 
ported favorably on the application, as hereinafter provided. 

The Commission finds: 

(1) Due and proper notice has been given and published of the filing of the 
application as required by statute and by the rules and regulations of the 
Commission, and no objection or protest has been filed. 

(2) The license further amended as hereinafter provided will not interfere 
or be inconsistent with purposes for which the Tongass National Forest was 
created or acquired, and will not alter any of the basic facts upon which the 
license was issued. 

(3) The authorized installed capacity of the project under this amendment 
is 10,000 horsepower. and the annual charge for reimbursing the United States 
for the costs of administration of Part I of the Federal Power Act, based upon 
such capacity as hereinafter provided, is reasonable. 

(4) The increased annual charges under the license as amended for the 
purpose of recompensating the United States for the use, occupancy, and 
enjoyment of its lands, as hereinafter provided, are reasonable. 

(5) The Exhibit K tracings, Sheets 8 through 11 (FPC Nos. 1922-27 through 
-30), as revised by the licensee, and Exhibits L and M, filed as part of the appli- 
eation for amendment and more fully described below, conform to the 
Commission’s rules and regulations and should be approved as part of the 
license as amended. 

The Commission orders: 

(A) The license for Project No. 1922 be and it is hereby further amended, 
effective as of November 1, 1952, as follows: 

Paragraph 1. Article 2 of the license is further amended. 

(a) To include therein under “A”: 

Exhibit K: Maps in 4 sheets signed October 27, 1952, City of Ketchikan, 
Territory of Alaska, by Geo. H. Beck, Mayor, comprising: 
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Sheet No. 8 (Rev. 6-15-53) (FPC No. 1922-27), Upper Lake Silvis; Sheet 
No. 9 (Rev. 6-15-53) (FPC No. 1922-28), Lower Lake Silvis; Sheet No. 10. 
(Rev. 6-15-53) (FPC No. 1922-29), Penstock from Tunnel No. 2 to Lower Lake 
Silvis; Sheet No. 11 (Rev. 6-15-53) (FPC No. 1922-30), Penstock from Power- 
house to Tunnel No. 2. 

(b) To revise “B” thereunder to the following extent only : 

(i) Constructed works: 

An initial development consisting of 7-foot square tunnel about 970 feet long 
between Upper and Lower Silvis Lakes tapping Upper Silvis Lake about 78 
feet below the surface (making available storage capacity of about 15,000 acre- 
feet) ; a diversion dam about 40 feet long and about 3 feet high, with intake on 
Beaver Falls Creek about 4,600 feet above its mouth; a 28-inch and 30-inch 
diameter steel pipeline about 4,200 feet long; a powerhouse and associated 
step-up substation near the mouth of the creek on the shore of George Inlet with 
installation of two units, each capable of producing 1,750 kilowatts operating 
under a gross head of about 680 feet (ultimately these two units will produce 
about 2,750 kilowatts each when operated at a gross head of about 800 feet) ; 
and a 33-kilovolt transmission line extended from the powerhouse substation 
for a distance of about 11.1 miles, to a substation located at the Licensee’s exist- 
ing power plant in Ketchikan (Project No. 420). 

(ii) An expanded development consisting of the addition of the following 
project works: 

A rock-fill dam about 30 feet high to be located at the outlet of Lower Silvis 
Lake which will raise the natural water surface elevation of Lower Silvis 
Lake from 806.5 to 827 feet and creating 1,600 acre-feet of storage; a spillway; 
an intake with remote controlled sluice gate; a pressure tunnel extending 
about 3,800 feet therefrom; a steel penstock about 3,700 feet long extending 
from the tunnel lower portal to the powerhouse; a powerhouse extension con- 
taining two additional units operating under a gross head of about 800 feet, 
each consisting of a 3,600-horsepower impulse wheel connected to a 2,000- 
kilowatt generator; a substation adjacent to the powerhouse; a bleeder valve 
at the adit of the tunnel for furnishing water to the existing intake in Beaver 
Creek for operation of the present two units; a regulating valve at the outlet 
of the tunnel which taps Upper Silvis Lake; and appurtenent facilities. 

(iii) Future works: 

A pipeline from the outlet of the tunnel from Upper Silvis Lake to another 
powerhouse with installation of about 1,500 horsepower to be located on the 
shore of Lower Silvis Lake; the location, nature, and character of these project 
works constituting the initial and additional works of the ultimate develop- 
ment being more specifically shown and described by the exhibits hereinbefore 
cited and by certain other exhibits which formed part of the application for 


license and for amendment of the license and which are designated and described 
as follows: 
- 





* * * * © . 








Evhibit L: Plans in 5 sheets signed October 27, 1952, City of Ketchikan, Terri- 
tory of Alaska, Geo. H. Beck, Mayor, comprising: 

Sheet No. 7 (FPC No. 1922-31), Power House Area; Sheet No. 8 (FPC No. 
1922-82), Power House Addition; Sheet No. 9 (FPC No. 1922-33), Beaver 
Falls Substation and One-Line Equipment Diagram; Sheet No. 10 (FPC No. 
1922-34), Lower Lake Silvis Dam and Spillway ; Sheet No. 11 (FPC No. 1922-35), 
Tunnel and Penstock Details. 





* 
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Ezhibit M: Three typewritten pages—statement of general specifications of 
Mechanical and Electrical equipment and their appurtenances, filed with the 
Commission on November 13, 1952. 

(c) And to revise “D” thereunder to read as follows: 

D. The authorized installed capacity of the project for annual charge purposes 
is 10,000 horsepower. 

Paragraph 2. Article 5 of the license is amended to read: 

Article 5. The Licensee shall commence construction of the initial development 
within one (1) year from the date of issuance of the license, shall thereafter 
prosecute such construction in good faith and with due diligence; and shall 
complete the same by December 31, 1950. Licensee shall commence construction 
of additional project works, as a part of the ultimate development on or before 
January 1, 1953, and shall complete construction on or before December 31, 
1954, Furthermore, the Licensee shall from time to time thereafter construct 
such portion of the ultimate development as the Commission may direct so as 
to supply adequately the reasonable market demands until such development 
shall have been completed. 

Paragraph 3. Article 10 of the license is amended to read: 

Article 10. The Licensee shall clear all lands in the bottoms and margins 
of reservoirs (Upper Silvis and Lower Silvis Lakes) up to high water level, except 
that complete clearing of the Lower Silvis Lake in compliance with this article 
shall be deferred until such time as the Forest Service finds additional clearing 
is necessary because of future changes in the character of use for the upper 
watershed, and in lieu thereof Licensee shall clear Lower Silvis Lake to eleva- 
tion 832 for 650 feet horizontal distance from the dam measured along the 
reservoir flood line on the south shore and for 400 feet horizontal distance 
measured along the reservoir flood line on the north shore. Licensee shall 
clear and keep clear to an adequate width lands of the United States along 
open conduits, and shall dispose of all temporary structures, unused timber, 
brush, refuse, or inflammable material resulting from the clearing of the 
lands or from the construction and maintenance of the project works. The 
clearing of the lands and the disposal of the material shall be done to the satis- 
faction of the authorized representative of the Commission. 

Paragraph 4. Article 22 of the license is further amended so as to increase the 
authorized installed capacity specified in “A” therein from 6,300 horsepower to 
10,000 horsepower, and to increase the amount of annual charges specified in 
“B” therein from $209.74 to $400.20. 

Paragraph 5. The license for the project is further amended to include the 
following additional article: 

Article 31. The Licensee shall make such reasonable modification of project 
structure and operation consistent with primary project purposes for the pro- 
tection of fishlife, as may be prescribed by the Commission upon the recommen- 
dation of the Secretary of the Interior. 

(B) The exhibits referred to in finding (5) above are approved as part of 
the license as further amended. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance of 
this license amendment, it shall be signed for the licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 
Commissioners Draper and Smith not participating. 
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Order dismissing declaration of intention and modifying finding 


Green Mountain Power Corp. 
Project No. 2090 and Docket No. E-6263 


August 18, 1594 


On January 19, 1950, Green Mountain Power Corporation, of Montpelier, 
Vermont (Declarant), filed a declaration of intention (Docket No. E-6263), under 
Section 23 (b) of the Federal Power Act, to construct a hydroelectric develop- 
ment, known as the Waterbury Project, to be located on the Waterbury (Little) 
River, in Washington County, Vermont. 

Subsequently, on July 31, 1951, as supplemented on March 17, 1954, the 
Declarant filed an application for license under Section 4 (e) of the Act for the 
same project, now designated as Project No. 2090, pursuant to which application 
the Commission on July 20, 1954, 13 F. P. C. 1211, issued findings and order 
issuing a major license to the Declarant for the project. 

In its aforementioned findings and order, the Commission found, among other 
things, that: “(4) The Waterbury Dam was constructed and is owned by the 
United States and is, therefore, a ‘Government dam’ within the definition of 
Section 3 (10) of the Act;” and “(5) The proposed Waterbury project would 
utilize the surplus water or water power from a Government dam within the 
meaning of Section 4 (e) of the Act.” 

The Governor of the State of Vermont and Green Mountain Power Company 
have informally questioned the finding that the dam is owned by the United 
States. 

The Commission finds: 

(1) In view of the Commission’s action in the Docket No. E-6263 proceedings, 
the aforementioned declaration of intention should be dismissed in order that the 
Commission’s records in that proceeding may be formally closed. 

(2) Since a question has been raised as to the present ownership of the Water- 
bury Dam, and inasmuch as it is not essential to determine what agency owns the 
dam in order to establish the Commission’s licensing authority over Project No. 
2090, it is appropriate and in the public interest to modify finding (4) to delete 
therefrom any reference to ownership of the dam. 

The Commission orders: 

(A) The declaration of intention in the Docket No. E-6263 proceeding be and 
it is hereby dismissed. 

(B) Finding (4) of the aforementioned findings and order of the Commission 
issued July 20, 1954, be and it is hereby modified to read : 

(4) The Waterbury Dam was constructed by the United States and is, there- 
fore, a “Government dam” within the definition of Section 3 (10) of the Act. 

(C) This order shall become final (30) days from the date of its issuance un- 
less application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this order. 

Commissioners Draper and Smith not participating. 

468918—61——_86 
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Order issuing preliminary permit 
Pacific Northwest Power Co. 
Project No. 2147 


August 18, 1954 


On December 21, 1953, joint application for a preliminary permit under the 
Federal Power Act (hereinafter referred to as the Act) was filed by The Montana 
Power Company, The Washington Water Power Company, Pacific Power & Light 
Company, Portland General Electric Company, and Mountain States Power Com- 
pany for proposed Project No. 2147 to be located on the North Fork and the Middle 
Fork of the Clearwater River in Clearwater and Idaho Counties, Idaho, and affect- 
ing lands of the United States within the St. Joe, Clearwater, and Nezperce Na- 
tional Forests, lands within Nez Perce Indian Reservation, and vacant public 
lands. Since the filing of the joint application, Mountain States Power Company 
has merged with and into Pacific Power & Light Company. On April 10, 1954, the 
Pacific Northwest Power Company was incorporated; it acquired the interests 
of all the joint applicants and filed a supplemental application on May 27, 1954, 
requesting that the permit be issued to the Pacific Northwest Power Company 
(hereinafter referred to as the Applicant). 

The Act provides that preliminary permits shall be issued for a period or 
periods not exceeding a total of three years. 

As described in the application, the proposed project would include two develop- 
ments on separate streams for production of hydroelectric power and other pur- 
poses described as follows: 

(a) Bruces Eddy development consisting of a rockfill dam with an impervious 
earth core with a top elevation of approximately 1,550 feet (m.s.l.) located at 
river mile 2 on North Fork Clearwater River in Clearwater County, Idaho; a 
reservoir about 49 miles long with normal water surface at elevation 1,540 feet 
and a total capacity of about 2,460,000 acre-feet of storage of which about 
1,430,000 acre-feet would be usable storage; a powerhouse with provision for an 
installation of 244,000 kilowatts of generator capacity ; and appurtenant facilities. 

(b) Penny Cliffs development consisting of a rockfill dam with an impervious 
earth core with a top elevation of approximately 1,865 feet (m. s. 1.) located 
at about river mile 79 on the Middle Fork Clearwater River in Idaho County, 
Idaho; a reservoir, extending about 48 miles up the Middle Fork and Selway 
Rivers and about 20 miles up the Lochsa River, having a water surface elevation 
of 1,855 and containing about 3,430,000 acre-feet of storage of which 2,300,000 
acre feet would be usable storage; a powerhouse with provisions for an installa- 
tion of 292,000 kilowatts of generator capacity ; and appurtenant facilities. 

The energy generated would probably be distributed through the transmission 
facilities of the Northwest Power Pool to the four companies controlling the 
applicant company and then distributed through the separate distribution 
systems for domestic, industrial and commercial purposes. 

The Chief of Engineers reporting for the Department of the Army in a letter 
dated April 2, 1954, pointed out that the two proposed developments are essen- 
tially the same as those recommended in the Review Report on Columbia River 
and Tributaries, Middle Snake River Basin, Lewiston to Pittsburg Landing, 
Idaho, Oregon and Washington, and are being considered for adoption as units 
of the Main Control Plan for comprehensive development of Columbia River 
and Tributaries. The Corps of Engineers has no objections to the granting of 
a preliminary permit. However, in view of the flood control, navigation and 
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power benefits at downstream Federal developments, the Federal Government 
will have a substantial interest in the projects in addition to its overall interest 
in the optimum development of water resources in the public interest. 

The Forest Service, reporting for the Department of Agriculture in a letter 
dated May 12, 1954, recommended that the preliminary permit be issued, subject 
to the standard provisions, and that a comprehensive study be made of the 
means to be adopted for marketing the timber of the area, revamping Forest 
Service roads and trails and handling other associated problems. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported on the application recommending that, if the preliminary permit 
is issued, the permittee be required to cooperate in planning for the preserva- 
tion of fish and wildlife resources, obtain permission to conduct investigations 
of tribal lands from the Nez Perce Indian Tribal Council as well as furnish the 
council copies of all surveys and investigations, and consult with federal and 
state agencies regarding recreational phases of the project. 

The Idaho Department of Fish and Game by letter dated March 4, 1954, sub- 
mitted, as its comments on the application, a copy of its report to the Corps 
of Engineers on the proposed Bruces Eddy and Penny Cliffs developments. The 
report is entitled “Effects of Proposed Dams upon the Anadromous and Resident 
Fishery of the Clearwater River” and “effects of Proposed Dams on the Clear- 
water River upon Game Populations”. The report sets out facts relative to fish 
and game populations and benefits derived by the people of Idaho from expendi- 
tures made by fishermen and hunters. No recommendations were given regarding 
issuance of the preliminary permit. 

Over 400 individuals and organizations have filed identical informal protests 
in the form of letters and petitions and telegrams opposing the proposed de- 
velopment. These individuals and organizations represent the Wilderness 
Society and various sportsman and wildlife organizations which are devoted 
to preservation of fish, wildlife, and uninhabited wilderness areas. Adverse 
comments were also received from the Oregon and Washington State Fish and 
Game Departments. 

The Idaho Wildlife Federation filed both a formal protest and a petition for 
leave to intervene, to which an answer was filed by the Applicant. The petition 
is being dismissed by the Commission by separate order. 

The Commission finds: 

(1) The Applicant is a corporation organized under the laws of the State of 
Oregon. It is controlled by The Montana Power Company, The Washington 
Water Power Company, Pacific Power & Light Company and Portland General 
Electric Company but does not exercise any control over any other company or 
organization. 

(2) Public notice of the application has been given as required by the Act. 
No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is ap- 
parent at this time for its development by the United States. 

(4) The project as proposed would conflict with the Penny Cliffs and Bruces 
Eddy developments proposed by the Corps of Engineers in its Review Report 
on Columbia River and Tributaries, Middle Snake River Basin, Lewiston to 
Pittsburg: Landing, Idaho, Oregon, and Washington, now being considered for 
adoption as units of the Main Control Plan for comprehensive development of 
Columbia River and tributaries. However, it is in the public interest to allow 
the Applicant to obtain additional engineering and economic data which may 


be useful in further consideration of a plan of development for the Columbia 
River basin. 
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The Commission orders: 
(A) This preliminary permit is issued to Pacific Northwest Power Company 
(hereinafter referred to as the Permittee) for a period of 18 months, effective 
as of August 1, 1954, for the sole purpose of maintaining priority of application 
for a license for Project No. 2147 to be located on the North Fork and the 
Middle Fork of the Clearwater River in Clearwater and Idaho Counties, 
Idaho, and affecting lands of the United States within the St. Joe, Clearwater 
and Nezperce National Forests, lands within Nez Perce Indian Reservation, 
and vacant public lands, subject to the terms and conditions of the Act which 
is hereby incorporated by reference as a part of this permit, and subject to 
such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary 
Permit”, which terms and conditions (described as Articles 1 through 8) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer 
in San Francisco, California, or to such other officer as the Commission may 
designate, accurate statements of the work accomplished during the period and 
of the work contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of this permit, cooperate 
with the Corps of Engineers and the Bureau of Reclamation with the object 
of determining a plan of development for the two sites best adapted to a 
comprehensive plan of development of the water resources of the Columbia 
River Basin. 

Article 11. The Permittee shall cooperate with the U. S. Forest Service during 
the period of this permit to develop a plan for alleviation of damage to and 
achieving maximum utilization of National Forest Resources insofar as affected 
by the proposed project. 

Article 12. The Permittee shall cooperate with the U. S. Fish and Wildlife 
Service and the Idaho Department of Fish and Game during the period of this 
permit with the object of developing means and measures to mitigate losses to 
the fish and wildlife resources which might be affected by the proposed project. 

Article 18. The Permittee shall furnish copies of all surveys and investiga- 
tions to the Nez Perce Indian Tribal Council involving tribal lands. Negotia- 
tions with the Indian Tribal Council which may become necessary during the 
period of this permit shall be conducted through the Area Office, Bureau of 
Indian Affairs, Portland, Oregon. 

Article 14. The Permittee shall during the period of this permit consult with 
the Department of Public Lands of the State of Idaho, the National Park 
Service, and the U. S. Forest Service regarding the recreational phases of the 
project. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Act, and failure to file such an application shall constitute acceptance 
of this permit. In acknowledgment of the acceptance of this permit, it shall be 
Signed for the Permittee and returned to the Commission within 60 days from 
the date of issuance of this order. 

Commissioners Draper and Smith not participating. 





ORDERS 
Order authorizing issuance of common stock 
California Dlectric Power Co. 
Docket No. B-6574 


August 19, 1954 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware, and qualified to do business as a foreign corporation 
in the States of California and Nevada, with its principal place of business in 
Riverside, California, by application filed August 2, 1954, as amended August 6, 
9 and 16, 1954, requested authorization, pursuant to the provisions of Section 
204 of the Federal Power Act, for the issuance of 170,000 shares of common stock 
(par value $1 per share). 

Applicant proposes on or about August 24, 1954, to invite bids for the purchase 
of the proposed issuance of 170,000 shares of common stock (par value $1 per 
share), by newspaper publication and through distribution of a form of bid 
together with a statement of terms and conditions relating to the bids. 

All bids must be in writing and shall specify the price per share of common 
stock to be received by the Applicant. In addition, every bid, whether from a 
single bidder or group of bidders, must be for the purchase of all of the 170,000 
shares of common stock to be sold and must be accompanied by a certified or 
bank cashier’s check or checks in the aggregate amount of $100,000. 

All bids must be presented to the Applicant before 9: 00 a. m., California time, 
August 31, 1954, unless postponed. Unless the Applicant shall reject all bids 
(which it reserves the privilege so to do), or exclude a bid or bids for reasons 
specified in the statement of terms and conditions, it will accept the bid for the 
proposed issuance of common stock which offers to it the highest price therefor. 

The application shows that the net proceeds to be derived from the proposed 
issuance of common stock, estimated to amount to $1,966,000, will be applied to 
the redemption of 37,600 shares of Applicant’s $2.50 sinking fund cumulative 
preferred stock (par value $50 per share) * at a call price of $51.50 per share 
plus accrued dividends to the date of redemption. According to the application, 
the aggregate amount of such call price to be paid and the expenses incident to 
the proposed redemption will approximate $1,937,000. Applicant proposes to 
apply the remaining amount of the expected net proceeds to its general corporate 
requirements. 

The application states that the increase in common equity resulting from the 
anticipated redemption of the outstanding shares of Applicant’s series of $2.50 
sinking fund cumulative preferred stock and the proposed issuance of 170,000 
shares of common stock constitutes an improvement of Applicant’s capital 
structure. 

The application shows that the call premiums and expenses incident to redemp- 
tion of the aforementioned 37,600 shares of Applicant’s $2.50 sinking fund 
cumulative preferred stock will be charged to its earned surplus. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Public Service Commission of Nevada, and to 
the Governor of each of those States. Notice has also been given by publication 
in the Federal Register on August 7, 1954 (19 FR 5008), stating that any person 
desiring to be heard or to make any protest with reference to the application 


21The Applicant states that 1,200 of the 38,800 shares of its series of $2.50 sinking fund 
cumulative preferred stock presently outstanding will be redeemed on October 1, 1954, 
through operation of the sinking fund provided for said series. 
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should file a petition or protest on or before August 16, 1954. No protest, 
petition or request to be heard in opposition to the granting of the application has 
been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued January 
16, 1952, In the Matter of California Electric Power Company, Docket No. E-6397. 

(2) The proposed issuance and sale of common stock, described above, will 
constitute an issuance of securities within the purview of Section 204 of: the 
Federal Power Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which its security issues are regulated by a state commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance of common stock is, 
therefore, not exempt by virtue of that Section from the requirements of Section 
204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of common 
stock as hereinafter authorized will be for a lawful object, within the corporate 
purposes of the Applicant and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by the Applicant 
of service as a public utility, and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes. 

(5) The period of public notice given in this proceeding is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, described above, upon 
the terms and conditions, and for the purposes specified in the application, be 
and same are hereby authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of common stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and Section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as contemplated 
by Section 34.9 of the Rules. 

(ii) The Commission shall, by further order, have approved the price to be 
received by the Applicant for the common stock. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within sixty days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of costs or any valuation of property claimed 
or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Commissioners Draper and Smith not participating. 
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Order approving and directing disposition of amounts classified in account 107, 
electric plant adjustments 


Worcester County Blectric Co. 


August 19, 1954 


Worcester County Electric Company, Boston, Massachusetts, on August 3, 
1951, filed reclassification and original cost studies of its electric plant, as of 
January 1, 1951, in compliance with the requirements of Dlectric Plant Accounts 
Instruction 2-D of the Uniform System of Accounts Prescribed for Public 
Utilities and Licensees. Thereafter, on May 26, 1954, the Company filed certain 
revised original cost statements reflecting the original cost of plant, as of Janu- 
ary 1, 1953, and submitted therewith its proposals respecting the disposition of 
the amounts classified in Account 107, Electric Plant Adjustments, which repre- 
sent the excess of recorded cost over original cost of electric plant. 

The revised original cost statements show that of the total balance of $4,951.29 
classified in Account 107, Electric Plant Adjustments, the amount of $4,199.19 
(net) represents an adjustment for recorded and unrecorded retirements of 
property and the remainder, $752.10, operating and maintenance expenses im- 
properly charged to the plant accounts. 

The Company proposes to dispose of the $4,951.29 balance in Account 107 by the 
following charges: 


Account 250, Reserve for Depreciation of Electric Plant 
Account 414, Miscellaneous Debits to Surplus 


4,951,29 


By letter of July 26, 1954 the Massachusetts Department of Public Utilities 
has indicated its approval of the proposed disposition plan. 

The Commission finds: 

The proposed disposition of the $4,951.29 excess in recorded cost over original 
cost in the manner described above is reasonable and appropriate for the 
purposes of the Federal Power Act. 

The Commission orders: 

(A) The disposition by Worcester County Electric Company of $4,951.29 
classified in Account 107 by charges of $4,047.44 to Account 250. Reserve for 
Depreciation of Electric Plant, and of $903.85 to Account 414, Miscellaneous 
Debits to Surplus, is hereby directed and approved. 

(B) The Company shall submit, within 30 days from the date of this order 
two certified copies of the accounting entries giving effect to the dispositions 
herein approved and directed. 

Commissioner Draper and Smith not participating. 


Order reopening hearing and setting date thereof 
Texas Gas Pipe Line Corp., Trancontinental Gas Pipe Line Corp. 
Docket Nos. G-2405, G—2406 


August 20, 1954 


These proceedings concern applications filed by Texas Gas Pipe Line Corpo- 
ration and Transcontinental Gas Pipe Line Corporation, for certificates of public 
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convenience and necessity, pursuant to Section 7 of the Natural Gas Act, author- 
izing the construction and operation of pipeline facilities for the transportation 
and sale of natural gas in interstate commerce. 

We are of the opinion that the record is deficient with respect to an adequate 
gas supply. Neither Texas Gas Pipe Line Corporation nor Transcontinental Gas 
Pipe Line Corporation have established availability of an adequate gas supply 
necessary to justify authorization of their proposed projects. 

Attachment of additional gas reserves as proposed by Transcontinental Gas 
Pipe Line Corporation appears to be in the public interest and the public con- 
venience and necessity would be served by the construction and operation of the 
proposed pipeline facilities if the deficiency with reference to gas supply was 
supplied. 

The opinion of the U. S. Supreme Court, on June 7, 1954, in Phillips Petroleum 
Co. v. Wisconsin, et al. (347 U. S. 672), so construes the Act that if service pro- 
posed by a producer were in fact rendered he would be subject to the provisions 
of the Act. Such producer must, therefore, make application for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act 
and the Commission’s Rules and Regulations. 

Absent such applications by the independent producers in the instant case, and 
favorable action thereon, it cannot be found as a fact in the instant proceeding 
that an adequate gas supply is available to either Texas Gas Pipe Line Corpo- 
ration or Transcontinental Gas Pipe Line Corporation. The Commission cannot 
on the basis of the present record make the statutory findings as required by 
Section 7 (e) of the Natural Gas Act that the Applicants herein are “able * * * 
properly to do the acts and perform the service proposed * * *” 

In the circumstances, we will not deny the instant applications but will provide 
time to enable the producers to file the necessary applications and to present 
evidence, if any is necessary, at further hearings in these proceedings to establish 
an adequate gas supply and thus permit certification of the proposed projects. 

The Commission orders: 

(A) The record in this consolidated proceeding be and is hereby remanded 
to the Presiding Examiner heretofore designated for the purpose of further 
hearing and taking of additional evidence consistent with our views expressed 
above and for the rendering of an appropriate decision thereon unless the Com- 
mission should otherwise provide by subsequent order. 

(B) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by Sections 7 and 15 of the 
Natural Gas Act, a public hearing concerning the matters referred to above shall 
be held commencing on October 4, 1954, at 10 a. m. (EST), in the Hearing Room 
of the Federal Power Commission, 441 G Street, N. W., Washington, D. C. 
Commissioners Draper and Smith not participating. 


Order approving proposed settlement and terminating proceeding 
Roanoke Pipe Line Co. 
Docket No. G-—2278 


August 20, 1954 


Roanoke Pipe Line Company (Roanoke) on September 14, 1953, submitted for 
filing Sixth Revised Sheet No. 4 and First Revised Sheet No. 5-A to its FPC 
Gas Tariff, Original Volume No. 1, proposing to increase the rates and charges 
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for the sale of natural gas for resale to its affiliate and sole customer. Roanoke 
Gas Company. 

Pending a hearing and the Commissioner’s decision upon the question of the 
lawfulness of the rates proposed by the September 14, 1953, filing, the Commis- 
sion, by order issued October 13, 1953, as modified by order issued October 26, 
1958, suspended the proposed revised tariff sheets until March 1, 1954, and until 
such further time thereafter as such proposed tariff changes might be made 
effective in the manner prescribed by the Natural Gas Act. By order issued 
March 26, 1954, these suspended tariff changes were permitted to become effective 
as of March 1, 1954, subject to an undertaking assuring refund, with 6% interest, 
of such portion of the increased rates or charges as the Commission might find 
not justified. 

By its filing of September 14, 1953, Roanoke proposed to continue in effect the 
monthly facility charge established in Docket No. G—2105, by Commission order 
issued March 23, 1953, and to pass on to its customer the exact amount of increase 
in purchased gas cost which would result to Roanoke from the rate increase 
proposed by its supplier. Atlantic Seaboard Corporation, in Docket No. G—2275. 
Roanoke, thereby, proposed to continue the arrangement in effect prior to its 
proposed filing for increased rates and charges. 

On July 1, 1954, following settlement of the rate proceedings in Docket No. 
G-2275 by Commission order issued June 24, 1954, Roanoke submitted for filing 
Seventh Revised Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, re- 
questing that in settlement of the rate proceeding in this docket, the rates and 
charges contained therein be accepted for filining as of March 1, 1954. Seventh 
Revised Sheet No. 4 provides for a demand charge of $1.96 per Mcf per month 
and a commodity charge of 31.19¢ per Mcf and, together with the previously filed 
First Revised Sheet No. 5—A, represents the exact same demand and commodity 
components and heat content adjustment established as applicable to Roanoke 
in Docket No. G—2275. 

Roanoke Gas Company has indicated its concurrence in the filing of July 1, 
1954. Roanoke further advises that under the provisions of the order issued 
March 26, 1954, in this docket, it has refunded to its customer excess charges for 
the period March 1, 1954, to May 31, 1954, in the exact amount of refund received 
from Atlantic Seaboard Corporation for that period. 

The Commission finds: 

(1) The proposed settlement of the rate proceedings, on the basis heretofore 
described, is appropriate and in the public interest in carrying out the provisions 
of the Natural Gas Act and should be approved and made effective as hereinafter 
provided and ordered. 

(2) The rates and charges contained in Roanoke’s Sixth Revised Sheet No. 4 
to its FPC Gas Tariff, Original Volume No. 1, are not just, reasonable or lawful 
under the terms and provisions of the Natural Gas Act and should be disallowed. 

(3) The rates and charges contained in Seventh Revised Sheet No. 4 and First 
Revised Sheet No. 5-A to Roanoke’s FPC Gas Tariff, Original Volume No. 1, 
are just and reasonable and provide the proper basis for computation of refunds 
by Roanoke on and after March 1, 1954. 

The Commission orders: 

(A) The increases in rates and charges contained in Roanoke’s Sixth Revised 
Sheet No. 4 to its FPC Gas Tariff, Original Volume No. 1, be and the same hereby 
are disallowed. 

(B) Seventh Revised Sheet No. 4 and First Revised Sheet No. 5-A, contain- 
ing the demand and commodity charges set out above subject to adjustment 
for heat content variation from 1,150 Btu cubic foot, be and the same hereby 
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are accepted in settlement of the rate proceedings in this docket effective as 
of March 1, 1954. 

(C) Within 30 days from the date of issuance of this order, Roanoke shall re- 
fund to its customer the difference between the amounts charged by it under 
the rates contained in Sixth Revised Sheet No. 4 to its tariff, disallowed by 
paragraph (A) above, and the amounts as computed under the rates hereby made 
effective by paragraph (B) above, together with interest at the rate of 6% per 
annum from the respective date of receipt of such excess amounts to the date of 
refund, less the amount already refunded for the period from March 1, 1954, to 
May 31, 1954. 

(D) Within 45 days from the date of issuance of this order, ‘Roanoke shall 
report to the Commission, in writing and under oath, the details of its calcula- 
tions resulting in the refund ordered pursuant to paragraph (C) above, together 
with copy of the release from its customer with respect to such refund. 

(B) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted by or against Roanoke. 

(F) The proceedings in this docket hereby are terminated, subject to the 
terms and conditions contained in this order. 

Commissioners Draper and Smith not participating. 


Order issuing preliminary permit 
Puget Sound Power & Light Co. 
Project No. 2150 
August 20, 1954 


Application was filed January 21, 1954, by Puget Sound Power & Light 
Company, of Seattle, Washington, for a preliminary permit under the Federal 
Power Act (hereinafter referred to as the Act) for proposed Project No. 2150, 
to be located on Baker River in Whatcom County, Washington, and affecting 
lands of the United States within the Mt. Baker National Forest. Upon further 
investigation it may be found to affect the interests of interstate or foreign 
commerce. 

As described in the application, the proposed project will consist of a concrete 
dam at the Engletrout dam site, a short distance above the head of applicant’s 
Lake Shannon reservoir (occupying lands of the United States under Federal 
Power Commission license for minor-part Project No. 777); a reservoir about 
9 miles long, with water surface approximately 704 feet above sea level; a 
tunnel about 4 mile long and penstocks; a powerhouse having an installation 
of about 60,000 kilowatts ; and appurtenant facilities. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Act—and does not prohibit con- 
struction of the proposed project or any other project by the United States in 
the watershed involved. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that the Corps of Engineers has under review at the present time a 
survey for flood control of Skagit River in which the development of a multiple 
purpose project at the applicant’s proposed site is being considered; that the 
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best utilization of the water resources in the reach of the Baker River would 
be dependent on integrating the proposed development into the applicant’s 
existing downstream power project; and that the Corps of Engineers has no 
objection to the granting of a preliminary permit to the applicant for the purpose 
of maintaining priority for site development subject to preservation of the flood 
control value of the site until further studies can be made by the applicant 
to include consideration of flood control features. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Mt. Baker National Forest, has reported favorably on the 
application subject to the incorporation in a license, if issued, of certain condi- 
tions and provided the applicant consults with the Regional Forester with 
respect to necessary measures for protection of the national forest. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
in commenting on the application, requested the inclusion in the permit of a 
stipulation in the interest of fish and wildlife resources substantially as herein- 
after provided. 

The Departments of Fisheries and Game of the State of Washington have 
raised a question as to the advisability of issuing either a permit or a license 
until fishery problems associated with this proposed project have been solved 
and further request that the applicant be required to enter into a contractual 
arrangement with the Departments to conduct and finance the necessary surveys 
and studies that might lead to a solution of such problems. The permit issued 
herein provides for cooperation with the Departments of Fisheries and Game. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the Common- 
wealth of Massachusetts, and has presented satisfactory evidence of its right 
to do business in the State of W'ashington. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(3) The project does not affect any Government dam and no reason is apparent 
at this time for its development by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Puget Sound Power & Light Company 
(hereinafter referred to as the Permittee) for a period of three years, effective 
as of August 1, 1954, for the sole purpose of maintaining priority of application 
fora license for Project No. 2150, affecting lands of the United States within 
the Mt. Baker National Forest, subject to the terms and conditions of the Act 
which is hereby incorporated by reference as a part of this permit, and subject 
to such rules and regulations as the Commission has issued or prescribed under 
the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary 
Permit”, which terms and conditions (described as Articles 1 through 8) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer in San Francisco, California, or to such other officer as the Com- 
mission may designate, accurate statements of the work accomplished during 
the period and of the work contemplated under the preliminary permit for the 
ensuing period. 

Article 10. In its investigation and planning of the project, the Permittee 
shall consult with the Regional Forester as to what measures are necessary for 
the protection of the Mt. Baker National Forest. 
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Article 11. The Permittee shall cooperate with the Department of Fisheries 
and Game of the State of Washington and the United States Fish and Wildlife 
Service in formulating mitigation measures for inclusion in the project in the 
interest of fish and wildlife conservation. 

Article 12. The Permittee shall during the period of the permit consult and 
cooperate with the Corps of Engineers, Department of the Army, in formulating 
plans and studies involving possible flood control features of the proposed project. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 
Commissioners Draper and Smith not participating. 


Order further amending license (major) 


Puget Sound Power & Light Company and Public Utility District No. 1 of 
Chelan County, Washington 


Project No. 943 


August 23, 1954 


Application was filed jointly on May 20, 1953, by Puget Sound Power & 
Light Company and Public Utility District No. 1 of Chelan County, Washington, 
licensees for major Project No. 943, for further amendment of their license to 
authorize them to raise the normal operating pond level at Rock Island Dam 
from elevation 604.0 feet to 606.0 feet. Flashboards 2 feet, 6 inches high on 
top of the spillway crest gates are to be installed thereby raising the top of 
the gates to elevation 606.5 feet, except that adjustable 5-foot flashboards to 
elevation 609 feet will be installed adjacent to the fish ladders. 

Raising of the normal operating pond level as proposed will increase the 
average annual energy output of the Rock Island plant by an estimated 73,000,000 
kilowatt-hours for use in the Licensees’ system. 

The Departments of Fisheries and Game of the State of Washington have 
advised that they are not opposed to the granting of the proposed amendment 
provided that the licensees be required to comply with Article 40 (d) of the 
license with respect to modification of fishways. 

No lands of the United States will be used in addition to the lands presently 
in use by the project. 

The Office of the Chief of Engineers, Department of the Army, has by letter 
dated August 14, 1953, stated that the plans for the structures as proposed have 
been examined and are satisfactory insofar as the interests of navigation are 
concerned. 

The Assistant Secretary of the Interior has advised the Commission by 
letter dated May 13, 1954, that no protest or objection to the amendment of 
license as proposed will be made. 

The Commission finds: 

(1) Public notice has been given as required by the Federal Power Act, and 
no objection or protest has been made or filed. 
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(2) The amendment of the license as hereinafter provided will not alter any 
of the basic facts upon which the license was issued. 

(3) The following exhibits, filed May 20, 1953, conform to the requirements of 
the Commission’s rules and regulations for approval and inclusion in the license 
as herein amended. 


Erhibit L: (FPC No. 943-81), entitled “Dam and Flashboards”, signed on 
April 23, 1953. 

Erhibit M: Typewritten statement in one sheet entitled “General Description 
of Flashboards”, signed on April 23, 1953. 

(4) Exhibit L, Sheet 2 (FPC No. 943-79), entitled “Dam Elevation and 
Sections Units 5 to 10 Addition”, now constituting a part of the license instru- 
ment, has been superseded by a new exhibit, above referred to, and it should be 
stricken from the license. 

(5) The question whether there is a necessity for modification of the fishways, 
now a part of the project, in accordance with Article 40 (d) of the license should 
be reserved for a future determination, said determination to be made after 
sufficient factual data concerning operations at a normal pool elevation of 606 feet 
is available to show that the effects upon migration of fish, if any, result from 
operation of the project at the new level. 

The Commission orders: 

(A) The license for Project No. 943, as amended, be and it is hereby further 
amended, effective as of January 1, 1954, as follows: 

PARAGRAPH I. The first 2 lines of subparagraph B of Article 2 of the license 
as amended pursuant to order issued August 7, 1952, is hereby further amended 
to read as follows: 

A. Subparagraph B of Article 2: All project works consisting of : 

A concrete dam equipped with thirty-six crest gates with permanent flashboards 
2% feet high raising the top of the gates to elevation 606.5 feet, except that 
adjustable 5-foot flashboards to elevation 609.0 feet are installed adjacent to the 
fish ladders; a reservoir having a normal pool at elevation 606.0 feet extending 
from the dam to a point approximately seven miles above Wenatchee. 

PARAGRAPH II. The following special conditions be and are hereby included 
in the license as Articles 42 and 43: 

Article 42: The normal operating pool elevation shall be at elevation 606.0 
feet with variations up to a maximum of elevation 608.0 feet for flows of 85,000 
second feet or less. For stream flows between 85,000 and 530,000 second feet, 
licensees shall regulate the pond level so as not to exceed a maximum elevation of 
608.0 feet. For stream flows greater than 530,000 second feet, all spillway gates 
shall be open. 

Article 43: The Commission reserves the right to adjust the normal reservoir 
elevation of the Rock Island project at such time as the proposed Rocky Reach 
project located upstream is constructed to make the most economical use of the 
water resources of the Columbia River, after notice and opportunity for hearing. 

(B) The exhibits listed in paragraph (3) are approved and made part of the 
license, and Exhibit L Sheet 2 (FPC No. 943-79) is excluded from the license. 

(C) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance 
of this license amendment, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 

Commissioners Draper and Smith not participating. 
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Order authorizing merger or consolidation of facilities 
Pacific Gas and Electric Co. 
Docket No. E-6567 


August 26, 1954 





Pacific Gas and Electric Company (Applicant) incorporated under the laws 
of the State of California, with its principal business office in San Francisco, 
California, filed an application on July 1, 1954, as amended August 12, 1954, 
for authorization, pursuant to the provisions of Section 203 of the Federal 
Power Act, to merge or consolidate its facilities with those of Coast Counties 
Gas and Electric Company (Coast Counties), a subsidiary corporation organized 
and existing under the laws of the State of California, with its principal place 
of business in San Francisco, California. 

The Applicant states that it currently owns all of the 308,480 outstanding 
shares of Coast Counties common stock and that upon the completion of its 
acquisition of all of the outstanding shares of Coast Counties preferred stock * 
it proposes to accomplish the merger or consolidation of its facilities with those 
of Coast Counties through appropriate action taken under the laws of the State 
of California whereby the separate existence of Coast Counties will cease and 
Applicant will, as the surviving corporation, succeed to all estate, property, rights, 
privileges and franchises and be subject to all liabilities and obligations of 
Coast Counties. 

The application sets forth that Coast Counties, among other things, is pres- 
ently engaged in rendering electric service to the general public in Santa Cruz 
Santa Clara, San Benito and Monterey Counties, California, and does not own 
or operate facilities subject to the jurisdiction of this Commission, within the 
meaning of Section 203 of the Act. All of its energy requirements are purchased 
from the Applicant whose general service area is contiguous to that of Coast 
Counties. Upon consummation of the proposed merger or consolidation Appli- 
cant will use the electric facilities acquired from Coast Counties for the same 
purposes for which they are now used. 

According to the application the respective properties of the Applicant and 
Coast Counties are entered in the accounts of those companies at the original cost 
thereof and the proposed merger or consolidation will not result in the creation 
of any acquisition adjustment. The original cost as of March 31, 1954, of 
the facilities of Coast Counties is stated to be $15,268,286, with an applicable 
reserve for depreciation of $3,890,943. 

The application states that the proposed merger or consolidation will be in 
the public interest because it will facilitate greater integration of the two 
companies’ service areas and operating facilities and will result in the elimina- 
ton of duplicate adminstrative and corporate overhead and the simplification 
of Applicant’s corporate structure. 

The proposed transaction will represent a realization of the ultimate objective 
of a series of transactions whereby the Applicant initially acquired all of the 
outstanding capital stock of Pacific Public Service Company (Pacific), a non- 























1 Applicant sets forth that it presently owns 117,630 shares of Coast Counties outstand- 
ing series of 4% preferred stock (par value $25 per share), and 69,654 shares of Coast 
Counties outstanding series of 4.8% preferred stock (par value $25 per share), and that 
it has called for redemption, on August 25, 1954, the remaining 6,370 shares of Coast 
Counties 4% preferred stock presently outstanding and the remaining 5,346 shares of 
Coast Counties 4.8% preferred stock currently outstanding. 
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operating exempt holding company’ and thereafter merged such corporation 
with itself remaining as the surviving corporation and the resultant owner, 
among other things, of the outstanding shares of Coast Counties common stock 
all of which were previously held by Pacific. In an order dated Feburary 24, 
1954, the Securities and Exchange Commission approved the acquisition by Appli- 
cant of all of the capital stock of Pacific and Coast Counties and granted, 
pursuant to Sections 3 (a) (1) and 3 (a) (2) of the Public Utility Holding 
Company Act of 1935, a request of the Applicant “for exemption of itself as a 
holding company, and its subsidiaries as such, * * * effective forthwith upon 
the acquisition by [Applicant] of 10 per centum or more of the outstanding 
voting securities of [Pacific]”. 

Written notice of the application has been given to the Public Utilities Commis- 
sion of California and to the Governor of that State. Notice was also pub- 
lished in the Federal Register on July 9, 1954 (19 F. R. 4205), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before July 22, 1954. No protest 
or petition or request to be heard in opposition to the granting of such application 
has been received. 

By order dated August 10, 1954, the Public Utilities Commission of California 
authorized the proposed merger or consolidation of Applicant’s facilities with 
those of Coast Counties. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of 
Section 203 of the Federal Power Act subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s opinion and 
order issued June 17, 1954, In the Matter of Pacific Gas and Electric Company, 
Docket No. E-6482. 

(2) By the proposed transaction Applicant will merge or consolidate its 
facilities subject to the jurisdiction of the Commission with those of Coast 
Counties, another person, within the meaning and subject to the requirements 
of Section 203 of the Federal Power Act. 

(3) No application pursuant to Section 203 of the Act with respect to the 
proposed merger or consolidation need be filed by Coast Counties. 

(4) The proposed merger or consolidation of facilities by Applicant will be 
consistent with the public interest as expressed in the Act. 

(5) The foregoing described transaction is exempt from the requirements of 
SEC approval under Public Utility Holding Company Act of 1935 and is there- 
fore not exempt from the requirements of Section 203 of the Federal Power Act 
by virtue of Section 318 thereof. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed merger or consolidation by Applicant of the facilities of 
Coast Counties, described above, be and the same hereby is authorized and 
approved upon the terms and conditions as set forth in the application subject 
to the provisions of this order. 

(B) Applicant shall record the electric facilities and properties of Coast 
Counties described above, as provided in the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licenses. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 


2 Pacific Public Service Company owned only securities of operating companies carrying 
on the businesses of the production and transportation of natural gas, and the furnishing 
of natural gas, electric and water service to the general public and physical property 
consisting of office furniture and fixtures. 
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(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

Commissioners Draper and Smith not participating. 


Order approving maintenance of permanent connection for emergency use only 


Texas Power & Light Co., Texas Electric Service Co., Dallas Power & Light Co., 
Southwestern Electric Service Co. 


Docket No. E-6569 


August 26, 1954 


By application filed July 19, 1954, pursuant to Section 202 (d) of the Federal 
Power Act, Texas Power & Light Company (Texas Power), Texas Electric Serv- 
ice Company (Texas Electric), Dallas Power & Light Company (Dallas) and 
Southwestern Electric Service Company (Southwestern Electric), herein re 
ferred to collectively as Applicants, requested an order of the Commission 
authorizing the maintenance by Applicants of certain permanent interconnec- 
tions for emergency use only without Applicants, on account of the maintenance 
and use of such interconnections, becoming subject to the jurisdiction of this 
Commission. 

The systems of Texas Power, Texas Electric and Dallas are interconnected, 
forming the North Texas Interconnected System. Southwestern Electric is in- 
terconnected with Texas Power and relies upon that company for a portion of 
its power supply. 

The connections which Applicants propose to maintain and use for emergen- 
cies only are as follows: 

Texas Power with: Southwestern Gas & Electric Company near Overton and 
Mineola, Texas; Southwestern Power Administration at the Payne Substation 
near Denison, Texas. 

Texas Electric with: Southwestern Public Service Company near Denver City, 
Texas. 

It appears from the application the proposed connections will assist in allevi- 
ating future emergencies which may arise on the systems of the Applicants or 
of the connecting companies. The energy transferred through the proposed con- 
nections will be used to maintain service by the Applicants or connecting com- 
panies during any such emergencies as failure in generating or transmitting 
facilities by breakdown, weather conditions, Acts of God, or other unforeseen 
occurrences not reasonably within the power of the utility affected to prevent 
resulting in the cutting off or curtailment of electric service or rendering Ap- 
plicants or connecting companies unable to provide adequate service to custom- 
ers. The Applicants appear from their reports made to the Commission to have 
sufficient reserve capacity on their own interconnected systems and the applica- 
tion does not propose the use of the interconnections to meet any deficiencies in 
reserve capacity on connecting systems. 
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The Commission finds: 

(1) Applicants own and operate facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce and 
may be public utilities within the meaning of Section 201 of the Act. 

(2) The proposed interconnections, as hereinafter authorized, will be perma- 
nent connections for emergency use only within the meaning of Section 202 (d) 
of the Act. 

(3) Maintenance and use of such interconnections may involve the transmis- 
sion and sale at wholesale of electric energy in interstate commerce within the 
meaning of Section 201 of the Act. 

(4) The maintenance and use of the interconnections, as hereinafter author- 
ized, will serve the emergency needs of Applicants and be desirable in the public 
interest as expressed in the Act. 

The Commission orders: 

(A) The maintenance of the aforesaid permanent connections for emergency 
use only, as the term “emergency” is defined in Section 32.20 of the Commission's 
General Rules and Regulations, is hereby approved and shall not affect the 
status of Applicants under the Act. 

(B) The aforesaid connections shall be maintained with connecting switches 
open at all times except during emergencies and every closing of the switches 
shall be deemed a use of the connections. 

(C) Applicants shall report each use of the connections to the Commission 
in accordance with Section 32.23 of the Commission’s Regulations under the Act. 

Commissioners Draper and Smith not participating. 


Order authorizing issuance of common stock 
Pacific Power & Light Co. 
Docket No. E-6573 


August 26, 1954 


Pacific Power & Light Company (Applicant), incorporated under the laws of 
the State of Maine, and qualified to do business as a foreign corporation in the 
States of Idaho, Montana, Oregon, Washington and Wyoming, with its principal 
business office in Portland, Oregon, by application filed July 30, 1954, as amended 
August 12, 1954, requested authorization, pursuant to the provisions of Section 
204 of the Federal Power Act, for the issuance of up to a maximum of 32,047 
shares of common stock (par value $6.50 per share). 

The proposed issuance of common stock will be pursuant to the terms of an 
Employees’ Stock Purchase Plan whereby employees of the Applicant may sub- 
scribe for shares of its common stock at a per share price of 95% of the average 
of the weekly bid prices publicly quoted for the Applicant’s common stock by 
Portland, Oregon, members of the National Association of Securities Dealers for 
the calendar month preceding the month in which subscription applications are 
accepted. This plan provides that the total number of shares which may be 
offered in any twelve-month period shall be limited to that number which, when 
multiplied by the offering price per share, will result in an aggregate offering 
price of not more than $300,000. Subscription applications must be for a mini- 
mum of 10 shares of Applicant’s common stock and be accompanied by an ini- 
tial payment of $1 for each share subscribed for together with a payroll deduc- 
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tion authorization covering the balance of the subscription price to be paid. The 
plan further provides for the allotment of the shares to be offered in:case of over 
subscription with the limitation that not more than 200 shares will be allotted 
to any one employee in any one calendar year. 

The plan contemplated the issuance of not to exceed 45,000 shares. Pur- 
suant to authorization heretofore granted by this Commission’s order issued 
May 7, 1953, Docket No. E-6490, 12,953 shares have been issued. The present 
application seeks authority to issue the remaining shares. The proposed issu- 
ance of not to exceed in aggregate price of $300,000 per year, if limited to three 
years as contemplated in the application and as is hereinafter provided in this 
order will be within the scope of the exemption of Section 34.la (a) (8) of 
the Commission’s Rules from the requirement of competitive bidding. 

The application states that no underwriting fees or commissions will be paid 
in connection with the proposed issuance of common stock. 

Applicant proposes to use the proceeds from the proposed issuance and sale 
of common stock to construct, improve and extend its electric facilities. 

Written notice of the application has been given to the Public Utilities Com- 
missioner of Oregon, the Board of Railroad Commissioners of Montana, the 
Public Utilities Commission of Idaho, the Public Service Commission of Wash- 
ington and to the Public Service Commission of Wyoming and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on August 5, 1954 (19 FR 4912), stating that any person desiring to 
be heard or to make any protest with reference to the application should file 
a petition or protest on or before August 19, 1954. No protest or petition 
or request to be heard in opposition to the granting of such application has been 
received. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of 
the State of Maine. It owns and operates facilities, among others, for (1) the 
transmission and sale at wholesale of electric energy which is transmitted 
between the States of Oregon and Washington and consumed outside of the 
State where generated, and (2) for the transmission of electric energy which is 
transmitted between the States of Wyoming and Montana and consumed outside 
of the State where generated, all of which facilities are in addition to and do 
not include facilities used for the generation of electric energy, facilities used 
in local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed wholly 
by the transmitter and Applicant is, therefore, a public utility within the 
meaning of that term as used in Section 204 of the Federal Power Act. 

(2) The proposed issuance and sale of up to a maximum of 32,047 shares of 
common stock (par value $6.50 per share), pursuant to the provisions of the 
aforesaid Stock Purchase Plan will constitute an issuance of securities within 
the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Act and the proposed issuance of common stock is, 


therefore, not exempt by virtue of that Section from the requirements of Section 
204 of the Act. 


(4) The proposed issuance and sale of securities as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility, and 


which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 
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(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application be 
and the same are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction authorized is con- 
summated within thirty-six months from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission, or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioners Draper and Smith not participating. 


Declaration of exemption and ordcr dismissing applications 
Pacific Gas and Electric Co. 
Docket Nos. G—1793, G-1794, G—2022, and G—2489 
August 27, 1954 


Pacific Gas & Electric Company (Applicant) filed an application on July 15, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is a corporation engaged, inter alia, in the transmission, sale 
and distribution of natural gas in the State of California. 

(2) Applicant purchases out-of-state natural gas from El Paso Natural Gas 
Company at the California-Arizona boundary. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within California and all of Applicant’s facilities are located within the State 
of California. 

(4) The Public Utilities Commission of California has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

(5) Applicant has on file with the Federal Power Commission an application 
in Docket No. G—1793, filed on September 17, 1951, for authority to transport 
natural gas purchased from El Paso Natural Gas Company through its trans- 
mission system; an application in Docket No. G—1794, filed on September 17, 
1951, for an assignment of service area pursuant to the provisions of Section 7 (f) 
of the Natural Gas Act; and an application in Docket No. G—2022, filed on August 
4, 1952, to construct and operate 14.5 miles of line looping its main transmission 
system. 

The Commission finds: 


(1) Good cause exists to dismiss the applications in Docket Nos. G—1793, 
G-1794, and G—2022, on the ground that the Commission no longer has jurisdiction 
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over the operations and facilities described or proposed in such applications in 
view of the provisions of Section 1 (c) of the Natural Gas Act and of the filing 
by Applicant of its application for exemption in Docket No. G-2489. 

(2) Pacific Gas & Electric Company is exempt from the provisions of the 


Natural Gas Act and the orders, rules, and regulations of this Commission issued 
pursuant thereto. 


The Commission orders: 

The applications filed on September 17, 1951, in Docket Nos. G-—1793 and 
G-—1794, and on August 4, 1952, in Docket No. G—2022, by Pacific Gas & Electric 
Company, be and the same hereby are dismissed. 

Commissioners Draper and Smith not participating. 


Declaration of exemption and order dismissing applications 
Coast Counties Gas and Electric Co. 
Docket Nos. G—1851, G—-1863, and G—2494 


August 27, 1954 


Coast Counties Gas and Electric Company, Applicant, filed application on 
July 20, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a California corporation engaged in the business of trans- 
portation and distribution of natural gas in the State of California. 

(2) Applicant purchases from and exchanges gas with its parent, Pacific Gas 
and Electric Company, at points within the State of California, a part of said 
gas is purchased by the latter company from El Paso Natural Gas Company at 
the California-Arizona State line. 

(3) All of the gas so received by Applicant is ultimately consumed within 
the State of California and all of Applicant’s facilities are located within the 
State of California. 

(4) The Public Utilities Commission of California has certified to this Com- 
mission that it has and is exercising regulatory jurisdiction over the rates, 
service, and facilities of Applicant. 

(5) Applicant has presently on file with the Commission an application in 
Docket No. G-—1851, filed December 11, 1951, for a certificate authorizing it to 
transport natural gas received from out-of-state sources through its Soap Lake 
Line; said line being located entirely within the State of California and all of 
the gas transported through such line being ultimately consumed within the 
State of California. 

(6) Applicant has on file with the Commission an application in Docket No. 
G-—1863, filed December 26, 1951, for a certificate authorizing it to receive natural 
gas from out-of-state sources into its system from the Stanpac Line. 

The Commission finds: 

(1) Good cause exists to dismiss the applications in Docket Nos. G—-1851 and 
G-1863, on the ground that the Commission no longer has jurisdiction over the 
operations described in such applications in view of the provisions of Section 
1 (c) of the Natural Gas Act, and the application filed in Docket No. G-2494. 

(2) Coast Counties Gas and Electric Company is exempt from the provisions 
of the Natural Gas Act and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 
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The Commission orders: 

The applications filed on December 11, 1951, in Docket No. G—1851, and on 
December 26, 1951, in Docket No. G—1863, by Coast Counties Gas and Electric 
Company, be and the same hereby are dismissed. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity and 
permitting and approving abandonment 


Northern Natural Gas Co. 
Docket No. G—1994 


August 27, 1954 


Northern Natural Gas Company (Northern Natural), a Delaware corporation 
with its principal place of business at Omaha, Nebraska, filed on July 7, 1952, 
pursuant to Section 7 of the Natural Gas Act, an application for a certificate of 
public convenience and necessity authorizing the construction and maintenance 
of approximately 4 miles of 16-inch pipeline to serve as an emergency intercon- 
nection of its transmission facilities with those of Natural Gas Pipeline Company 
of America (Natural), all located in Mills County, Iowa, and permission to 
abandon the presently authorized 1.3 miles of 12-inch pipeline serving as an 
emergency interconnection between the systems as described in said application 
on file with the Commission and open to public inspection. 

Natural, on July 21, 1954, filed a petition to intervene in the above proceeding 
for the purpose of joining in Northern Natural’s application. Permission to 
intervene was granted by Commission order issued July 26, 1954. Pursuant to 
due notice, a public hearing was held in Washington, D. C., on August 3, 1954, 
respecting the matters involved and the issues presented. At the conclusion of 
the hearing, all parties, with the concurrence of Staff Counsel, moved for the 
omission of the intermediate decision procedure. 

The record shows that the facilities, authorization for which is herein re- 
quested, were constructed pursuant to Section 157.22 of the Commission’s Gen- 
eral Rules and Regulations. Northern Natural proposes by its application to 
make the interconnection, made on a temporary basis, a permanent one. The 
facilities were installed during the emergency flood conditions on the Missouri 
River when the authorized emergency facilities were found to be inadequate 
because they were under water. 

The replacement facilities are capable of transporting 385,000 Mcf per day 
during emergency periods. Mr. Willis A. Straus, witness for Northern Natural, 
stated on the record that the actual cost of construction was $305,749, that the 
cost of removal of the inadequate facilities is estimated to be $2,100, and that 
the salvage value will be approximately $5,800. 

Northern Natural and Natural have entered into a letter agreement respecting 
the interconnection which sets forth the terms and conditions of the exchange 
deliveries. Natural need install no facilities ot accomplish the interconnection. 

The Commission finds: 

(1) Northern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in Omaha, Nebraska, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued April 12, 1943, in Docket No. G—-280, 3 F. P. C. 967. 

(2) Natural Gas Pipeline Company of America, a Delaware corporation with 
its principal place of business in Chicago, Illinois, is a “natural-gas company” 
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within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued October 17, 1942, in Docket No. G—235, 3 F. P. C. 830. 

(3) The facilities hereinbefore described, as more fully described in the appli- 
cation, are proposed to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the operation 
thereof by Applicants is subject to the requirements of subsections (b), (c), and 
(e) of Section 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The operation of the replacement emergency interconnection facilities by 
Applicants is required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Present and future public convenience and necessity permit the abondon- 
ment of the presently authorized emergency interconnection facilities described 
in the application. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1) and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certi- 
ficate hereinafter issued, and to the exercise of the rights granted thereunder. 

(8) All counsel having concurred in the waiver of the intermediate decision 
procedure, pursuant to Section 1.30 (d) (5) of the Commission’s Rules of Practice 
and Procedure, the Commission should forthwith render the final decision in 
this proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Northern Natural Gas Company and Natural Gas Pipeline Company 
of America to operate emergency interconnection facilities hereinbefore de- 
scribed, all as more fully described in the application, for the emergency exchange 
of gas as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) Permission and approval for the abandonment and removal of the pres- 
ently authorized emergency interconnection facilities described in the application 
be and is hereby granted. 

(C) The certificate granted in paragraph (A) hereof shall be accepted in 
writing, and under oath, by responsible officials of Applicants, and the general 
terms and conditions set forth in paragraphs (1) and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of this certificate, and to the exercise of the rights granted thereunder. 

(D) The certificate granted in paragraph (A) hereof shall be void unless 
there is submitted by Applicants within 30 days from the date of issuance of 
this order a tariff filing to effectuate the proposed emergency service. 

Commissioners Draper and Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Natural Gas Pipeline Company of America 
Docket No. G—2282 


August 27, 1954 


Natural Gas Pipeline Company of America (Applicant) filed, on July 26, 1954, 
a motion to modify an order of the Commission, issued April 1, 1954, 13 F. P. C. 
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934, granting it a certificate of public convenience and necessity in this pro 
ceeding. Applicant requests that said order be amended without further hearing 
to authorize the construction and operation of supercharging equipment on each 
of the five compressor units now installed and operating in its Compressor Sta- 
tion No. 101, in lieu of authorizing construction and operation of one additional 
1,250 H. P. unit at said compressor station as provided in said order. 

Applicant states that tests made in conjunction with engine manufacturers, 
to ascertain the performance and capabilities of its present units when super- 
charged, indicate that each unit now rated at 1,250 H. P. can be supercharged to 
deliver up to 1,800 indicated horsepower. In the aggregate, a total of 1,600 
additional horsepower could be delivered from the existing units as compared 
to the 1,250 H. P. authorized. The total estimated cost of the sixth previously 
authorized unit is $665,000. The cost of supercharging the existing units in the 
manner proposed is estimated to be $510,000. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying out 
the provisions of the Natural Gas Act to amend, as hereinafter ordered, the order 
of the Commission issued in this proceeding on April 1, 1954. 

The Commission orders: 

(A) The order of the Commission issued April 1, 1954, granting a certificate 
of public convenience and necessity in the above-entitled proceeding, be and the 
same is hereby amended to authorize the supercharging and operation of the 
five existing 1,250 H. P. compressor engine units, in lieu of installing an addi- 
tional 1,250 H. P. unit previously authorized, all as hereinbefore described. 

(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate shall remain in full force and 
effect. 

Commissioners Draper and Smith not participating. 


Declaration of eremption and order dismissing application 
Arizona Public Service Co. 
Docket Nos. G—2296 and G—2492 


August 27, 1954 


Arizona Public Service Company (Applicant) filed application on July 19, 1954, 
for exemption from the provisions of the Natural Gas Act pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is an Arizona corporation engaged in the transportation and 
distribution of natural gas in the State of Arizona. 

(2) Applicant purchases out-of-state natural gas from El Paso Natural Gas 
Company at various points on the latter’s transmission lines located within the 
State of Arizona, and transports and distributes such gas within the State of 
Arizona. 

(3) All the gas so received by Applicant is ultimately consumed within the 
State of Arizona and all of Applicant’s facilities are located within the State of 
Arizona. 

(4) The Arizona Corporation Commission has filed with the Federal Power 
Commission a certification that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Applicant. 
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(5) Applicant has on file an application in Docket No. G—2296, filed October 27, 
1953, wherein it requests a disclaimer of this Commission’s jurisdiction over 
certain of its operations as therein described or, in the alternative, a certificate 
of public convenience and necessity authorizing the operation of approximately 
10 miles of 4-inch pipeline, serving the towns of Buckeye and Liberty, Arizona, 
said 10 miles of pipe line being located entirely within the State of Arizona. 

The Commission finds: 

(1) Good cause exists to dismiss the application filed by Applicant on Oc- 
tober 27, 1953, in Docket No. G—2296, on the ground that the issue with respect 
to this Commission’s jurisdiction over the operations therein described has be- 
come moot in view of the provisions of Section 1 (c) of the Natural Gas Act, 
and the application filed in Docket No. G-2492. 

(2) Arizona Public Service Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules, and regulations of this Commission issued 
pursuant thereto. 

The Commission orders: 

The application filed by Arizona Public Service Company on October 27, 1953, 
in Docket No. G—2296 be and the same hereby is dismissed. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 


Northern Natural Gas Co. 
Docket No. G—2460 
August 27, 1954 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Omaha, Nebraska, filed, on June 16, 1954, an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, requesting authorization for the construction 
and operation of temporary facilities, consisting of about 144 miles of 65-inch 
pipeline and a portable 550-horsepower compressor with necessary facilities, to 
enable it to inject natural gas into a potential gas storage area in the vicinity 
of Redfield, Iowa, as described in said application on file with the Commission 
and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 17, 1954, respecting the matters involved in and the issues presented 
by the application. No protest to said application has been received. 

The record shows that Applicant has actively sought a suitable location for 
underground storage operations. A preliminary test, made upon the advice 
of the Director of the Iowa Geologic Survey, indicates that the Mt. Simon 
formation near Redfield, Iowa, may prove suitable for use as a gas storage 
reservoir. 

The operations for which the proposed facilities are to be used consist of 
the injection of a maximum of 8 billion cubic feet of natural gas into the water- 
filled Mt. Simon formation during the testing operation. 

The proposed testing operation will not interfere with normal operation of 
Applicant’s system and, in the event Applicant is successful in developing its 
underground storage project, it appears that its customers may materially 
benefit by obtaining additional supplies to meet peak-day demands. 
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The estimated cost of the proposed temporary testing facilities is $132,000, 
of which $92,000 is stated to be salvageable, leaving an out-of-pocket cost of 
$40,000. Applicant will finance the proposed project out of funds on hand. 
Applicant states that, in the event the Redfield structure proves suitable for 
storage use by the testing operation now proposed, it will seek authorization to 
construct and operate permanent facilities. 

The Commission finds: 

(1) Northern Natural Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued April 14, 1943 in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to properly do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities for the purpose 
requested are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order shall be completed and in 
actual operation should be fixed at 90 days from the date on which this order 
issues. 

(6) Applicant should be required, as an additional condition to certification 
of the proposed facilities for testing purposes, to submit monthly reports con- 
taining the following information on the proposed testing operations: 

(a) Logs of all types of all wells drilled. 

(b) Pressure and temperature surveys. 

(c) Revised structural maps as may be indicated by wells subsequently drilled. 

(d) Core analyses. 

(e) Status of contractual control for storage purposes. 

(f) Status of permits required by State agencies having jurisdiction. 

(g) Volumes of gas injected and withdrawn, together with pertinent pressures 
of all active and observation wells. 

(h) Back pressure data and curves. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of Section 1.32 (b) (18 CFR 1.32 (b)) of 
the Commission’s Rules of Practice and Procedure having been satisfied, suffi- 
cient cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Northern Natural Gas Company to construct and 
operate temporary facilities consisting of 1% miles of 6%-inch O. D. pipeline 
and a portable 550-horsepower compressor, together with related facilities, all 
as more fully described in its application in this proceeding, subject to the juris- 
diction of the Commission, to enable it to inject up to 3 billion cubie feet of 
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natural gas into a potential gas storage area in the vicinity of Redfield, Iowa, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) As an additional condition to the issuance of the certificate granted by 
paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
Applicant shall submit monthly reports, as set forth in finding (6), beginning 30 
days after the bona fide beginning of construction of the facilities herein author- 
ized and each month thereafter during and including the time of construction 
and operation of said temporary facilities. 

(D) The time within which the facilities hereby authorized shall be constructed 
and placed into operation, as provided by paragraph (2) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure, is hereby fixed at 90 days from 
the date on which this order issues. 

Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2467 


August 27, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on June 25, 1954, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of a tap on Applicant’s San Juan line in Mohave County, Arizona, for 
the transportation and sale of natural gas subject to the jurisdiction of the Com- 
mission, as described in the application on file with the Commission, and open to 
public inspection. 

The proposed facilities will enable Applicant to sell and deliver 75 Mcf of 
natural gas per day to Southern Union Gas Company as requested, for resale at 
the Ford Motor Company Testing Grounds near Kingman, Arizona. Applicant 
will finance the proposed construction out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
August 23, 1954, respecting the matters involved and the issues presented by the 
application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its princi- 
pal place of business at El Paso, Texas, is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its January 11, 1944 order in Docket No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
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system, and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.82 (b)) of the Commission’s Rules of Practice and Procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, for the transportation and sale for resale of up to 75 Mcf per day 
of natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the General terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragparh (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 2 
months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the propsed service 
initially under Applicant’s presently effective Rate Schedule B—1 as proposed, or 
any effective superseding Rate Schedule. 

Commissioners Draper and Smith not participating. 


Declaration of exemption 
Brockton Taunton Gas Co. 
Docket No. G—2484 


August 27, 1954 


Brockton Taunton Gas Company (Applicant) filed, on July 12, 1954, an appli- 
cation for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the business, inter alia, of trans- 
porting, selling, and distributing natural gas in the State of Massachusetts. 

(2) Applicant purchases out-of-state natural gas from Algonquin Gas Trans- 
mission Company in the vicinity of Taunton, Massachusetts, transports such 
gas approximately 800 feet into the Taunton division of its distribution system, 
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distributes a portion of such gas in Taunton, and sells the balance for resale to 
the Town of Middlesborough. 

(3) All natural gas received by Applicant is ultimately consumed within 
Masachusetts and all of Applicant’s facilities are located within the State of 
Massachusetts. 

(4) The Department of Public Utilities of Massachusetts has filed with the 
Federal Power Commission certification that it has and is exercising regulatory 
jurisdiction over the rates, service, and facilties of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Brockton Taunton Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 

Commissioners Draper and Smith not participating. 


Declaration of eremption 
Roanoke Pipe Line Co. 
Docket No. G—2485 


August 27,1954 


Roanoke Pipe Line Company (Applicant) filed an application on July 12, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the transportation and sale of 
natural gas in Virginia. 

(2) Applicant purchases out-of-state natural gas from Atlantic Seaboard 
Corporation at a point within Virginia. 

(3) All the natural gas so received by Applicant is ultimately distributed by 
applicant in Virginia and all of Applicant’s facilities are located in Virginia. 

(4) The State Corporation Commission of Virgina has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Roanoke Pipe Line Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 

Commissioners Draper and Smith not participating. 


Declaration of exemption 
Public Service Electric and Gas Co. 
Docket No. G—2490 


August 27, 1954 


Public Service Electric and Gas Company (Applicant) filed application on 
July 16, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and the 
files of this Commission it appears that: 

(1) Public Service Electric and Gas Company is a New Jersey corporation 
engaged in the transportation of natural gas and the distribution of mixed 
gas of which natural gas forms a component in the State of New Jersey. 

(2) Applicant purchases out-of-state natural gas from Texas Eastern Trans- 
mission Corporation and Transcontinental Gas Pipe Line Corporation at various 
points within the State of New Jersey. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within New Jersey as mixed gas and all of Applicant’s facilities are located 
within the State of New Jersey. 

(4) The Board of Public Utility Commissioners for the State of New Jersey 
has certified to the Federal Power Commission that it has and is exercising 
regulatory jurisdiction over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Public Service Electric and Gas Company is exempt from the provisions of 
the Natural Gas Act and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Commissioners Draper and Smith not participating. 


Declaration of eremption 
Gas Lateral Co. 
Docket No. G—2496 
August 27, 1954 


Gas Lateral Company (Applicant) filed, on July 21, 1954, an application for 
exemption from the provisions of the Natural Gas Act pursuant to Section 1 (c) 
thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the business of transporting and 
selling natural gas in the State of Illinois. 

(2) Applicant purchases out-of-state natural gas from Texas-Illinois Natural 
Gas Pipe Line Company at two points within the State of Illinois and transports 
such gas through its lines to points of connection with distribution facilities of 
Illinois Power Company. 

(3) All natural gas received by Applicant is ultimately consumed within I- 
linois and all of Applicant’s facilities are located within the State of Illinois. 

(4) The Illinois Commerce Commission has filed with the Federal Power 
Commission certification that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Gas Lateral Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules, and regulations of this Commission issued pursuant 
thereto. 
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Declaration of exemption 


Republic Light, Heat and Power Co., Inc. 


Docket No. G—2515 


August 27, 1954 


Republic Light, Heat & Power Company (Applicant) filed an application on 
August 2, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appear that: 

(1) Applicant is a corporation engaged in the transmission and distribution, 
inter alia, of natural gas in the State of New York. 

(2) Applicant purchases out-of-state natural gas from various suppliers at 
points within the State of New York 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within New York and all of Applicant’s facilities are located within the State 
of New York 

(4) The Public Service Commission of New York has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Republic Light, Heat & Power Company is exempt from the provisions of 
the Natural Gas Act and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Commissioners Draper and Smith not participating. 


Order issuing preliminary permit 
Harvey Aluminum, Inc. 
Project No. 2138 


August 27, 1954 


Application was filed July 20, 1953, by Harvey Aluminum, Inc., a California 
corporation, of Torrence, California, for a preliminary permit under the Federal 
Power Act (hereinafter referred to as the Act) for proposed Project No. 2138 
to be located on Copper River, a navigable water of the United States, in the 
Territory of Alaska, approximately 85 miles above the mouth and affecting 
land of the United States, in the Third Judicial Division of the Territory. 

As described in the application, the proposed project would consist of a 
concrete dam about 560 feet above the river bed, a reservoir extending about 
51 miles up the Copper River and about 55 miles up Chitina River, having a 
eapacity of about 14,000,000 acre-feet of usable storage, a power house with 
an ultimate installation of 1,475,000 horsepower, transmission lines and ap- 
purtenant facilities. 

The permit issued herein does not authorize construction of the proposed 
project, being for the sole purpose of maintaining priority of application for 
a license for the project under the terms of the Act. 

The Department of the Army, Corps of Engineers, has, by letter dated October 
2, 1953, reported to the Commission that the proposed project fits into the 
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basin plan of development as envisioned by the Corps and will not adversely 
affect the interests of navigation or flood control. No objection to the issuance 
of the preliminary permit is made. 

An Assistant Secretary of the Interior, acting for the Secretary, has reported 
that no objection will be made to the granting of the permit if the conditions 
submitted in the report calling for cooperation by the permittee are complied 
with. 

The Governor of the Territory of Alaska has reported that he favors the 
issuance of a preliminary permit if studies are made that show the proposed 
project can be financed and that the fisheries industry can be protected not- 
withstanding the Board of Fisheries of the Territory of Alaska has protested 
the issuance of a preliminary permit. 

Applicant states that it is financially able to defray all expenses incident to 
the preliminary permit. 

Applicant further states that it has complied with the laws of the state in 
which it is organized and in the Territory of Alaska where it is qualified to 
engage in business. 

The gradient of the Copper River between its mouth and the site of the 
proposed dam is about 4.8 feet per mile and the average flow is about 36,600 
cubic feet per second or 26,500,000 acre-feet. The Copper River has been navi- 
gated from its mouth at the ocean to points along its course above the proposed 
dam site by small boats and light-draft steam boats which carried passengers 
and goods in commerce before the Copper River and Northern Railway was 
constructed from Cordova to Chitina and Kennicott. 

The Commission finds: 

(1) Applicant is a corporation organized under the laws of the State of 
California, and has qualified to do business in Alaska. 

(2) No application for license for the proposed project has been filed and 
no other application for a preliminary permit affecting the project proposed 
has been filed. 

(3) Public notice of the application has been given as required by the Federal 
Power Act and no petitions to intervene or formal protests to the application 
have been filed. 

(4) The project proposed would not affect any government dam, and no reason 
is apparent at this time for its development by the United States. 

(5) The project as proposed will affect lands of the United States. 

(6) The Copper River, located in the southwestern portion of Alaska, is a 
navigable water of the United States at least from the mouth to some point 
upstream from the damsite of the proposed project. 

(7) The Federal Power Act provides that preliminary permits shall not be 
transferable and may be canceled by this Commission upon failure of the per- 
mittee to comply with the conditions thereof or for other good cause shown. 

The Commission orders: 

(A) This preliminary permit is issued to Harvey Aluminum Inc. (hereinafter 
refered to as the Permittee), for a period of three years, effective as of August 
1, 1954, for the sole purpose of maintaining priority of application for a license 
for Project No. 2138 to be located in the Wood Canyon on the Copper River, 
Territory of Alaska, subject to the terms and conditions of the Act, which 
is hereby incorporated by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary 
Permit,” which terms and conditions (described as Articles 1 through 8) are 
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attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer 
in San Francisco, California, or to such other officer as the Commission may 
designate, accurate statements of the work accomplished during the period and 
of the work contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall, during the period of the permit, cooperate 
with the U. S. Fish and Wildlife Service and with territorial agencies concerned 
with fish conservation with the object of assuring full consideration of the 
problems concerning fish and wildlife resources; and further shall avail itself 
of the status and results of studies being conducted in the Columbia River Basin 
relative to anadromous fish protective facilities for high dams, with a view 
toward incorporation in construction plans of protective devices for the preser- 
vation of the salmon runs on the Copper River. 

(C) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) of 
the Act, and failure to file such an application shall constitute acceptance of 
this preliminary permit. In acknowledgment of the acceptance of this prelim- 
inary permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioners Draper and Smith not participating. 


Order approving transfer of license (major) 
John A. Zehntbauer and Leonard Lundgren 
Project No. 1097 
August 30, 1945 





A joint application for transfer of license was filed on July 26, 1954, by John 
A. Zehntbauer of Jantzen Center, Portland, Oregon, licensee for Project No. 1097, 
and Leonard Lundgren, of Camp Sherman, Oregon (transferee) for approval 
of the transfer of the license for the project from the former to the latter. 

The project above described affects land of the United States within the 
Deschutes National Forest, located in Jefferson County, Oregon. A license there- 
for was issued effective as of January 1, 1932, to the said John A. Zehntbauer 
for a period of 20 years, and a new license was issued by the Commission for 
another 20 years effective as of January 1, 1952. 

The Commission finds: 

(1) The proposed transferee of the license is a citizen of the United States, 
and has submitted satisfactory evidence of compliance with the requirements of 
all applicable State laws insofar as necessary for the operation of the project. 

(2) Approval of transfer of the license as hereinafter provided will not be 
inconsistent with the public interest. 

(3) The licensee has paid annual charges under the license through Decem- 
ber 31, 1953. 

The Commission orders: 

(A) The transfer of the license for Project No. 1097 from John A. Zehntbauer 
to Leonard Lundgren is hereby approved, effective as of the date of transfer of 
the title to the project properties, subject to Section 9.3 of the Commission’s 
Regulations under the Federal Power Act, and subject to the further condition 
that the net investment in the project shall not be increased on account of the 
transfer. 
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(B) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance by Leonard 
Lundgren of the license for Project No. 1097. In acknowledgement of the ac- 
ceptance of the license, this instrument shall be signed by the new Licensee, and 
returned to the Commission within 60 days from the date of issuance of this 
order. 

Commissioners Draper and Smith not participating. 


Order approving revised projeot exhibits 
Niagara Mohawk Power Corp. 
Project No. 2047 


August 30,1954 


On July 29, 1954, Niagara Mohawk Power Corporation, licensee for major 
Project No. 2047, filed revised pages 1, 4 and 6 of Exhibit F, and Sheet No. 1A 
(FPC No. 2047-11), being a drawing, and revised page 2 of Exhibit “K”, being 
survey notes. 

Approval of Exhibit F by the Commission is not required. Sheet No. 1A of 
Exhibit “K” supersedes Sheet No. 1 (FPC No. 2047-2) of Exhibit “K”, now part 
of the license, and this drawing, together with the revised pages 
of Exhibit F, show that a certain parcel of land (No. 24, containing 0.75 acre), 
negotiations for the purchase of which were pending at the time the applica- 


tion for license was filed, has since been acquired by the licensee. Revised page 
2 of Exhibit “K” (Metes and Bounds Description of Project Boundary) corrects 
an error in the direction of a certain survey bearing. Inadvertently, none of the 
“survey notes” of Exhibit “K” was approved at the time the license was 
authorized. 


The Commission finds: 

Exhibit “K’”, Sheet No. 1A (FPC No. 2047-11) and Exhibit “K”—Metes and 
Bounds Description of Project Boundary and Tabulation of Areas—in 12 pages 
signed April 13, 1950, and revised page 2 thereof, conform to the Commission’s 
Rules and Regulations. 

The Commission orders: 

Exhibit “K”, Sheet No. 1A (FPC No. 2047-11) and the 12 pages of “survey 
notes” of Exhibit “K” described in the above finding, are hereby approved as 
part of the license for Project No. 2047, and Exhibit “K”, Sheet No. 1 (FPC No. 
2047-2) is hereby excluded from the license for the project. 

Commissioners Draper and Smith not participating. 


oe Order issuing preliminary permit 
The City of Seattle, Wash. 
Project No. 2144 
August 30,1954 


Application was filed October 30, 1953, by The City of Seattle, Washington, 
for preliminary permit under the Federal Power Act (hereinafter referred to 
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as the Act) for the proposed boundary hydroelectric development on the Pend 
Oreille River, in Pend Oreille County, Washington, designated as Project No. 
2144, affecting public lands and lands of the United States within the Kaniksu 
National Forest. 

The proposed project would consist of a concrete dam with crest length of 
about 500 feet, located about one mile from the International Boundary, form- 
ing a reservoir having a water surface elevation of 1,990 feet above mean sea 
level; a power plant operating under a gross head of about 270 feet located 
immediately downstream from the dam with provisions for an installed capacity 
of about 570,000 kilowatts ; and transmission facilities consisting initially of two 
230-kilovolt circuits connecting to the grid system of the Bonneville Power 
Administration in the area of Spokane. 

tnergy from the proposed project would be used by the Applicant to supply 
customers in its service area. 

The Chief of Engineers, Department of the Army, in reporting on the ap- 
plication states that the proposed boundary project would be located about at 
a site where the Corps of Engineers have proposed a project for future considera- 
tion after the important mines in the area have been worked out, and that 
inasmuch as the proposed boundary project would be a run-of-river power 
project, there is little likelihood that the interests of navigation would be affected. 

The Assistant Secretary of the Interior in reporting on the application recom- 
mends that issuance of a preliminary permit be deferred. However, if a permit 
is issued, he recommends that as a condition precedent to applying for license, 
the permittee be required to show conclusively that current and potential mining 
operations in the Metaline district would not be adversely affected, and also that 
the permittee be required to cooperate with the Washington Game Department, 
the United States Fish and Wildlife Service, the Park and Recreation Commis- 
sion, and with the National Park Service, concerning fish and recreational phases 
of the project. 

The Chief, Forest Service, acting for the Secretary of Agriculture, in reporting 
on the application, recommends that a preliminary permit be granted as herein- 
after provided. 

Pursuant to petitions therefor, Public Utility District No. 1 of Pend Oreille 
County, Washington, and Pend Oreille Mines and Metals Company of Spokane, 
Washington, were granted permission to intervene in this proceeding by Com- 
mission order issued February 5, 1954. An answer to the petitions to intervene 
was filed out-of-time by the applicant. 

The Commission, having considered the project record, including the petitions 
to intervene and the answer thereto, finds: 

(1) The applicant is a municipal corporation organized under the laws of the 
State of Washington. 

(2) Public notice of the application has been given as required under the 
Federal Power Act. No conflicting application is before the Commission. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

(4) The project as proposed will affect public lands and l@ifds of the United 
States within the Kaniksu National Forest. 

The Commission orders: 

(A) This preliminary permit is issued to the City of Seattle, Washington 
(hereinafter referred to as the Permittee), for a period of three years, effective 
as of August 1, 1954, for the sole purpose of maintaining priority of application 
for a license for Project No. 2144 to be located on the Pend Oreille River, Wash- 
ington, subject to the terms and conditions of the Act which is incorporated by 
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reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303 entitled “Terms and Conditions of Preliminary Permit,” 
which terms and conditions (described as Article 1 through 8) are attached 
hereto and made a part hereof, and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from August 1, 1954 to the Commission’s Regional Engineer in San Francisco, 
California, or to such other officer as the Commission may designate accurate 
statements of the work accomplished during the period and of the work con- 
templated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall cooperate with the Washington Department 
of Game and the United States Fish and Wildlife Service in project planning 
in the interests of fish and wildlife preservation. 

Article 11. The Permittee shall cooperate with the Washington State Park 
and Recreation Commission and the National Park Service in planning such 
recreational benefits as the project may provide. 

Article 12. The Permittee shall make such special engineering and geologic 
investigations as necessary to determine the damage to mining facilities and 
potential mineral resources in the vicinity of the project area which might re- 
sult from the construction of the project and if damage is apparent, prepare 
plans and estimate of cost for remedial measures for protection of the mine 
facilities and resources. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 


Act, and failure to file such an application shall constitute acceptance of this pre- 
liminary permit. In acknowledgement of the acceptance of this permit, it shall 
be signed for the Permittee and returned to the Commission within 60 days 
from the date of issuance of this order. 

Commissioners Draper and Smith not participating. 


Order granting rehearing and stay 


Amendment to Part 11 of Subchapter B of the Regulations Relating to Annual 
Charges Prescribed for Licensees under the Provisions of the Federal Power 
Act 

Docket No. R-129 


August 30, 1954 


Pursuant to Public Law 278, approved August 15, 1953 (67 Stat. 587), the 
Commission by its Order No. 172 issued April 28, 1954, 13 F. P. C. 986, amended 
Part 11 of Subchapter B of its Regulations under the Federal Power Act (18 
CFR, Part 11). by the addition of Section 11.28 thereunder so as to entitled a 
state or municipal licensee to a reduction in the amount of the annual charges 
fixed under a license heretofore or hereafter issued for a major project to the 
extent of thirty percent of the net amount of the charges assessed for the pur- 
pose of reimbursing the United States for the cost of administration of Part I 
of the Federal Power Act as reduced by any exemption that may be granted 
pursuant to Section 10 (e) of the Act. The amendment was made retroactively 
effective from and after January 1, 1954. 
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In response to public notice of the proposed rule making, protests, sugges- 
tions, and requests for oral argument were submitted by interested persons re- 
specting the proposed amendment, and oral argument thereon was heard before 
the entire Commission on March 30, 1954 pursuant to its order fixing same issued 
February 12, 1954. Argument was made by counsel for South Carolina Public 
Service Authority and for American Public Power Association, and, of course, 
by Commission Staff Counsel. 

On May 19, 1954, South Carolina Public Service Authority filed a timely appli- 
cation for rehearing on the Commission’s Order No. 172, praying that the said 
order be vacated and set aside, or if not, that it be modified in accordance with 
the specifications of error set forth in the application for rehearing, the recital 
of which in this order would serve no useful purpose. 

Through inadvertence the application for rehearing has not previously been 
presented by the staff to us for consideration, and pursuant to the provisions of 
Section 313 of the Federal Power Act, South Carolina Public Service Authority, 
on August 14, 1954, filed a petition with the United States Court of Appeals for 
the Fourth Circuit for review of the Commission’s Order No. 172 (8S. 0. Pub. 
Ser. Auth. v. FPC, No. 6879). 

In its application for rehearing, the Authority complained that, among other 
things, the Commission should have made available to it such cost studies and 
other data upon which the Commission based its decision to grant a 30 percent 
reduction and that the Authority was deprived of its right of cross-examina- 
tion with respect to such data. 

Under these circumstances the Staff has recommended that we set the matter 
down for hearing, and we think that this should be done. 

The Commission finds: 

(1) The South Carolina Public Service Authority should be given an oppor- 
tunity to present evidence in support of its application for rehearing and the 
staff should be given an opportunity to present such evidence as may be appro- 
priate. 

(2) The said order should be stayed as hereinafter provided. 

The Commission orders: 

(A) The petition for rehearing on the Commission’s Order No. 172 issued 
April 28, 1954 is hereby granted and the rehearing shall be fixed at such time as 
may later be found convenient. 

(B) Order No. 172 is hereby stayed until further order of the Commission. 

Commissioners Smith and Draper not participating. 


Order authorizing issuance of first mortgage bonds 
Montana-Dakota Utilities Co. 
Docket No. E-6572 


September 1, 1954 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware, and qualified to do business as a foreign corporation in 
the States of Minnesota, Montana, North Dakota, South Dakota, and Wyoming, 
with its principal business office in Minneapolis, Minnesota, filed an application 
on July 27, 1954, as amended August 16, 25, 26 and 30, 1954, requesting authoriza- 
tion, pursuant to Section 204 of the Federal Power Act, for the issuance of 
$5,000,000, principal amount, of first mortgage bonds, series due 1979, and 
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$7,000,000, principal amount, of first mortgage sinking fund bonds due 1975, with 
a fixed sinking fund of $350,000 on March 1 in each of the years 1956-1974 
inclusive. 

Applicant proposes to issue the bonds under its Indenture of Mortgage dated 
as of May 1, 1939, to the New York Trust Company and A. C. Downing, trustees 
(Henry J. Gertcher, Jr., successor individual trustee), as heretofore supple- 
mented, and as to be further supplemented by an Eighteenth Supplemental In- 
denture to be dated as of September 1, 1954. 

Applicant proposes on or about September 1, 1954, to invite bids for the pur- 
chase of the proposed bond issues by newspaper publication and through distribu- 
tion of a form of bid together with a statement of terms and conditions relating 
to the bids. 

Every bid, whether from a single bidder or group of bidders, must be for the 
purchase of (a) all of the 1979 series first mortgage bonds, (b) all of the first 
mortgage sinking fund bonds, or (c) all of the 1979 series first mortgage bonds 
and all of the first mortgage sinking fund bonds. Bidders may not condition any 
bid upon the Applicant’s acceptance of any other bid. Every bid must be ac- 
companied by a certified or bank cashier’s check or checks in the aggregate 
amount of 5% of the principal amount of the bonds to be purchased by it. 

Every bid must be in writing and shall specify as to each issue of bonds to be 
purchased by it (1) the coupon rate thereof expressed as a multiple of 44 of 1%, 
(2) the price (exclusive of accrued interest), to be paid to the Applicant there- 
for, and (3) that the accrued interest from September 1, 1954, to the date of pay- 
ment therefor and delivery thereof will be paid to the Applicant by the purchaser. 

All bids must be presented to the Applicant before 11:00 a. m., New York 
Time,’ on September 8, 1954, unless postponed. Unless the Applicant exercises 
the reserved privilege to reject all bids for either or both of the proposed bond 
issues, or to exclude a bid or bids for reasons specified in the statement of terms 
and conditions, it will accept (1) that bid which will provide the lowest annual 
cost of money to it for the 1979 series of first mortgage bonds, and/or (2) that 
bid which will provide the lowest annual cost of money to it for the first mortgage 
sinking fund bonds. 

According to the application the Applicant will use a portion of the anticipated 
proceeds of approximately $12,000,000 to redeem $2,550,000, principal amount, 
of 4.50% first mortgage serial bonds maturing $150,000, annually June 1 in each 
of the years 1955-1971, at the principal amount thereof plus a redemption pre- 
mium amounting in the aggregate to $82,890. The balance of the expected pro- 
ceeds will be used together with funds to be derived from the sale of certain of 
Applicant’s properties to prepay without premium outstanding short term bank 
loan obligations of the Applicant which it is estimated will approximate 
$10,000,000, in principal amount, by August 31, 1954. The latter were issued to 
provide a portion of the funds necessary to carry on its 1954 construction pro- 
gram estimated to require approximately $11,400,000. 

The Applicant states that an interest saving will accrue from the proposed re- 
funding of presently outstanding bonds. 

The application shows that the amount of call premium and expense incident 
to redemption of the aforementioned series of 4.50% First Mortgage Serial Bonds 
will be charged to the Applicant’s earned surplus together with the amount of 
presently unamortized debt discount and expense applicable to said Bonds. 

Written notice of the application has been given to the Public Service Com- 
mission of North Dakota, the Public Service Commission of Wyoming, the Public 


1Stated to mean Eastern Daylight Saving Time, if on September 8, 1954, in effect in 
New York City, or otherwise Eastern Standard Time. 







































































































































































1358 FEDERAL POWER COMMISSION 






Utilities Commission of South Dakota, the Board of Railroad Commissioners of 
Montana, and the Railroad and Warehouse Commission of Minnesota, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on August 5, 1954 (19 FR 4911-4912), stating that 
any person desiring to be heard or to make any protest with reference to the ap- 
plication should file a petition or protest on or before August 19, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of such appli- 
cation has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order issued December 4, 
1953, In the Matter of Montana-Dakota Utilities Co., Docket No. E-6532. 

(2) The proposed issuance and sale of the 1979 series first mortgage bonds 
and the proposed issuance and sale of the first mortgage sinking fund bonds 
will constitute issuance of securities within the purview of Section 204 of the 
Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the 
meaning of Section 204 (f) of the Act and the proposed issuances are, therefore, 
not exempt by virtue of that Section from the requirements of Section 204 of the 
Act. 

(4) The proposed issuances as hereinafter authorized will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by the Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuances and sales of bonds upon the terms and conditions 
and for the purposes specified in the application, be and the same hereby are 
authorized, subject to the provisions of this order. 

(B) The proposed issuances and sales of bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as con- 
templated by Section 34.9 of the Rules; 

(ii) The Commission shall, by further order, have approved the price to be 
received by the Applicant for the 1979 series first mortgage bonds and the interest 
rate thereof, and the price to be received by the Applicant for the first mortgage 
sinking fund bonds and the interest rate thereof. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within sixty days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 
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(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 

Commissioners Draper and Smith not participating. 


Order authorizing issuance of common stock 
California Electric Power Co. 
Docket No. E-6574 


September 1, 1954 


By order issued August 19, 1954, 13 F. P. C. 1325, in the above-entitled matter, 
the Commission authorized California Electric Power Company (Applicant) to 
issue and sell through competitive bidding 170,000 shares of common stock (par 
value $1 per share), subject to the provisions, among others, as set forth in 
Paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of cOmmon stock at competitive 
bidding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to com- 
pliance with competitive bidding requirements and Section 34.2 (k) (4) of 
the Rules relating to affiliation, and shall have either filed such amendments 
or shall have mailed them and advised the Commission by telephone and 
telegram as contemplated by Section 34.9 of the Rules. 

(ii) The Commission shall, by further order, have approved the price 
to be received by the Applicant for the common stock. 

Applicant on August 31, 1954, filed an amendment pursuant to the require- 
ments of the aforementioned Commission order issued August 19, 1954, setting 
forth that it proposes to accept, as providing the highest price to it, the joint bid 
of Carl M. Loeb, Rhodes & Co., and Bear, Stearns & Co. to purchase the 170,000 
shares of common stock (par value $1 per share), for the price of $11.452 per 
share. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued August 19, 1954, referred to above, 
and under the bid it proposes to accept for the common stock the price to be 
received by the Applicant therefor is reasonable. 

(2) The proposed issuance and sale of common stock as hereinafter authorized 
and approved will be for a lawful object, within the corporate purposes of the 
Applicant and compatible with the public interest which is appropriate for and 
consistent with the proper performance by the Applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price per share of common stock to be received by the Applicant 
under the bid referred to above is approved as reasonable. 

(B) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of Paragraphs (C), (D) and (E) of 
the Commission’s order issued August 19, 1954, in this matter. 

Commissioners Draper and Smith not participating. 
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Order directing physical connection of facilities and sale of natural gas 
Delta Natural Gas Co. 
Docket No. G—2415 


September 2, 1954 


Delta Natural Gas Company (Applicant), a Kentucky corporation having its 
principal place of business in Owingsville, Kentucky, filed, on April 29, 1954, as 
amended May 17, 1954, an application, pursuant to Section 7 (a) of the Natural 
Gas Act, for an order directing Central Kentucky Natural Gas Company (Cen- 
tral Kentucky) to deliver and sell natural gas to Applicant for resale in the com- 
munities of Sharpsburg and Camargo, Kentucky, in aggregate volumes estimated 
at 400 Mcf on a peak day in the fifth year of operation. 

Central Kentucky, in answer to the application, stated that delivery and sale 
of the volumes of natural gas requested by Applicant would not adversely affect 
Central Kentucky’s gas supply or existing customers, and that its existing fa- 
cilities, other than the physical interconnections indicated, could adequately 
render the service requested. Central Kentucky took no position with respect to 
grant or denial of the application, and did not request a hearing. 

Applicant proposes to construct and operate two separate 2-inch transmission 
lines, 1,000 feet and 6,200 feet in length, from two points on Central Kentucky’s 
existing transmission facilities to Sharpsburg and Camargo, Kentucky, respec- 
tively, and to construct and operate distribution systems within these communi- 
ties. Cost of these facilities is estimated at $48,000. The transportation pro- 
posed and the ultimate consumption of natural gas will occur entirely within 
the State of Kentucky. Under even date herewith, in Docket No. G—2488, Delta 
Natural Gas Company was declared exempt from the provisions of the Natural 
Gas Act. 

Due notice of the filing of the application, including publication in the Federal 
Register on June 2, 1954 (19 FR 3240), has been given. No protest or petition 
to intervene in this proceeding has been filed. 

Applicant presently purchases natural gas from Central Kentucky for service 
in the communities of Owingsville and Frenchburg, Kentucky, Central Kentucky 
having been directed to render such service by order issued August 24, 1950, 
in Docket No. G-1422, 9 F. P. C. 1039. 

The Commission finds: 

(1) Delta Natural Gas Company is engaged in the local distribution of natural 
gas to the public. 

(2) Central Kentucky Natural Gas Company, a Kentucky corporation having 
its principal place of business at Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act and subject to the juris- 
diction of the Commission as heretofore found by the orders of September 7, 
1943, in Docket No. G-338, 3 F. P. C. 1083, and September 20, 1946, in Docket 
No. G-710, 5 F. P. C. 781. 

(3) It is necessary and desirable in the public interest to direct Central Ken- 
tucky to establish physical interconnections of its transportation facilities with 
the proposed facilities of and deliver and sell natural gas to Applicant for service 
in the communities of Sharpsburg and Camargo, Kentucky. 

(4) The service requested herein by Applicant will not place an undue burden 
on Central Kentucky nor will it impair Central Kentucky’s ability to render 
adequate service to its existing customers. 
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The Commission orders: 

(A) Central Kentucky be and is hereby directed to establish physical inter- 
connections of its transportation facilities with the proposed facilities of Appli- 
cant and deliver and sell natural gas to Applicant for service in the communities 
of Sharpsburg and Camargo, Kentucky. 

(B) Central Kentucky shall report to the Commission, in writing and under 
oath the date of commencement of the service directed in paragraph (A) above. 

Commissioner Smith not participating. 


Declaration of eremption 
Delta Natural Gas Co. 
Docket No. G—2488 


September 2, 1954 


Delta Natural Gas Company (Delta) filed, on July 15, 1954, an application for 
an order of this Commission declaring Delta to be exempt from the provisions 
of the Natural Gas Act, pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed and the exhibits appended thereto, it 
appears that: 

(1) Delta is a Kentucky corporation engaged in the business of transporting 
and selling natural gas in the State of Kentucky. 

(2) Delta purchases natural gas from Central Kentucky Natural Gas Company 
transporting such gas through its facilities for distribution in Owingsville and 
Frenchburg, Kentucky. 

(8) All the gas purchased and transported by Deita is received and ultimately 
consumed in the State of Kentucky. 

(4) The Public Service Commission of Kentucky, filed on August 16, 1954, a 
certification that it has and is exercising regulatory jurisdiction over the rates, 
service, and facilities of Delta. 

Wherefore, the Commission declares, by reason of the foregoing: 

Delta Natural Gas Company is exempt from the provisions of the Natural Gas 
Act and the orders, rules, and regulations of the Commission pursuant thereto. 

Commissioner Smith not participating. 


Order modifying order issuing certificate of public convenience and necessity 


New York State Natural Gas Corp. 
Docket No. G—1972 
September 7, 1954 


New York State Natural Gas Corporation (Applicant) filed on March 8, 1954, 
a petition to modify the order of the Commission issued herein on July 10, 1953, 
12 F. P. C. 1073, authorizing the construction and operation of facilities for the 
sale and delivery of natural gas to New York State Electric & Gas Corporation at 
De Ruyter, Madison County, New York, in volumes not to exceed 500,000 Mef an- 
nually, and 4,000 Mcf on a maximum day, for resale in Norwich and Oneonta, 
New York, and vicinity. It appears from the petition filed herein that New 
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York State Electric & Gas Corporation has requested Applicant to sell and deliver 
an additional 400,000 Mcf of natural gas annually and an additional 1,000 Mcf 
on a maximum day, in order that it may supply gas to consumers for industrial 
use on an interruptible basis. 

Due notice of the filing of the petition requesting modification of the Commis- 
sion’s order issued July 10, 1953, has been given all interested parties, including 
publication in the Federal Register on March 19, 1954 (19 F. R. 1525). No 


protest to the granting of Applicant’s request has been received by the 
Commission. 

The Commission finds: 

It is in the public interest, and public convenience and necessity requires that 
the order of the Commission issued on July 10, 1953, authorizing Applicant at 
Docket No. G—1972 to sell and deliver 500,000 Mcf annually and 4,000 Mcf on a 
maximum day for resale in Norwich and Oneonta, New York, and vicinity, be 
modified so as to authorize an increase in volume of sales and deliveries by Ap- 
plicant to New York State Electric & Gas Corporation at De Ruyter, New York, 
by 400,000 Mcf annually and 1,000 Mcf on a maximum day, thus increasing the 
over-all total authorization to 900,000 Mcf annually and 5,000 Mcf on a maximum 
day. Applicant has represented that the gas will be sold under Applicant’s firm 
Rate Schedule CR-3-E on file with the Commission. 

The Commission orders: 

The order of the Commission issued herein on July 10, 1953, be modified so 
as to increase the volumes of natural gas authorized to be sold and delivered 
by Applicant to New York State Electric & Gas Corporation at De Ruyter, New 
York, for resale in Norwich and Onetonta, New York, and vicinity, under Appli- 
cant’s Rate Schedule CR-3-H, from 400,000 Mcf annually to 900,000 Mcf annually, 
and from 4,000 Mcf on a maximum day to 5,000 Mcf on a maximum day. 
Commissioner Smith not participating. 


Declaration of eremption 
New York State Electric & Gas Corp. 
Docket No. G-—2498 


September 7, 1954 


New York State Electric & Gas Corporation (Applicant) filed application on 
July 22, 1954, for exemption from the provisions of the Natural Gas Act, pur- 
suant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged in the transmission and 
distribution, inter alia, of natural gas in the State of New York. 

(2) Applicant purchases out-of-state natural gas from various suppliers at 
points within the State of New York. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within New York and all of Applicant’s facilities are located within the State 
of New York. 

(4) The Public Service Commission of New York has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 
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Wherefore, the Commission declares, by reason of the foregoing : 

New York State Electric & Gas Corporation is exempt from the provisions of 
the Natural Gas Act, and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Commissioner Smith not participating. 


Declaration of exemption 
Commonwealth Natural Gas Corp. 
Docket No. G—2500 
September 7, 1954 


Commonwealth Natural Gas Corporation (Commonwealth) filed, on July 26, 
1954, an application for an order of this Commission declaring Commonwealth 
to be exempt from the provisions of the Natural Gas Act, pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed and the exhibits appended thereto, 
it appears that: 

(1) Commonwealth is a Virginia corporation engaged in the business of 
transporting and selling natural gas in the State of Virginia. 

(2) Commonwealth purchases all of its natural gas supply from Atlantic 
Seaboard Corporation and receives such gas in its pipeline facilities at a point 
near Stanardsville, Green County, Virginia. 

(3) All of the gas so received by Commonwealth is ultimately consumed in 
the State of Virginia and all of its facilities are located within the State of 
Virginia. 

(4) The State Corporation Commission of Virginia has certified to the Federal 
Power Commission, by letter dated April 2, 1954, that it has and is exercising 
regulatory jurisdiction over the rates, service, and facilities of Commonwealth. 

Wherefore, the Commission declares, by reason of the foregoing: 

Commonwealth Natural Gas Corporation is exempt from the provisions of 
the Natural Gas Act and the orders, rules, and regulations of this Commission 
pursuant thereto. 

Commissioner Smith not participating. 


Declaration of exemption 
Central Illinois Public Service Co. 
Docket No. G-2511 


September 7, 1954 


Central Illinois Public Service Company (Applicant) filed application on 
July 30, 1954, for exemption from the provisions of the Natural Gas Act, pursu- 
ant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in the transmission and 
distribution of natural gas in the State of Illinois. 
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(2) Applicant purchases out-of-state natural gas from Panhandle Eastern 
Pipe Line Company at points within the State of Illinois. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within Illinois and all of Applicant’s facilities are located within the State 
of Illinois. 

(4) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing : 

Central Illinois Public Service Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Commissioner Smith not participating. 


Declaration of eremption 
The Hartford Gas Co. 
Docket No. G-—2514 


September 7, 1954 


The Hartford Gas Company (Applicant) filed application on July 30, 1954, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (ce) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
files of the Commission, it appears that: 

(1) Applicant is a Connecticut corporation engaged in the transmission and 
distribution of natural gas in the State of Connecticut. 

(2) Applicant purchases out-of-state natural gas from Algonquin Gas Trans- 
mission Company at points within the State of Connecticut. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within Connecticut and all of Applicant’s facilities are located within the State 
of Connecticut. 

(4) The Public Utilities Commission of Connecticut has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

The Hartford Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules, and regulations of this Commission issued pur- 
suant thereto. 

Commissioner Smith not participating. 


Declaration of exemption 
The United Gas Improvement Co. 
Docket No. G-—2524 


September 7, 1954 


The United Gas Improvement Company (United) filed, on August 4, 1954, 
an application for an order of this Commission declaring United to be exempt 
from the provisions of the Natural Gas Act, pursuant to Section 1 (c) thereof. 
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Upon the basis of the application filed and the exhibits appended thereto, it 
appears that: 

(1) United is a Pennsylvania corporation engaged in the business of trans- 
porting and selling natural gas in the Commonwealth of Pennsylvania. 

(2) United purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation and Texas Eastern Transmission Corporation for dis- 
tribution in its Philadelphia Gas Works Division and from Manufacturers 
Light and Heat Company for distribution in its Harrisburg, Reading and Allen- 
town-Bethlehem Division. 

(3) All of the gas purchased by United is received, transported and ultimately 
consumed within the Commonwealth of Pennsylvania and all of its facilities 
are located within the Commonwealth of Pennsylvania. 

(4) The Pennsylvania Public Utility Commission filed, on July 6, 1954, cer- 
tification that it has and is exercising regulatory jurisdiction over the rates, 
service and facilities of United. 

Wherefore, the Commission declares, by reason of the foregoing: 

The United Gas Improvement Company is exempt from the provisions of 
the Natural Gas Act and the orders, rules, and regulations of this Commission 
pursuant thereto. 

Commissioner Smith not participating. 


Supplemental order authorizing issuance of first mortgage bonds 
Montana-Dakota Utilities Co. 
Docket No. E-6572 


September 9, 1954 


By order issued September 1, 1954, 13 F. P. C. 1356, in the above-entitled 
matter, the Commission authorized Montana-Dakota Utilities Co. (Applicant) 
to issue and sell through competitive bidding $5,000,000 principal amount, of 
first mortgage bonds, series due 1979, and $7,000,000, principal amount, of first 
mortgage sinking fund bonds, due 1975, subject to the provisions, among others, 
as set forth in Paragraph (B) of that order reading as follows: 


(B) The proposed issuances and sales of bonds at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirements of Section 34.2 (k) (3) of the Commission’s Rules relating 
to compliance with competitive bidding requirements and Section 34.2 (k) 
(4) of the Rules, relating to affiliation, and shall have either filed such 
amendments or shall have mailed them and advised the Commission by 
telephone and telegram as contemplated by Section 34.9 of the Rules; 

(ii) The Commission shall, by further order, have approved the price 
to be received by the Applicant for the 1979 series first mortgage bonds 
and the interest rate thereof, and the price to be received by the Applicant 
for the first mortgage sinking fund bonds and the interest rate thereof. 


Applicant on September 8, 1954, filed an amendment pursuant to the require- 
ments of the aforementioned Commission order issued September 1, 1954, setting 
forth that it proposes to accept, as providing the lowest annual cost of money 
to it, the joint bid of Blyth & Co. Inc., and Merrill Lynch, Pierce, Fenner & 
Beane, and Kidder, Peabody & Co. to purchase the $5,000,000, principal amount, 
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of 1979 series first mortgage bonds for the price of 101.42 with an interest rate 
of 314% per annum, and to accept, as providing the lowest annual cost of money 
to it, the bid of Halsey, Stuart & Co., Inc. to purchase the $7,000,000, principal 
amount, of first mortgage sinking fund bonds for the price of 100.7099 with an 
interest rate of 334% per annum. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued September 1, 1954, referred to above, and 
under the respective bids it proposes to accept for the purchase of the 1979 series 
first mortgage bonds and the purchase of the first mortgage sinking fund bonds 
the respective prices to be received by the Applicant therefor and the respective 
interest rates thereof are reasonable. 

(2) The proposed issuances and sales of the 1979 series first mortgage bonds 
and the first mortgage sinking fund bonds as hereinafter authorized and approved 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which 


will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 

(A) The price of the 1979 series first mortgage bonds and the interest rate 
thereof and the price of the first mortgage sinking fund bonds and the interest 
rate thereof under the respective bids referred to above are approved as 
reasonable. 

(B) The proposed issuances and sales of the 1979 series first mortgage bonds 
and the first mortgage sinking fund bonds, referred to above, upon the terms 
and conditions and for the purposes specified in the application, as supplemented 
by the amendment referred to above, be and same hereby are authorized, subject 
only to the provisions of Paragraphs (C), (D), and (E) of the Commission’s 
order issued September 1, 1954, in this matter. 


Order approving proposed settlement, permitting withdrawal of rate increase 
application, and terminating proceeding upon terms specified in the order 


Tennessee Gas Transmission Co. 
Docket No. G—2434 


September 10, 1954 


This proceeding arises under the Natural Gas Act and concerns the increased 
rates and other tariff changes filed by Tennessee Gas Transmission Company 
(Applicant or Company), pursuant to Section 4 of the Natural Gas Act. The 
record herein has been certified to us for consideration of a proposed settlement, 
including a proposed withdrawal by Applicant of the rate and other tariff 
changes applied for, as stated upon the record in open hearing on August 31, 
1954, and as agreed to by all parties to be proceeding. Upon consideration of 
the record, we approve the terms of the proposed settlement, permitting the 
withdrawal by Applicant of its rate increase and other tariff proposals, subject 
to the terms and conditions agreed to by the parties, as hereinafter set forth. 

On April 30, 1954, Applicant filed with the Commission its proposed Seventh 
Revised Volume No. 1, to supersede Sixth Revised Volume No. 1 and Fourth 
Revised Volume No. 2 of its FPC Gas Tariff. The tariff changes contained in. 
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such filing, which were proposed to be made effective June 1, 1954, embodied pro- 
posed increased rates and charges for transportation of natural gas in interstate 
commerce and for sales in interstate commerce of natural gas for resale for 
ultimate public consumption, subject to the Commission’s jurisdiction under 
the Natural Gas Act. Such tariff changes involved an estimated net annual 
increase in Applicant’s rates and charges approximating $13,616,027, or 10.3%, 
based upon the Company’s operations during the 12 months ended March 31, 
1954, as adjusted, above the settlement rates which were permitted to become 
effective as of March 1, 1954, pursuant to the Commission’s orders issued Feb- 
ruary 25, and April 16, 1954, In the Matter of Tennessee Gas Transmission 
Company, Docket No. G—2252, 13 F. P. C. 841, 968. The tariff changes also 
included proposals by Applicant to change its present five sales rate zones to 
four and to establish 25 transportation rate zones. 

On May 20, 1954, pending a hearing and the Commission’s decision upon the 
question of the lawfulness of the rate and other tariff changes proposed by 
Applicant, the Commission suspended the Company’s proposed tariff changes 
until November 1, 1954, and until such further time thereafter as such proposed 
changes might be made effective in the manner prescribed by the Natural Gas 
Act. The Commission, by its order issued May 20, 1954, provided for a hearing 
to commence on June 28, 1954, concerning the lawfulness of the Company’s pro- 
posed rate and tariff changes in question. 

On June 28, 1954, the public hearing in this proceeding was convened in ac- 
cordance with the Commission’s order. Three series of public hearing sessions 
have been held, as follows: (1) June 28, 29, 30, and July 1, 1954; (2) August 4, 5, 
and 6, 1954; and (3) August 30 and 31, 1954. In addition to Applicant and the 
Commission Staff, more than 100 interveners participated in this proceeding 
as shown by the record. 

At the first series of hearings, Applicant presented its direct case as initially 
prepared and served by it upon the parties, pursuant to the Commission’s order 
of May 20, 1954; at the second series, Applicant supplemented and in fact com- 
pleted its direct case, including presentation of gas purchase contracts and other 
data purporting to support its claimed future increases in purchased gas cost 
— being the principal basis for the applied for increased rates; and, at the last 
series, there was developed and presented the proposed settlement of the pro- 
ceeding, involving the proposed withdrawal by Applicant of its rate-increase 
application. 

On July 1, 1954, at the conclusion of the first series of hearings, Counsel for 
East Tennessee Natural Gas Company, an intervener, made an oral motion to 
dismiss the entire proceeding and requested oral argument before the Commis- 
sion. This motion was concurred in by counsel for a number of other interveners. 
On July 2, 1954, Diamond Alkali Company, an intervener, filed a Motion for an 
Order Denying the Requested Increase in Rates to the Extent That It Depends 
on Claimed Increase of Cost of Purchased Gas.’ On August 6. 1954, at the con- 
clusion of the second series of hearings, the Commission Staff joined in the mo- 
tions for dismissal of this proceeding in its entirety. Counsel for East Ten- 
nessee renewed its motion to dismiss and its request for oral argument. 

On August 17, 1954, the Commission issued an order reconvening on August 30, 
1954, of the hearings for obtaining (to the extent possible by agreement of the 
parties) reduction and simplification of the issues relevant to the pending mo- 
tions to dismiss, extended to September 8, 1954, the time for filing briefs re- 


specting the motions, and provided for oral argument on September 15, 1954, 
respecting the motions to dismiss. 


2 Another intervener, Rochester Gas and Electric Corporation, filed a similar motion 
on July 19, 1954. 
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On August 30, 1954, the hearing was reconvened and then recessed from time 
to time, on motion of Commission Staff Counsel, to permit the parties to confer 
concerning the possibilities of obtaining reduction and simplification of the is- 
sues relevant to the pending motions to dismiss. The hearing reconvened on 
August 31, 1954, when there was presented in the record the proposed settlement 
involving the proposed withdrawal by Applicant of its rate increase and other 
tariff proposals filed on April 30, 1954. Thereafter, upon motion of Commis- 
sion Staff Counsel, the Presiding Examiner ruled that the record in this pro- 
ceeding would be certified immediately to the Commission for its consideration 
and action. The Examiner notified the parties on the record that, unless the 
Commission issued an order to the contrary, briefs with respect to the pending 
motions to dismiss need not be filed, and, further, that there would be no neces- 
sity for the oral argument on September 15, 1954, in the event the Commission 
approved the proposed settlement. Approval by us of the proposed settlement 
obviates briefs, oral argument, and Commission decision upon the merits of 
the pending motions to dismiss. 

The proposed settlement as agreed to by the Applicant and the parties, and 
stated upon the record on August 31, 1954, is as follows: 

(1) Applicant will withdraw its rate-increase filing in Docket No. G-—2434 
in its entirety, thereby allowing its presently effective FPC Gas Tariff to con- 
tinue in effect unchanged. 

(2) Applicant will, in accordance with pragraph (D) of the Commission's 
order of February 25, 1954, in Docket No. G—2252, refund to Applicant’s cus- 
tomers any amounts received as refunds (including interest) by reason of final 
disposition of the proceedings In the Matters of United Gas Pipe Line Company, 
Docket Nos. G—1142, et al. 

(3) Applicant will not be required to reduce its rates as presently on file and 
established pursuant to the Commission’s orders of February 25, and April 16, 
1954, in Docket No. G-—2252, notwithstanding the provisions for reduction in 
paragraph (D) of the afore-mentioned order of February 25, 1954. 

(4) Applicant will not, in any filings which it may make with the Commis- 
sion prior to June 1, 1955, propose any changes in its sales service zone bound- 
aries, nor, without the consent of all its transportation service customers, pro- 
pose any changes in its transportation service zone boundaries. 

The proposed settlement as summarized above differs from Applicant’s initial 
proposal, which was that it would withdraw its filing in this case upon the basis 
that it be permitted to retain any refund it might receive as a result of the pro- 
ceedings at Docket Nos. G—1142, et al.; that it not be required to reduce its 
present rates so as to pass on to its resale customers any rate reduction which 
Applicant might receive from United in such proceedings, and that Applicant 
would not, prior to January 1, 1955, file to recover any additional cost that 
it might incur by reason of the increased Texas production tax, the exposure 
to which Applicant estimated at $100,000 additional cost per month. In support 
of such proposed basis for withdrawal, Applicant purported to justify the same 
by showing adjustments to its cost of service not included in previous rate 
cases, particularly the case settled in Docket No. G-2252. (See Exhibit No. 22.) 

The Company’s incremental approach was not accepted by the Commission 
Staff; the staff used the cost of service method consistent with the normal 
procedure which has been utilized and approved by the Commission in prior 
rate proceedings. 

Using the cost of service approach, the Commission Staff, as a result of its 
investigation of Applicant’s operations during the test year ended March 31, 
1954, developed a cost of service totaling $128,860,652, including return at 6%. 
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This cost of service reflected various adjustments proposed by the Staff amount- 
ing to a net reduction of $16,745,714. (See Exhibit No. 21.) The cost of service 
thus determined indicated Applicant’s revenues under its present rates were 
excessive by approximately $3,750,000. The Staff adjustments involved approxi- 
mately $10.9 million due to cost of gas (comprising some $1.1 million for Texas 
production tax and the remainder for price increases that Applicant had antic- 
ipated under its gas purchase contracts would occur on or before November 1, 
1954) ; approximately $1.6 million due to reinstatement by the Staff of inter- 
ruptible sales that the Company had eliminated as nonrecurring; a products 
extraction plant adjustment of approximately $1.5 million; the reversal of 
claimed advertising expense estimated at $4 million; a reduction in charges 
by United for transportation services amounting to some $700,000; and various 
accounting adjustments amounting to some $1.4 million. 

The Staff adjustments respecting interruptible sales, the products extraction 
plant, and the advertising, aggregating $3.6 million, were objected to by Appli- 
cant; and the Staff, for the purposes of this settlement and to expedite dis- 
position of this proceeding, receded from its position respecting these adjust- 
ments. In addition, all parties agreed that the adjustment related to the 
anticipated reduction in United’s charges for transportation service should be 
eliminated in view of the fact that Applicant would incur certain operating 
expenses including the new Texas Production Tax which could not be detailed 
with certainty at this time but which would exceed the reduction in question. 

The record is abundantly clear that the parties, in agreeing to the proposed 
settlement and withdrawal by Applicant of its rate increase and other tariff 
proposals, have agreed upon the overall result without necessarily agreeing to 
any particular rate base, cost of service, or method by which the result might 
have been reached. The proposed settlement, as agreed to by all parties, in- 
cluding the Commission Staff, and the Commission’s acceptance thereof, are not 
to be construed as constituting a precedent which will be binding in any way in 
any subsequent proceeding involving Applicant or the other parties to this 
proceeding. 

Accordingly, upon consideration of the foregoing and the entire record in this 
proceeding, including the proposed settlement as hereinbefore described, the 
Commission finds: 

(1) The proposed settlement of this proceeding upon the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropri- 
ate and in the public interest in carrying out the provisions of the Natural Gas 
Act, and should be approved and made effective as hereinafter provided and 
ordered. 

(2) The rates and other tariff changes as contained in Applicant’s proposed 
Seventh Revised Volume No. 1 to its FPC Gas Tariff, which revised tariff vol- 
ume was filed on April 30, 1954, are not just, reasonable or lawful under the 
terms and provisions of the Natural Gas Act. Accordingly, Applicant should 
be permitted to withdraw the same as hereinafter provided and ordered, subject 
to the terms and conditions specified in the order. 

The Commission orders: 

(A) The motion by Applicant that it be permitted to withdraw its proposed 
Seventh Revised Volume No. 1 to its FPC Gas Tariff (which revised volume was 
filed on April 30, 1954, and suspended by the Commission’s order issued herein on 
May 20, 1954), thereby allowing Applicant’s presently effective FPC Gas Tariff 
to continue in effect unchanged, be and the same is hereby granted, effective 
as of the date of the issuance of this order, upon the terms and conditions here- 
inafter specified; and, accordingly, the Secretary of the Commission shall forth- 
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with remove the said Seventh Revised Volume No. 1 from Applicant's FPC Gas 
Tariff. 

(B) Applicant shall, in accordance with paragraph (D) of the Commission’s 
order of February 25, 1954, in Docket No. G—2252, refund to Applicant’s cus- 
tomers any amounts received as refunds (including interest) by reason of final 
disposition of the proceeding In the Matters of United Gas Pipe Line Company, 
Docket Nos. G-1142, et al. 

(C) Applicant shall not be required to reduce its rates as presently on file 
and established pursuant to the Commission’s orders of February 25 and April 
16, 1954, in Docket No. G—2252, notwithstanding the provisions for reduction in 
paragraph (D) of the afore-mentioned order of February 25, 1954. 

(D) Applicant shall not, in any filings which it may make with this Com- 
mission prior to June 1, 1955, propose any changes in its sales service zone 
boundaries, nor, without the consent of all its transportation service customers, 
propose any changes in its transportation service zone boundaries. 

(E) Paragraphs (B) and (C) of the Commission’s order issued August 17, 
1954, respecting briefs and oral argument upon the motions to dismiss this pro- 
ceeding, be and the same are hereby vacated. 

(F) The proceeding in Docket No. G—2434 be and the same is hereby termi- 
nated, subject to the terms and conditions contained in this order. 

(G) The termination of the proceeding in Docket No. G—2434, as heretofore 
provided in this order, is without prejudice to any findings or orders which may 
hereafter be made by the Commission, and is without prejudice to any claims 
or contentions which may be made by the Commission, Applicant, or any other 
party hereto in any proceedings now pending or hereafter instituted. 

Chairman Kuykendall not participating. 


Order amending order issuing certificates of public convenience and necessity 


Algonquin Gas Transmission Company, G-—1319; Northeastern Gas Transmission 
Company, G-1568; Texas Eastern Transmission Corporation, G—1012; Port- 
land Gas Light Company, G-1554: Biddeford and Saco Gas Company, G— 
1558; Gas Service, Incorporated, G-1559; Allied New Hampshire Gas Com- 
pany, G—1560; Greenfield Gas Light Company, G-1576; Gardner Gas, Fuel 
and Light Company. G-1584; Athol Gas Company, G-1655; Blackstone Valley 
Gas and Electric Company, G-—2077; Tennessee Gas Transmission Company, 
G-2108 

September 14, 1954 


By order issued August 6, 1953, accompanying Opinion No. 259, 12 F. P..C. 
209, the Commission, among other things, issued at Docket No. G-2108 a certifi- 
cate of public convenience and necessity to Tennessee Gas Transmission Com- 
pany (Tennessee) authorizing the construction and operation of certain nat- 
ural-gas transmission facilities. As a condition to the certificate, Tennessee was 
required to sell and deliver to the City of Bolivar, Tennessee, an intervener, up 
to a maximum of 2,687 Mcf of natural gas per day (14.73 p. s. i. g.) for resale 
to consumers in Bolivar and in the Town of Middleton, Tennessee, and to con- 
sumers located along the route of the City’s transmission line, and to the Ten- 
nessee State Hospital. 

Bolivar, on July 16, 1954, filed a petition requesting amendment of the above- 
mentioned order to permit Tennessee to sell and deliver gas to it for resale in 
the Town of Whiteville, Tennessee, as well as the resales contemplated by the 
said order. Bolivar does not, however, seek an increase in the authorized 
delivery of a daily maximum of 2,687 Mcf. 
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The requirements of the Town of Whiteville, as reflected in exhibits attached 
to and made a part of the petition, are estimated to be 456 Mcf on the maximum 
day in the fifth year of service with an annual demand in that year of 35,189 
Mcf. 

According to the petition, facilities required by Bolivar to provide the pro- 
posed service in the Town of Whiteville will involve an additional expenditure 
of about $186,000, which is to be financed from a separate and distinct issuance 
of gas revenue bonds to be sold pursuant to an agreement already executed by 
the City of Bolivar and a Tennessee investment institution. The exhibits to 
the petition show also that the economic feasibility of the project of the City 
of Bolivar will be enhanced by the addiitonal proposed market by the increased 
revenues and resultant increased bond coverage. 

A copy of the petition to amend has been served upon each party to the pro- 
ceeding at Docket No. G-2108. No answer or objection to the petition has been 
filed. Tennessee has stated, however, that it has no objection to the present 
proposal of the City of Bolivar to serve the Town of Whiteville in addition to 
the originally proposed market area. 

The Commission finds: 

(1) Amendment of the said order issued August 6, 1953, accompanying Opin- 
ion No. 259, as requested by the City of Bolivar, to permit the sale and de 
livery of natural gas by Tennessee for resale in the Town of Whiteville is 
desirable in the public interest and will not place an additional burden upon 
Tennessee since Tennessee will not be required to deliver to the City of Bolivar 
for all purposes more than the maximum daily volume of 2,687 Mcf of gas here- 
tofore ordered. 

(2) The said order issued August 6, 1953, should be amended as hereinafter 
provided. 

The Commission orders: 














































The said order issued August 6, 1953, accompanying Opinion No. 259, be and 
it is hereby amended to authorize Tennessee Gas Transmission Company to sell 
and deliver to the City of Bolivar up to a maximum of 2,687 Mef of gas per 
day, as therein provided, for resale to consumers in the City of Bolivar and in 
the Towns of Middleton and Whiteville, and to consumers located along the 
route of the City’s transmission line, and to the Tennessee State Hospital. 
Chairman Kuykendall not participating. 


Order issuing preliminary permit 
East Bay Municipal Utility District 
Project No. 2128 


September 14, 1954 






Application was filed February 24, 1953, by East Bay Municipal Utility Dis- 
trict of Oakland, California, for a preliminary permit under the Federal Power 
Act (hereinafter referred to as the Act) for proposed Project No. 2128 to be 
located on Mokelumne River and South Fork of Mokelumne River in the vicinity 
of Valley Springs, Clements, Mokelumne Hill, West Point, and Railroad Flat 
in San Joaquin, Amador and Calaveras Counties, California, and affecting lands 
of the United States. Upon further investigation the project may be found 
to affect the interests of interstate or foreign commerce. 
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As proposed in the application, the proposed project will consist of the fol- 
lowing described developments : 

(a) Middle Bar: A dam about 180 feet high on Mokelumne River near Mid- 
dle Bar, a reservoir with a capacity of 46,500 acre-feet extending upstream to 
the existing Electra Power Plant of Pacific Gas and Electric Company, a power 
house with an installed capacity of about 24,000 horsepower; and appurtenant 
facilities. 

(b) Camanche: A dam about 120 feet high with minor wing dams located 
near Camanche on the Mokelumne River, a reservoir with a capacity of 212,000 
acre-feet, a powerhouse with an installed capacity of 8,000 horsepower, a pump- 
ing plant, and appurtenant facilities. 

(c) Railroad Flat: A dam about 327 feet high located on South Fork of 
Mokelumne River below Licking Creek near Railroad Flat, and a reservoir with 
a capacity of about 80,000 acre-feet. 

(d) Pardee: The addition of crest gates on the existing south spillway of 
Pardee Dam, increasing the storage capacity 17,000 acre-feet and addition of 
20,000 horsepower of generating capacity in the Pardee Power Plant. 

Applicant proposes to use part of the power generated at the project, if con- 
structed, for pumping water and to dispose of the balance of such power to a 
public utility. 

The Chief of Engineers, Department of the Army, has reported that the pro- 
posed project will not adversely affect the existing navigation project on the 
Mokelumne River below the lowest development along the stream, and that 
flood damages may be substantially and economically alleviated by operations 
of the proposed reservoirs as suggested by the Corps of Engineers. 

An Assistant Secretary of the Interior, acting for the Secretary has reported 
that the Department has no objection to issuance of a preliminary permit if a 
stipulation is included therein requiring cooperation by the permittee with the 
Fish and Wildlife Service and the California Department of Fish and Game in 
formulating plans. 

The State of California has submitted its comments upon the potential effects 
of the proposed project upon certain interests of the State, including relocation 
of state highways in certain areas and conflicting claims to rights in the waters 
of Mokelumne River, the Applicant herein being one of those claimants. It is 
recommended that issuance of the permit be withheld pending a determination 
by the State as to the disposition of the waters of Mokelumne River, and in any 
event the Applicant be required to cooperate with the California Department 
of Fish and Game in the formulation of any plan of water power development. 

‘The Pacific Gas and Electric Company filed a petition to intervene in this 
proceeding. The petition is being dismissed by the Commission by separate 
order. 

The Commission finds: 

(1) Applicant is a municipal corporation organized under the laws of the 
State of California and authorized to engage in the business of developing water 
resources for power and other purposes. 

(2) In view of the fact that no facilities to utilize the water resources involved 
may be constructed pursuant to the permit, it is not necessary or in the public 
interest to withhold issuance of the permit pending a determination by the 
State of California as to the disposition of the waters of Mokelumne River. In 
the event an application for license is filed, the State will at that time have 
an opportunity to make such representations in the matter as it may deem 
appropriate. 

(3) The proposed project does not affect any Government dam, and no 
reason is apparent at this time for its development by the United States. 
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(4) The project as proposed will affect lands of the United States. 

The Commission orders: 

(A) This preliminary permit is issued to East Bay Municipal Utility District 
(hereinafter referred to as the Permittee) for a period of three years effective 
as of September 1, 1954, for the sole purpose of maintaining priority of applica- 
tion for a license for Project No. 2128 to be located at points along the Mokelumne 
River and South Fork of Mokelumne River in the vicinity of Valley Springs, 
Clements, Mokelumne Hill, West Point, and Railroad Flat in San Joaquin, 
Amador and Calaveras Counties, California, and affecting public lands of the 
United States, subject to the terms and conditions of the Act, which is hereby 
incorporated herein by reference as a part of this permit, and subject to such 
rules and regulations as the Commission has issued or prescribed under the 
provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary Permit” 
which terms and conditions (designated as Article 1 to 8, inclusive) are attached 
hereto and made a part hereof, and further subject to the following special 
conditions as Articles 9, 10, and 11: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the permit to the Commission’s Regional Engineer in 
San Francisco, California, or to such other officer as the Commission may desig- 
nate accurate statements of the work accomplished during the period and of the 
work contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall during the period of this permit cooperate with 
the Corps of Engineers with the object of including provisions for flood control 
storage and to provide better utilization and control of water resources of the 
Mokelumne River and tributaries. 

Article 11. The Permittee shall during the period of this permit cooperate with 
the California Department of Fish and Game and the United States Fish and 
Wildlife Service in the development of a plan for the protection and enhance- 
ment of the fish and wildlife resources of the affected areas. 

(C) This order shall become final within 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by Section 
813 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of the preliminary permit. In acknowledgment of the 
acceptance of this permit, it shall be signed for the Permittee and returned 
to the Commission within 60 days from the date of issuance of this order. 

Chairman Kuykendall not participating. 


Declaration of exemption 
Indiana Gas & Water Co., Inc. 
Docket No. G-2537 


September 15, 1954 


Indiana Gas & Water Company, Inc. (Applicant) filed an application on 
August 9, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 
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(1) Applicant is an Indiana corporation engaged in the business of trans- 
porting, selling and distributing natural gas in the State of Indiana. 

(2) Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company, Texas Gas Transmission Corporation, Texas Eastern Transmis- 
sion Corporation and Ohio River Pipeline Corporation. Applicant receives such 
gas at various points all of which are located within the State of Indiana. 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Indiana and all of Applicant’s facilities are located within 
the said State. 

(4) The Public Service Commission of Indiana has certified that it has and 
is exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Indiana Gas & Water Company, Inc., is exempt from the provisions of the 
Natural Gas Act, and the orders, rules, and regulations of this Commission 
issued pursuant thereto. 

Chairman Kuykendall not participating. 


Order approving revised erhibits 


Puget Sound Power & Light Co. and Public Utility District No. 1 of 
Chelan County, Washington 


Project No. 943 
September 15, 1954 


In compliance with Article 41 of the license for water power Project No. 943, 
as amended, Puget Sound Power & Light Company and Public Utility District 
No. 1 of Chelan County, Washington, joint licensees for major Project No. 943 
(Rock Island), filed on March 24, 1954, an application for approval of certain 
revised exhibits. 

Applicants state that the general map of the project area, entitled “Property 
Key Map” (F. P. C. No. 943-51), and the “Property Key Map” (F. P. C. No. 
943-28), transmission-line, Rock Island to Skykomish, require no changes, be- 
cause of the acquisition of additional flowage rights and the additional length 
of transmission line constructed are small and do not change the property key 
maps referred to above. 

The Commission finds: 

(1) The following described exhibits comply with the requirements of Arti- 
cle 41; conform to the rules and regulations of the Commission; and should be 
approved and included in the license: 

Exhibit K, revised sheet 1 (F. P. C. No. 943-84) entitled “Detail Map Trans- 
mission Lines—Rock Island to Valhalla, Units 5 to 10 Addition,” signed March 11, 
1954, supplementing and superseding in part Exhibit K, Sheet 1 (F. P. C. 
No. 943-29). 

Exhibit K, revised sheet 3 (F. P. C. No. 943-85) entitled “Property Detail 
Map, Units 5 co 10 Addition,” signed March 11, 1954, superseding Sheet 3, Ex- 
hibit A (F. P. C. No. 943-54). 

Evhibdit L, (F. P. C. No 943-86) entitled “Alterations to Fishways, Units 5 to 
10 Addition,” signed March 11, 1954. 

(2) The following superseded exhibit drawings should be excluded from 
the license: 
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Erhibtt A, Sheet 3 (F. P. C. No. 943-54) Property Detail Map. 

Echibdit L, (F. P. C. No. 943-21) General Plan—Fishway at Power House. 

Ezhibit C, Sheet 8 (F. P. C. No. 943-70) South Fishway Plan & Details. 

The Commission orders: 

(A) The exhibits described in finding (1) above are hereby approved as part 
of the license for Project No. 943, and the exhibits described in finding (2) above 
are hereby excluded from the license. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 

Chairman Kuykendall not participating. 


Findings and order issuing certificate of public convenience and necessity 
Montana-Dakota Utilities Co. 
Docket No. G—2426 
September 20, 1954 


Montana-Dakota Utilities Co. (Applicant), a Delaware corporation with its 
principal place of business in Minneapolis, Minnesota, filed application with the 
Federal Power Commission on May 10, 1954, which was supplemented on June 28, 
for a certificate of public convenience and necessity pursuant to Section 7 of 
the Natural Gas Act authorizing the construction and operation of approxi- 
mately 1.2 miles of 2%-inch pipeline extending from a point on the Worland- 
Cabin Creek line to the community of Rosebud, in Rosebud County, Montana, 
for the transportation and sale of natural gas subject to the jurisdiction of the 
Commission, as described in the application on file with the Commission, and 
open to public inspection. 

The community of Rosebud is not presently served with natural gas. The 
proposed lateral pipeline will enable Applicant to transmit natural gas for 
distribution by Applicant in that community. The proposed construction will 
be financed by Applicant from its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 10, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Minneapolis, Minnesota, is engaged in the transportation of natural gas in 
interstate commerce by means of its natural-gas pipelines located in several 
states, and is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order adopted 
March 22, 1946, 5 F. P. C. 64. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 
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(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regula- 
tions of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Montana-Dakota Utilities Co. to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 


Findings and order issuing certificate of public conwenience and necessity 


Arkansas Louisiana Gas Co. 
Docket No. G—2428 


September 20, 1954 


Arkansas Louisiana Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Shreveport, Louisiana, filed an application on 
May 11, 1954, and supplement thereto on July 21, 1954, for a certificate of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, author- 
izing the construction, lease, acquistion and operation of certain pipeline facili- 
ties hereinafter described. 

Applicant’s project, which it proposes to utilize for the service of natural gas 
in the City of Murfreesboro, Arkansas, includes the construction, leasing and 
operation of the following facilities : 

(i) Construction of a tap on Applicant’s existing line AM—55 at a point within 
the City of Nashville, Arkansas, together with meter, regulator, and odorizor. 

(ii) The facilities to be leased will be constructed by the City of Murfrees- 
boro, Arkansas, and include a pipeline beginning at the said tap on Line AM-55 
and extending along Highways Numbered 70 and 27 to the city limits of the 
City of Murfreesboro and a gas distribution system within said City and its 
immediate environs by means of which gas can be received at said tap on Appli- 
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eant’s Line AM-55 and transported and delivered to customers served from the 
pipeline between the tap on Line AM-55 and the corporate limits of the City of 
Murfreesboro and to customers within said City and its environs. 

The total estimated cost of Applicant’s construction is estimated to be $1,317, 
which is to be financed from funds on hand. 

The estimated cost of the facilities to be constructed by the City of Murfrees- 
boro and leased by Applicant is approximately $264,588, which will be financed 
from the proceeds already received from a gas revenue bond issue. 

Under the proposed leasing agreement between Applicant and the City of 
Murfreesboro, which will run for a term of 20 years at an annual rental presently 
estimated at $20,345, the City will grant to Applicant under said lease arrange- 
ment and option to purchase the pipeline and distribution facilities herein 
referred to. 

After due notice and pursuant to the Commission’s order issued herein on 
August 13, 1954, a public hearing was held in Washington, D. C. on September 7, 
1954, respecting the matters involved and the issues presented by the application. 
No protest to the granting of the application has been received. 

The Commission finds: 

(1) Arkansas Louisiana Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order adopted January 26, 1943, In the Matter of Arkansas Louist- 
ana Gas Company, Docket No. G—252, 3 FPC 910. 

(2) The proposed facilities hereinbefore described are to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction, lease and operation of the proposed facilities 
by Applicant are required by the public convenience and necessity, and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicant’s request that it be authorized to acquire the subject facilities 
under its proposed lease agreement at this time, at its option, appears to be 
premature. It is more appropriate that such acquisition be considered when 
Applicant actually proposes to consummate purchase of the leased facilities, and 
said request should be denied at this time as hereinafter ordered. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order shall 
be completed and in actual operation should be fixed at 6 months from the date 
on which this order issues. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Arkansas Louisiana Gas Company authorizing it to construct, lease 
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and operate the facilities hereinbefore described, all as more fully described in 
the application, as supplemented, subject to the terms and conditions of this 
order. 

(B) Applicant’s request that it be permitted to acquire the facilities, at its 
option, which are the subject matter of a proposed lease agreement to be executed 
by and between Applicant and the City of Murfreesboro, Arkansas, be and the 
same is hereby denied in that such request is premature. 

(C) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure, is hereby fixed at 
6 months from the date on which this order issues. 


Findings and order issuing a certificate of public convenience and necessity and 
authorizing and approving abandonment of facilities and service 


The Ohio Fuel Gas Co. 
Docket No. G—2435 
September 20, 1954 


On May 19, 1954, The Ohio Fuel Gas Company (Applicant), an Ohio cor- 
poration with its principal place of business in Columbus, Ohio, filed an appli- 
cation with the Federal Power Commission for a certificate of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and operation of approximately 12.5 miles of 85¢ inch natural- 
gas transmission pipeline in Guernsey and Belmont Counties, in Ohio. Applicant 
also requests an order of the Commission authorizing and approving the 
abandonment of certain existing facilities and service in connection with the 
proposed construction. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 8, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

Applicant proposes to construct and operate an 85 inch pipeline from a point 
of connection with its existing Line 0-880 near its Wills Compressor Station 
in Guernsey County, Ohio, to its existing Line 0-16 near Quaker City, Ohio, 
and thence to a point of connection with its existing Line 0-26 near Barnesville, 
Warren Township, Belmont County, Ohio, in order to provide additional trans- 
mission capacity to serve its retail market areas of St. Clairsville, Bethesda, 
Barnesville, Quaker City, and vicinity, in Ohio. Approximately 13.8 miles of 
existing 4-inch and 5-inch transmission Line 0-16 between Senecaville and 
Barnesville, Ohio, is proposed to be abandoned by retirement, with a resulting 
abandonment of service to approximately 8 to 19 rural customers along the 
13.8 miles of pipeline to be abandoned. Applicant proposes to aid such customers 
in converting to substitute fuels, and proposes to apply to the Public Utilities 
Commission of Ohio if necessary. The record shows that Applicant has right- 
of-way agreements and limited time contracts with all but one of said customers, 
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which permit, it to discontinue service when the facilities used therefor are 
removed. 

The record further shows that the capacity of Applicant’s existing facilities 
serving the area is insufficient to serve the estimated 1954-1955 peak day re- 
quirement of approximately 4,300 Mcf due to pressure limitations which permit 
transportation of a maximum of 3,900 Mcf per day. Applicant estimates the 
winter peak day requirements during the 1956-1957 winter will be approximately 
5,200 Mcf in the area. The proposed facilities will provide a direct route for 
delivery of anticipated gas supplies from Tennessee Gas Transmission Com- 
pany and Applicant’s new Guernsey storage area. 

The estimated total overall capital cost of the proposed new facilities is 
$265,000. The estimated cost of retirement of existing facilities is $24,300 and 
salvage value is estimated at $21,000. The total credit to be fixed capital 
resulting from the proposed retirement is estimated to be $43,360. Funds for 
financing the proposed construction will be provided by Applicant’s parent 
company, The Columbia Gas System, Inc. 

The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in the State of Ohio, is engaged in the trans- 
portation of natural gas in interstate commerce, and the sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to 
the jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of August 21, 1945, in Docket No. G-371, 4 FPC 1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) The proposed abandonment of facilities and service hereinbefore described 
are permitted by the present and future public convenience and necessity, and 
permission therefor, and approval thereof should be granted as hereinafter 
ordered. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s General Rules and Regulations (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(5), above, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 
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(A) A certificate of public convenience and necessity be and the same hereby 
as issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this pro- 
‘ceeding, for the transportation and sale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a 
responsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s General Rules and 
Regulations is hereby fixed at 4 months from the date on which this order issues. 

(D) Permission for and approval of the abandonment by Applicant of the 
facilities and service hereinbefore described, all as more full described in the 
application in this proceeding, be and the same hereby is granted. 


Findings and order issuing certificate of public convenience and necessity 
Olin Gas Transmission Corp. 
Docket No. G-2448 


September 20, 1954 


On June 3, 1954, Olin Gas Transmission Corporation (Applicant), a Delaware 
corporation with its principal office in the Ouachita National Bank Building, 
Monroe, Louisiana, filed an application for a certificate of public convenience 
and necessity, pursuant to Section 7 of the National Gas Act, authorizing the 
construction and operation, just north of Baton Rouge, Louisiana, of certain 
natural gas interconnecting, metering, and regulating facilities for the transpor- 
tation and sale of natural gas to Gulf States Utilities Company (Gulf States), 
subject to the jurisdiction of the Commission, as described in the application on 
file with the Commission and open to public inspection. 

On July 6, 1954, Alsen Utilities Company, Inc. (Alsen Utilities) filed a petition 
for leave to intervene, opposing the instant application for authority to establish 
a delivery point to Gulf States, and requesting, among other things, an order 
providing for the substitution of Alsen Utilities in lieu of Gulf States as the 
company to be supplied natural gas for resale and distribution in the Alsen 
community area. On August 4, 1954, the Commission adopted an order per- 
mitting Alsen Utilities to become an intervener in this proceeding. 

On September 7, 1954, Gulf States filed a petition to intervene in support of 
the certificate application involved in this proceeding. On September 10, 1954, 
the Commission adopted an order permitting Gulf States to become an intervener. 

On September 13, 1954, Alsen Utilities filed a petition stating that it was 
withdrawing and abandoning its intervention in this proceeding, and requesting 
that its petition of intervention be duly ordered withdrawn and that the cer- 
tificate application as filed on June 3, 1954 be granted instanter, thereby per- 
mitting Applicant to establish a delivery point and supply gas to Gulf States 
for resale and distribution in the Alsen Community. 
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After due notice and pursuant to the Commission’s order adopted herein on 
August 4, 1954, a public hearing was held in Washington, D. C., on September 
15, 1954, respecting the matters involved in and the issues presented by the 
certificate application filed on June 3, 1954, and the aforementioned petitions 
filed by Alsen Utilities and Gulf States. Alsen Utilities having withdrawn and 
abandoned its intervention, no objection or protest to the granting of the appli- 
cation remained or was interposed at the time of the hearing. 

At the conclusion of the hearing on September 15, 1954, Commission Staff 
Counsel presented proposed findings and conclusions, which were concurred in by 
the Applicant. Thereafter, the Presiding Examiner certified the record to the 
Commission for decision, all participants at the hearing having joined in a motion 
that the intermediate decision procedure be omitted. 

The proposed facilities will enable Applicant to sell and deliver natural gas 
to Gulf States Utilities Company, as requested by that Company, for resale and 
distribution in the area known as the Alsen community. The cost of the pro- 
posed facilities, which is estimated at approximately $1,400, will be financed by 
Applicant from cash funds on hand. Applicant estimates that gas usage for 
the Alsen community will approximate 8,000 Mcf per year. 

The Commission finds: 

(1) Olin Gas Transmission Corporation (Applicant), a Delaware corporation 
having its principal place of business at Monroe, Louisiana, is engaged in the 
transportation and sale in interstate commerce of natural gas for resale for ul- 
timate public consumption and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its April 30, 1954 order in Docket No. G—2335. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing natural- 
gas pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered, upon the terms and conditions 
in the order, which terms and conditions are reasonable and required by public 
convenience and necessity. 

(5) The aforesaid petition filed on September 13, 1954, by Alsen Utilities to 
withdraw its intervention should be granted as hereinafter ordered. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Olin Gas Transmission Corporation (Applicant) to construct 
and operate the facilities hereinbefore described, all as more fully described in 
the application and record in this proceeding, for the transportation and sale 
of natural gas for resale as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and subject to the conditions of this order. 

(B) The certificate shall be accepted, in writing and under oath, by a re- 
sponsible official of Applicant, within 30 days next following the date of issuance 
of this order; and the general terms and conditions set forth in paragraphs (1), 
(2), (3) (i), (3) (iii), (8) (av), and (5) of Section 157.20 of the Commission’s 
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General Rules and Regulations (18 CFR 157.20) shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within whicl the facilities hereby authorized shall be con- 
structed and placed in actual »peration, as provided by Section 157.20 (2) of 
said General Rules and Regulations, is hereby fixed at four (4) months from the 
date on which this order issues. 

(D) The rates applicable to the sale of natural gas to Gulf States Utilities 
Company shall be those contained in Rate Schedule G-1 of Applicant’s FPC Gas 
Tariff, First Revised Volume No. 1, now in effect and on file with the Commis- 
sion, or those contained in changes thereof which the Commission may hereafter 
make or permit to become effective. 

(E) The aforesaid petition filed on September 13, 1954, by Alsen Utilities Com- 
pany, Inc., to withdraw its intervention, be and the same is hereby granted. 


Findings and order issuing certificate of public convenience and necessity 
Cumberland and Allegheny Gas Co. 
Docket No. G—2456 


September 20, 1954 


Cumberland and Allegheny Gas Company (Applicant), a West Virginia corpo- 
ration with its principal place of business at Pittsburgh, Pennsylvania, filed 
on June 7, 1954, an application for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, requesting authorization 
for the construction and operation of approximately 5.35 miles of 6-inch gas 
pipeline from a connection with its existing 10-inch line No. 8,000 in Warren 
District, Upshur County, West Virginia, to the City of Buckhannon, West 
Virginia, as described in said application on file with the Commission and open 
to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 10, 1954, respecting the matters involved and the issues presented 
by the application. No protest to said application has been received. 

The record shows that the proposed project is occasioned by reason of growing 
market demands and declining production of native gas, in and around the 
City of Buckhannon, which is presently being supplied by several gathering lines 
from Applicant’s Upshur County producing area. 

A 4-inch line of Applicant’s system now passes through the City of Buck- 
hannon and connects to its local distribution system. This 4-inch gathering line 
now supplying the City of Buckhannon is inadequate to meet the estimated 
1954-55 peak-day requirements at pressures sufficient to maintain satisfactory 
local service. Increasing the field pressure in order to maintain adequate service 
to Buckhannon has the effect of raising the wellbead, pressure and thereby 
restricting the production of gas in Upshur County where the production is 
already on the decline. 

The proposed new facilities would give Buckhannon a direct connection with 
Applicant’s main line No. 8,000 serving Cumberland, Maryland, and would be 
adequate to supply the estimated requirements of Buckhannon well beyond the 
1956-57 winter season. 
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The total estimated cost of the proposed facilities is $112,000 and will be 
financed by the issuance and sale of stock and notes to Applicant’s parent 
company, the Columbia Gas System, Inc., or out of other funds on hand. 

The Commission finds: 

(1) Cumberland and Allegheny Gas Company (Applicant) is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued January 5, 1944, in Docket No. G-—387, 
4F. P.C. 472. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) 
(18 CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Cumberland Allegheny Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion and exhibits appended thereto in this proceeding for the purposes therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (38) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 
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Findings and order issuing certificate of public convenience and necessity 
East Tennessee Natural Gas Co. 
Docket No. G-2459 


September 20, 1954 


East Tennessee Natural Gas Company (Applicant), a Tennessee corporation 
with its principal place of business near Knoxville, Tennessee, filed on June 14, 
1954, an application for a certificate of public convenience and necessity pursuant 
to the provisions of Section 7 of the Natural Gas Act, authorizing (1) the con- 
struction and operation of a physical connection together with a metering 
and regulating station on Applicant’s 16-inch main Topside-Bristol extension 
near Boyd’s Creek Community, Sevier County, Tennessee, and (2) the sale and 
delivery of up to 10 Mcf of natural gas per day on a firm basis and up to 225 
Mcf per day on an interruptible basis to the Corporation of Sevierville, Tennessee, 
for resale to Cherokee Textile Mills (Cherokee). 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
September 14, 1954, respecting the matters involved and the issues presented by 
the application. No protests to said application have been received. 

The record shows that Cherokee, now preparing to move its plant from 
Knoxville to Sevierville, Tennessee, has heretofore purchased up to 212 Mcf 
of natural gas per day on an interruptible basis from Applicant’s system through 
the Knoxville Utilities Board, an existing customer of Applicant. 

Applicant has agreed to deliver said gas to Sevierville under its filed G-3 and 
I-2 rates. 


The Corporation of Sevierville is authorized by the State of Tennessee to 


finance and construct 9% miles of 44-inch pipeline together with a metering 
station for the purpose of delivering the proposed gas to Cherokee. It is also 
indicated that such line may eventually be used to supply a general distribution 
system contemplated in Sevierville. 

The Commission finds: 


(1) East Tennessee Natural Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission, 7 FPC 5. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale for resale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) 
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of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and that the time 
within which construction of facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at three months from the date on 
which this order issues. 

(7) That any certificate issued herein should require Applicant to render the 
proposed service initially under its presently effective Rate Schedules G-3 and 
I-2, or any effective superseding rate schedule. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing East Tennessee Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, for the transportation and sale for resale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and (5) of Section 157.20 of 
the Commission’s Rules and Regulations shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities herein authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules and Regulations, is hereby fixed at three 
months from the date on which this order issues. 

(D) Applicant shall render the service herein authorized, initially under its 
presently effective Rate Schedules G-3 and I-2, as proposed, or any effective 
superseding rate schedule. 


Findings and order issuing certificate of public convenience and necessity 


North Central Gas Co. 
Docket No. G—2469 


September 20, 1954 


North Central Gas Company (Applicant) filed on June 28, 1954, which was 
supplemented on July 13, 1954, and August 23, 1954, an application, pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing Applicant to construct and operate the following described 
natural-gas facilities for the purpose of selling and delivering natural gas to an 
installation of the Department of the Army: 

(1) Approximately 5% miles of 4-inch gas transmission pipeline and %4 mile 
of 2-inch gas transmission pipeline, starting at a point on the Huntsman-North- 
port main transmission pipeline of Applicant, about 4%4 miles north of Sidney, Ne- 
braska, and extending in a westerly direction to a point near the southeast 
corner of the U. 8S. Army Housing Area, known as Ordville. 

(2) The establishment of a physical connection of the facilities described in 
(1) above, and the installation of all requisite metering and regulating 
equipment. 

The Commission, on July 28, 1954, without prejudice to future action, granted 
Applicant temporary authorization to construct and operate the requested facili- 
ties subject to Commission jurisdiction. 


468918—61- 90 
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Pursuant to Commission order and after due notice, a public hearing was held 
in Washington, D. C., on September 13, 1954, respecting the matters involved 
in, and the issues presented by the application and supplement thereto. No 
protest to the granting of the application has been received. 

The record shows that the facilities, subject to the jurisdiction of the Com- 
mission, proposed by the Applicant, will provide natural gas for the ordnance 
depot of the Department of the Army, and housing installations in the vicinity 
thereof. Applicant was authorized to construct and operate facilities at Docket 
No. G—1427 for the transportation of natural gas purchased from the Ohio Oil 
Company near Sidney, Nebraska. At Docket No. G-1427 it was stated that this 
gas would be utilized primarily for peaking purposes, and that Wyoming gas 
would be made available to Nebraska markets during summer periods. 

Applicant, in order to finance the project proposed, is borrowing $225,000. For 
the facilities to be constructed by the Applicant at the ordnance plant, the De- 
partment of the Army will pay Applicant 45 cents per Mcf until 1,400,000 Mcf 
has been delivered, after which time the price therefor will be 30 cents per Mctf. 
Applicant’s financing arrangement has been approved by the State Railway 
Commission of Nebraska, and the Public Service Commission of Wyoming. 

The Commission finds: 

(1) Applicant, a Wyoming corporation, is engaged in the transportation of 
natural gas in interstate commerce by means of its natural-gas pipelines and 
appurtenant facilities situated in the States of Wyoming and Nebraska, and 
extending across the boundaries thereof; and by such operations, North Central 
is engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order of 
February 23, 1943 in Docket No. G-380, 3 F. P. C. 925. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce as integral parts of Appli- 
cant’s existing pipeline system and the construction and operation thereof by 
Applicant are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of facilities by Applicant are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued and to the 
exercise of the rights granted thereunder and that the time within which con- 
struction of the facilities authorized by this shall be completed and in actual 
operation should be fixed at 4 months from the date on which the order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate facilities for the 
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transportation and sale of natural gas, all as more fully described in its appli- 
eation in this proceeding, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3), (i), (3), (iii), (3), (iv), amd (5) of Section 
157.20 of the Commission’s Rules of Practice and Procedure shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
Texas Eastern Transmission Corp. 
Docket No. G-2472 


September 20, 1954 















Texas Eastern Transmission Corporation (Applicant) filed, on July 1, 1954, 
an application, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing Applicant to construct and 
operate a natural gas pipeline consisting of approximately 26.5 miles of 16-inch 
pipe extending from Applicant’s Joaquin Compressor Station near Joaquin, 
Texas, to the Carthage Field in Panola County, Texas, and approximately 31.5 
miles of 20-inch pipe from the point of termination of said 16-inch pipeline in 
the Carthage Field to the terminus of Applicant’s 24inch pipeline near Long- 
view, Texas, together with necessary appurtenances thereto. 

Pursuant to Commission order and upon due notice, a public hearing was 
held in Washington, D. C., on September 15, 1954, respecting the matters in- 
volved in and the issues presented by the application. No protest to the grant- 
ing of the application has been received. 

The record shows that the proposed pipeline is required to transfer gas from 
Applicant’s Provident City, Texas-Lisbon, Louisiana, 24-inch pipeline to the 
Big Inch pipeline at Longview. The Provident City-Lisbon line now connects 
directly with Applicant’s 20-inch (Little Inch) line near Lisbon. Applicant 
presently has under contract along the Big Inch line from Longview to Little 
Rock, Arkansas, less gas than is needed to fill that line. At the same time 
it has available (and must take or pay for), along its line from Provident City 
to Lisbon, more gas than can be transported beyond Lisbon through the Little 
Inch line to Little Rock. Transfer of gas from one line to the other is pres- 
ently accomplished by an exchange of gas with United Gas Pipe Line Company 
(United Gas) and depends on operating conditions on the United Gas system. 
The proposed line would enable Applicant to transfer gas from the Little Inch 
system on a firm basis without having to be dependent on United. In the 
future the new line may also be used to carry Texas Eastern’s gas purchased 
in the Carthage Field in Texas to the Big Inch line at Longview. 

The facilities in question will cost an estimated sum of $3,269,000, and will 
be defrayed from funds on hand available to Applicant. 
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The Commission finds: 

(1) Texas Eastern Transmission Corporation, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is engaged in the trans- 
portation and sale for resale of natural gas in interstate commerce by means of 
its natural gas pipelines located in several states, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of October 10, 1947, Docket No. G-880, 6 
F, P. C. 148. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce as integral parts 
of Applicant’s existing pipeline system and the construction and operation 
thereof by Applicant are subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) Texas Eastern having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of facilities by Texas Eastern 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (8) (i), (3) (ii), (8) (iii), (3) 
(iv), and (5) of Section 157.20 of the Commission’s Rules of Practice and Pro- 
eedure (18 CFR 157.20) should attach to the certificate hereinafter issued, and 
to the exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to construct and operate facilities for 
the transportation and sale of natural gas, all as more fully described in its 
application in this proceeding, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (ii), (8) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The facilities hereby authorized shall be constructed and placed in 
actual operation by April 1, 1955. 


Findings and order issuing certificate of public convenience and necessity 
Trunkline Gas Co. 
Docket No. G—2509 
September 20, 1954 


Trunkline Gas Company (Trunkline), a Delaware corporation with its princi- 
pal place of business in Houston, Texas, filed on July 29, 1954, an application for 
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a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, for authorization to construct and operate an additional com- 
pressor station at Edna, Texas, on the Texas Supply Lateral of its pipeline, con- 
sisting of 1-6350 H. P. gas fired turbine-centrifugal compressor unit with all 
necessary auxiliary facilities required to operate said station. 

After due notice, pursuant to the Commission’s order issued herein on August 
13, 1954,.a public hearing was held in Washington, D. C., on September 9, 1954, 
respecting the matters involved and the issues presented by the application. No 
protest to the granting of the application has been received. 

The estimated cost of the Trunkline’s proposed facilities described above, is 
$1,563,800, which will be financed from funds on hand. 

The Commission finds: 

(1) Trunkline Gas Company, a Delaware corporation, having its principal 
place of business in Houston, Texas, is engaged in the transportation of natural 
gas in interstate commerce and the sale in interstate commerce of natural gas 
for resale for ultimate public consumption, and therefore is a “natural-gas com- 
pany” withing the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its May 4, 1950, order in Docket Nos. G—882, et al., 9 F. P. C. 721. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s existing pipeline system, and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations, of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been satis- 
fied, sufficient cause exists for the Commission forthwith to render its final de- 
cision in the instant proceeding. 

(5) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(6) Public conveniences and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificates hereinafter issued, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Trunkline Gas Company to construct and operate the facil- 
ities hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation and sale of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 


Algonquin Gas Transmission Co. 
Docket No. G—2523 
September 20, 1954 


Algonquin Gas Transmission Company (Algonquin), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, filed on August 4, 
1954, an application for a certificate of public convenience and necessity pur- 
suant to Section 7 (c) of the Natural Gas Act, authorizing increased delivery 
and sale of natural gas to The Connecticut Power Company (Connecticut), its 
existing customer. 

Algonquin proposes to increase deliveries to Connecticut from the presently 
authorized maximum of 1,940 Mcf per day to a maximum daily contract quan- 
tity of 2,600 Mecf. Delivery is proposed to be made through the existing fa- 
cilities interconnecting the two companies authorized in Docket No. G—1319. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 15, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Algonquin Gas Transmission Company, a Delaware corporation having 
its principal place of business in Boston, Massachusetts, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission In the Matter of Algonquin Gas Transmission Company, Opinion 
No. 206, at Docket No. G-1319, 10 F. P. C. 35. 

(2) The service hereinbefore described is subject to the jurisdiction of the 
Commission, subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(5) The proposed service by Applicant is required by the public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Algonquin Gas Transmission Company to sell and deliver 
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a maximum daily quantity of 2,600 Mcf of natural gas te The Connecticut 
Power Company as hereinbefore described, all as more fully described in the 
application in this proceeding, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commis- 
sion’s Rules of Practice and Procedure shall attach to the issuance of the cer- 


tificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 


Findings and order declaring eremption and rescinding in part orders granting 
rehearing and approving oral argument 


Consolidated Edison Company of New York, Inc. 
Docket Nos. G—1167, G—1604, and G-—2507 
September 21, 1954 


Consolidated Edison Company of New York, Inc. (Applicant) filed an applica- 
tion on July 28, 1954 for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof, and for an order dismissing and concluding 
the proceedings in Docket Nos. G—1167 and G—1604. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 


(1) Applicant is a New York corporation engaged in the transportation of 
natural gas and the distribution of mixed gas of which natural gas forms a 
component in the State of New York. 

(2) Applicant purchases out-of-state natural gas from Transcontinental Gas 


Pipe Line Corporation, taking delivery of such gas within the State of New 
York. 


(3) All of the natural gas so received by Applicant is ultimately distributed 
and consumed within the State of New York as mixed gas and all of Applicant’s 
facilities are located within the State of New York. 

(4) The Public Service Commission of the State of New York has certified to 
the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service, and facilities of Applicant. 

(5) The Commission has heretofore, by order issued October 31, 1949, and 
April 4, 1951, respectively, issued Applicant certificates of public convenience 
and necessity in Docket Nos. G-1167 and G—1604, and by orders issued Decem- 
ber 13, 1949 and June 1, 1951, inter alia, has granted Applicant rehearing and 
oral argument with respect to the certificate orders issued in such proceedings. 
No date for such argument has been fixed. 

The Commission finds: 

(1) Consolidated Edison Company of New York, Inc., is exempt from the 
provisions of the Natural Gas Act and the orders, rules, and regulations of 
this Commission issued pursuant thereto. 

(2) In view of the fact that Consolidated Edison Company of New York, Inc., 
is now exempt from the provisions of the Natural Gas Act, good cause exists 
to rescind the orders issued December 13, 1949, and June 1, 1951, insofar as 
such orders apply to Consolidated Edison Company of New York, Inc. 
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The Commission, therefore, orders: 
The orders issued December 13, 1949, and June 1, 1951, insofar as they granted 
rehearing and provided for oral argument with respect to the issues in Docket 


Nos. G-1167 and G—1604, be and the same hereby are rescinded, 8 F. P. C. 1360 
and 10 F. P. C. 876. 


Findings and order declaring eremption and rescinding in part orders granting 
rehearing and approving oral argument 


The Brooklyn Union Gas Co. 
Docket Nos. G—1171, G—1603, G-1615, and G—2516 


September 21, 1954 


The Brooklyn Union Gas Company (Applicant) filed application on August 2, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged in the transportation and 
distribution of natural gas in the State of New York. 

(2) Applicant purchases out-of-state natural gas from Transcontinental Gas 
Pipe Line Corporation and all of such natural gas is received by Applicant 
within the State of New York. 

(3) All the gas so received by Applicant is ultimately consumed within the 
State of New York and all of Applicant’s facilities are located within the State 
of New York. 

(4) The Public Service Commission of the State of New York has filed with 
the Federal Power Commission a certification that it has and is exercising 
regulatory jurisdiction over the rates, service, and facilities of Applicant. 

(5) The Commission has heretofore, by orders issued on October 31, 1949, 
April 4, 1951, and September 28, 1951, respectively, issued Applicant certificates 
of public convenience and necessity in Docket Nos. G—1171, G—1603, and G—1615, 
8 F. P. C. 345, 10 F. P. C. 876, 13884; and by orders issued December 13, 1949, June 
1, 1951, and November 28, 1951, has granted rehearing and oral argument, inter 
alia, with respect to the certificate orders issued in such proceedings. No date 
for such argument has been fixed. 

The Commission finds: 

(1) Brooklyn Union Gas Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules, and regulations of this Commission issued 
pursuant thereto. 

(2) In view of the fact that Brooklyn Union Gas Company is exempt from 
the provisions of the Natural Gas Act, good cause exists to rescind the orders 
issued December 13, 1949, June 1, 1951, and November 28, 1951, insofar as such 
orders apply to Brooklyn Union Gas Company. 

The Commission, therefore, orders: 

The orders issued December 13, 1949, June 1, 1951, and November 28, 1951, 
insofar as they granted rehearing and provided for oral argument with respect 
to the issues in Docket Nos. G—-1171, G—1603, and G-1615, be and the same hereby 
are rescinded. 
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Findings and order declaring eremption and allowing withdrawal of application 
The Peoples Natural Gas Co. 
Docket Nos. G-1515 and G—2531 


September 21, 1954 


The Peoples Natural Gas Company (Applicant) filed an application on August 
5, 1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. On the same date, Applicant filed a petition for with- 
drawal of application in Docket No. G-1515. 

Upon the basis of the application and the petition filed, the exhibits appended 
thereto, and the files of the Commission, it appears that: 

(1) Applicant is a Pennsylvania corporation engaged, inter alia, in the trans- 
mission, sale and distribution of natural gas in the State of Pennsylvania. 

(2) Applicant purchases interstate natural gas from Hope Natural Gas Com- 
pany, Texas Eastern Transmission Corporation, Tennessee Gas Transmission 
Company, and New York State Natural Gas Corporation, receiving such gas at 
various points, all of which are located within the State of Pennsylvania. 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Pennsylvania, and all of Applicant’s facilities are located 
within the State of Pennsylvania. 

(4) The Pennsylvania Public Utility Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

(5) Applicant has on file with the Federal Power Commission an application 
in Docket No. G—1515, filed on October 19, 1950, and supplement thereto filed May 
17, 1951, for a status determination. 

The Commission finds: 

(1) The Peoples Natural Gas Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules, and regulations of the Commission issued 
pursuant thereto. 

(2) Good cause exists to allow withdrawal of the application in Docket No. 
G-1515, on the ground that the Commission no longer has jurisdiction over the 
operations and facilities described or proposed in such application in view of 
the provisions of Section 1 (c) of the Natural Gas Act and of the filing of its 
application for exemption in Docket No. G—2531. 

The Commission, therefore, orders: 

The Peoples Natural Gas Company be and it hereby is permitted to withdraw 
its application filed with the Commission on October 19, 1950, in Docket No 
G--1515, and the supplement thereto, filed on May 17, 1951. 


Findings and order permitting and approving abandonment 
New York State Natural Gas Corp. 
Docket No. G—2474 


September 21, 1954 


New York State Natural Gas Corporation (Applicant), a New York corpora- 
tion with its principal place of business in Pittsburgh, Pennsylvania, filed, on 
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July 2, 1954, an application for authorization, pursuant to Section 7 (b) of the 
Natural Gas Act, to abandon and remove its 3,080-horsepower Leidy Compressor 
Station in the Leidy Field, Clinton County, Pennsylvania. 

The Leidy Compressor Statioin was certificated by order of the Commission 
issued October 31, 1951, in Docket No. G-1770, 10 F. P. C. 1475, to be used to 
withdraw natural gas from the Leidy Field. Applicant represents that the 
abandonment is necessitated by exhaustion of natural gas supplies from the 
Leidy Field and that the Leidy Compressor Station ceased operating on Febru- 
ary 17, 1954. Applicant further states that the abandonment will result in 
no curtailment of service, either in Applicant’s own production, in purchases 
from others, or in the sales of natural gas in intrastate or interstate commerce 
as remaining facilities are adequate to produce and transport the production 
remaining in the Leidy Field. 

Applicant estimates the net salvage value of the compressor station to be 
$595,009 with concomitant annual savings in operating expenses and fixed charges 
of $114,000 and $16,000 respectively. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 9, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a New York corporation with its principal place of business 
in Pittsburgh, Pennsylvania, owns and operates, among other facilities, a natural- 
gas transmission system located in the states of Pennsylvania and New York, 
by operation of which Applicant is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 27, 1942, in Docket No. G-312, 3 F. P. C. 
844. 

(2) The facilities proposed to be abandoned and removed, as heretofore de- 
scribed, are used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by Applicant is subject to the requirements of subsection (b) of Sec- 
tion 7 of the Natural Gas Act. 

(3) The available supply of natural gas is depleted to the extent that con- 
tinuance of operation of the facilities heretofore described is unwarranted, and 
the public convenience and necessity permits the abandonment, and an order 
permitting and approving the same should be issued as hereinafter ordered. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 


(A) Applicant be and it is hereby granted permission and approval to aban- 
don and remove its Leidy Compressor Station as hereinbefore described. 

(B) Applicant shall report to the Commission, in writing and under oath, the 
date on which the Leidy Compressor Station is abandoned and removed as 
authorized in paragraph (A) hereof. 
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Declaration of exemption 
The Connecticut Gas Co. 
Docket No. G-—2508 


September 21, 1954 





























The Connecticut Gas Company (Applicant) filed an application on July 29, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the business of transporting, dis- 
tributing and selling for resale natural gas in the State of Connecticut. 

(2) Applicant purchases interstate natural gas from Northeastern Gas Trans- 
mission Company and Algonquin Gas Transmission Company at points within 
the State of Connecticut. 

(3) All of the natural gas so received is ultimately consumed within the State 
of Connecticut and all of Applicant’s facilities are located within said State. 

(4) The Connecticut Public Utilities Commission has certified that it has and 
is exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

The Connecticut Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 


Declaration of exemption 
The Pavilion Natural Gas Co. 


Docket No. G-2510 


September 21, 1954 





















The Pavilion Natural Gas Company (Applicant) filed an application on July 
30, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged in transporting distributing 
and selling for resale natural gas in the State of New York. 

(2) Applicant purchases interstate natural gas from New York State Natural 
Gas Corporation receiving such gas at three points within the State of New 
York. 

(3) All of the gas received by Applicant is ultimately consumed within the 
State of New York and all of Applicant’s facilities are located within said State. 

(4) The Public Service Commission of New York has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

The Pavilion Natural Gas Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 
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Declaration of eremption 
Michigan Gas & Electric Co. 
Docket No. G—2518 


September 21, 1954 


Michigan Gas & Electric Company (Applicant) filed an application on August 
2, 1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Michigan corporation engaged in the distribution and sale 
of natural gas in the State of Michigan. 

(2) Applicant purchases interstate natural gas from Michigan Wisconsin Pipe 
Line Company and receives such gas at two delivery points, both of which are 
located within the State of Michigan. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Michigan and all of Applicant’s facilities are located within said State. 

(4) The Michigan Public Service Commission issued a certificate on July 16, 
1954, certifying that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Michigan Gas & Electric Company is exempt from the provisions of the Nat- 
ural Gas Act and the orders, rules, and regulations of this Commission issued 
pursuant thereto. 


Declaration of exemption 
Corning Natural Gas Corp. 
Docket No. G—2525 


September 21, 1954 


Corning Natural Gas Company (Applicant) filed an application on August 4, 
1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a New York corporation and engaged in the transportation 
of interstate natural gas to points of distribution in the State of New York. 

(2) Applicant purchases interstate natural gas from North Penn Gas Com- 
pany, New York State Natural Gas Corporation, and Home Company. 

(3) All natural gas purchased by Applicant is received at points located with- 
in the State of New York and all of Applicant’s facilities are located within 
said State. 

(4) The Public Service Commission of New York has certified to the Fed- 
eral Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Corning Natural Gas Corporation is exempt from the provisions of the Nat- 
ural Gas Act and the orders, rules, and regulations of this Commission issued 
pursuant thereto. 
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Declaration of exemption 
Allied Gas Co. 
Docket No. G-2527 


September 21, 1954 


Allied Gas Company (Applicant) filed an application on August 5, 1954, for 
exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in the business of transport- 
ing, selling, and distributing natural gas in the State of Illinois. 

(2) Applicant purchases interstate natural gas from Texas-Illinois Natural 
Gas Pipeline Company for its Paxton Division, and from Natural Gas Pipeline 
Company of America for its Rochelle Division, at points within the State of 
Illinois. 

(3) All natural gas received by Applicant is ultimately consumed within the 
State of Illinois and all of Applicant’s facilities are located within the said 
State. 

(4) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Allied Gas Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules, and regulations of this Commission issued pursuant 


thereto. 
Declaration of eremption 
The East Ohio Gas Co. 
Docket No. G—2532 


September 21, 1954 


The East Ohio Gas Company (Applicant) filed an application on August 6, 
1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 


Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 


(1) Applicant is an Ohio corporation engaged in transporting and distributing 
natural gas in the State of Ohio. 

(2) Applicant purchases interstate natural gas from Panhandle Eastern Pipe 
Line Company, Texas Eastern Transmission Corporation, Hope Natural Gas 
Company, Tennessee Gas Transmission Company and New York State Natural 
Gas Corporation, such gas being received at various points all within the State 
of Ohio. 

(3) All of the natural gas received by Applicant is ultimately consumed within 


the State of Ohio and all of Applicant’s facilities are located within the said 
State. 
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(4) The Public Utilities Commission of Ohio has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

The East Ohio Gas Company is exempt from the provisions of the Natural 
yas Act and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Declaration of exemption 
Public Service Company of North Carolina, Inc. 
Docket No. G—2533 
September 21, 1954 


Public Service Company of North Carolina (Applicant) filed an application 
on August 6, 1954, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a North Carolina corporation engaged in the business of 
transporting, selling, and distributing natural gas in the State of North Carolina. 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation and Piedmont Natural Gas Company at points within the 
State of North Carolina. 

(3) All the natural gas received by Applicant is ultimately consumed within 
the State of North Carolina and all of Applicant’s facilities are located within 
the said State. 

(4) The North Carolina Utilities Commission filed a certificate with the Fed- 
eral Power Commission certifying that it has and is exercising regulatory juris- 
diction over the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Public Service Company of North Carolina is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Declaration of eremption 
Union Gas & Electric Co. 
Docket No. G-2540 


September 21, 1954 


Union Gas & Electric Company (Applicant) filed an application on August 
11, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in transporting, selling and 
distributing natural gas in the State of Illinois 

(2) Applicant purchases interstate natural gas from Texas Illinois Natural 
Gas Pipeline Company in Platt County, Illinois, and transports such gas 
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through its lines to its gas plant at Bloomington, Illinois, for distribution to 
the Cities of Bloomington and Normal, Illinois 

(3) All natural gas received by Applicant is ultimately consumed within 
the State of Illinois and all of Applicant’s facilities are located in said State 

(4) The Illinois Commerce Commission issued a certificate on July 28, 1954, 
certifying that it has and is exercising regulatory jurisdiction over the 
rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Union Gas & Electric Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 


Declaration of exemption 
Michigan Gas Utilities Co. 
Docket No. G-2567 


September 21, 1954 


Michigan Gas Utilities Company (Applicant) filed an application on August 
23, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Michigan corporation engaged in the business of trans- 
porting, selling and distributing natural gas in the State of Michigan 

(2) Applicant purchases interstate natural gas from Panhandle Eastern 
Pipe Line Company and Michigan-Wisconsin Pipe Line Company, receiving 
such gas at various points all of which are located within the State of 
Michigan 

(3) All natural gas received by Applicant is ultimately consumed within 
the State of Michigan and all of Applicant’s facilities are located within said 
State 

(4) The Michigan Public Service Commission has certified that it has and 
is exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Michigan Gas Utilities Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 


Declaration of exemption 
Alabama Gas Corp. 
Docket No. G—2575 


September 21, 1954 


Alabama Gas Corporation (Applicant) filed an application on August 25, 1954, 
for exemption from the provisions of the Natural Gas Act pursuant to Section 2 
(e) thereof. 
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Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the business of purchasing, trans- 
porting and selling natural gas for resale to forty-seven municipalities for distri- 
bution in the State of Alabama. 

(2) Applicant purchases interstate natural gas from Southern Natural Gas 
Company and receives such gas within the State of Alabama. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Alabama and all of Applicant’s facilities are located within said State. 

(4) The Alabama Public Service Commission has certified that it has and is 
exercising regulatory jurisdiction over the rates, services and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Alabama Gas Corporation is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Declaration of exemption 
Central Hudson Gas & Electric Corp. 
Docket No. G-2577 


September 21, 1954 


Central Hudson Gas & Electric Corporation (Applicant) filed an application 
on August 26, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged, inter alia, in transporting, 
selling and distributing natural gas in the State of New York. 

(2) Applicant purchases interstate natural gas from Home Gas Company, 
receiving such gas at a point within the State of New York. 

(3) All the natural gas so received is ultimately consumed within the State 
of New York and all of Applicant’s facilities are located within the said States. 

(4) The Public Service Commission of the State of New York has certified 
to the Federal Power Commission that it has and is exercising regulatory juris- 
diction over the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Central Hudson Gas & Electric Corporation is exempt from the provisions of 
the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Order revising Article 36 of license (major) 
The City of Seattle 


Project No. 553 


September 22, 1954 


Request was filed April 13, 1954, by The City of Seattle, Washington, licensee 
for major Project No. 553, for revision of Article 36 of the license for the project 
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pertaining to flood control operation of Ross Reservoir so as to reflect therein 
revised detail regulations for use of flood control storage prepared by the United 
States Corps of Engineers. 

The Corps of Engineers has reported that the revision is the result of studies 
made by its Seattle District in the State of Washington and has been mutually 
agreed to by the licensee and the Corps. 

The Commission finds: 

It is in the public interest to revise Article 36 of the license for Project No. 
553 in conformity with the above-mentioned detail regulations. 

The Commission orders: 

(A) Article 36 of The City of Seattle’s license for Project No. 553 is hereby 
revised to read as follows: 

Article 36: The Licensee shall reserve a maximum of 120,000 acre-feet of 
storage space in Ross Reservoir for flood control during the period October 1 to 
March 15. The required storage space, if not previously obtained through power 
withdrawals, shall be provided by drawing down the reservoir at a rate equal- 
ling or exceeding a uniform draw-down rate from zero on October 1 to 60,000 
acre-feet on November 15 and similarly drawing down, but at a more rapid rate 
to provide the full 120,000 acre-feet on December 1, with the reservoir level at 
elevation 1,589.4 feet. Whenever the United States Weather Bureau forecasts 
that the discharge at the gaging station near Concrete will equal or exceed 90,- 
000 second-feet in eight hours on a rising stage of a flood, the Licensee shall, 
as a maximum, release only such flows from Ross Dam as are necessary to the 
normal production of electric energy at the Ross, Diablo and Gorge plants, but 
not more than a mean daily discharge of 5,000 second-feet, plus or minus 20 
percent allowance for operational latitude. If the reservoir pool should reach 
the elevation of 1,600 feet before the flood recession occurs, the gates shall be 
operated to induce maximum surcharge storage to effect maximum reduction 
of discharge downstream. If surcharge storage is induced, it shall be main- 
tained as long as possible, or until flood recession occurs. After flood recessiou 

starts, releases from Ross Reservoir shall be increased until discharge equals 
inflow. Storage shall be evacuated as rapidly as possible without endangering 
downstream installations as soon as the discharge at Concrete recedes to 90,000 
second-feet and a falling trend is forecast. “Details of Regulation for Use of 
Storage Allocated for Flood Control in Ross Reservoir, Skagit River, Wash- 
ington (Revised March 15, 1954)” is incorporated by reference as a part of this 
article. 

(B) This order shall become final within 30 days from the date of its issu- 
ance unless application for rehearing shall be filed as provided by Section 313 
(a) of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this instrument. In acknowledgment of the acceptance 
of this instrument, it shall be signed for the licensee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 
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Order denying application for preliminary permit and petition to intervene 


Puget Sound Power & Light Company and Public Utility District No. 1 
of Douglas County, Washington 


Projects Nos. 2148 and 2149 


September 22, 1954 * 


On March 17, 1954, Puget Sound Power & Light Company, of Seattle, Wash- 
ington, filed a petition to intervene in the proceeding involving application for 
preliminary permit under the Federal Power Act filed January 12, 1954 by 
Public Utility District No. 1 of Douglas County, Washington, for proposed 
Project No. 2149 at the Wells site on the Columbia River, in Chelan, Douglas, 
and Okanogan Counties, Washington. 

The petitioner is applicant for preliminary permit for proposed Project No. 2148 
at the Wells site. The application, filed December 23, 1953, covers a hydroelectric 
development substantially similar to the development proposed in the applica- 
tion for Project No. 2149. 

The petition states that the petitioner is engaged in business in the western 
portion of the State of Washington as an electric public utility and owns and 
operates several electric generating plants and an extensive system of trans- 
mission and distribution lines, by means of which it distributes and sells the 
output of said plants to the public in the western portion of the State. 

In recommending that the Commission deny the District’s application for 
permit and grant its own conflicting application, the petitioner alleges, among 
other things, that: the District has no present financial ability to prosecute 
studies and surveys required under a permit or to construct the Wells project; 
if constructed in accordance with the District’s application, proposed Project 
No. 2149 would produce energy greatly in excess of present or future needs of 
the District, yet construction of a smaller project would not conserve and utilize 
in the public interest the water resources of the region as required by the Federal 
Power Act; and application for preliminary permit for proposed Project No. 
2148 was filed by the petitioner twenty days prior to the District’s conflicting 
application. 

The permit, if issued to the District, could not authorize construction of Proj- 
ect No. 2149. The permit would be for the sole purpose of maintaining priority 
of application for a license under the Federal Power Act. Moreover, under the 
provisions of Section 7 (a) of the Act, the Commission must give preference to 
applications by States and municipalities where the plans for a development are 
deemed by the Commission equally well adapted, or shall be made equally well 
adapted, to conserve and utilize in the public interest the water resources of the 
region. 

The Commission finds: 

(1) As a municipal corporation, Public Utility District No. 1 of Douglas 
County, Washington, is entitled to be given preference under the Federal Power 
Act in the issuance of a preliminary permit. 

(2) In the circumstances, the pending application for preliminary permit 


for proposed Project No. 2148 and the aforementioned petition to intervene 
should be denied. 


The Commission orders: 


(A) Puget Sound Power & Light Company’s application for preliminary 
permit for proposed Project No. 2148 is hereby denied. 


*Intervention granted by order issued November 10, 1954, infra, p. 1511. 
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(B) Puget Sound Power & Light Company’s petition to intervene in the pro- 
ceeding on the application for preliminary permit filed by Public Utility District 


No. 1 of Douglas County, Washington, for proposed Project No. 2149 is hereby 
denied. 


Order issuing preliminary permit 
Public Utility District No. 1 of Douglas County, Washington 
Project No. 2149 
September 22, 1954* 


Application was filed January 12, 1954, by Public Utility District No. 1 of 
Douglas County, Washington, of Bridgeport, Washington, for a preliminary 
permit under the Federal Power Act (hereinafter referred to as the Act) for 
proposed Project No. 2149 to be located on the Columbia River, navigable waters 
of the United States, in Chelan, Douglas, and Okanogan Counties, Washington, 
and affecting Indian Tribal lands and public lands of the United States. 

As described in the application, the proposed project, which would be located 
at the Wells site, would consist of a concrete dam near the Town of Azwell 
composed of non-overflow, spillway, intake and powerhouse sections; a reservoir 
extending about 29 miles upstream to the tail water of Chief Joseph Dam now 
under construction by the United. States; a powerhouse having an initial in- 
stallation of eight generators totaling 392,000 kilowatts of capacity with provision 
for an ultimate installation of 12 generators totalling 588,000 kilowatts of ca- 
pacity ; and appurtenant facilities. The power generated would serve the loads 
of public agencies and municipalities including the load of the interconnected 
system of the Northwest Power Pool. 

The proposed project involves a plan essentially the same as one proposed 
by the United States Corps of Engineers for the Wells site and with the plans 
deseribed in a conflicting application for preliminary permit filed on December 
23, 1953, by Puget Sound Power & Light Company, docketed in the Commission 
as Project No. 2148. In view of its application, the latter company filed a 
petition to intervene in this proceeding on Project No. 2149. The Commission 
is acting on Puget Sound Power & Light Company’s application for permit and 
petition to intervene in a separate order. 

The Wells project proposed by the Corps of Engineers, as contained in the 
Review Report on Columbia River and Tributaries (House Document 531 81st 
Congress, 2d Session), is a multiple-purpose development which forms a part 
of the coordinated plan for comprehensive development of the main stem of the 
Columbia River. The Wells site with a pool at elevation 767 feet would develop 
the head between the proposed Rocky Reach pool and Chief Joseph Dam tail- 
water, now under construction. 

The Chief of Engineers, Department of the Army, has reported to the Com- 
mission that the proposed project would be located at the Wells site where the 
Corps of Engineers considered a project for some future time, as stated above, 
and suggests that the applicant for Project No. 2149 should obtain sufficient 
stream profiles and cross sections during the survey so that it would be able 
to determine the backwater effect of its proposed project on the Corps’ Chief 
Joseph Project. 


*Rehearing granted by order issued November 10, 1954, infra, p. 1511. 
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The Assistant Secretary of the Interior, in commenting on the application 
for the proposed project, recommends that if a preliminary permit is granted, 
the permittee should obtain permission from the Coleville Indian Tribal Council 
prior to conducting surveys on tribal lands, and that negotiations to determine 
the extent of damage be conducted under supervision of the Bureau of Indian 
Affairs, and requested the inclusion in the permit of a stipulation in the interest 
of fish and wildlife and recreation substantially as hereinafter provided. 

The Fish Commission of Oregon, the Oregon State Game Commission, and 
the Department of Fisheries, State of Washington, have asked that the permit 
for Project No. 2149 not be granted on the grounds that the proposed project 
would have detrimental effects on the fishery resources of the region; that other 
sites in the Columbia basin which would be less detrimental to fishery values 
should be developed prior to the Wells site; that construction of Project No. 
2149 be delayed pending results of studies on fish passage at dams; and that 
financing of these studies should be borne by the applicant. 

Under the provisions of Section 7 (a) of the Federal Power Act, the Com- 
mission is required to give preference to applications by States or municipalities 
for preliminary permits or licenses where no preliminary permit has been issued, 
provided the plans are deemed by the Commission equally well adapted, or shall 
within a reasonable time to be fixed by the Commission be made equally well 


adapted, to conserve and utilize in the public interest the water resources of 
the region involved. 


The Commission finds: 

(1) Public Utility District No. 1 of Douglas County, Washington, is a municipal 
corporation organized under the laws of the State of Washington, and as such 
is entitled to be given preference under the Federal Power Act in the issuance 
of a preliminary permit. 

(2) Public notice of the application has been given as required by the Act. 
Except as mentioned above, no protests or conflicting application is before 
the Commission. 

(3) No reason is apparent at this time for construction of the proposed 
project by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Utility District No. 1 of 
Douglas County, Washington (hereinafter referred to as the Permittee), for 
a period of three years, effective as of September 1, 1954, for the sole purpose 
of maintaining priority of application for license for proposed Project No. 2149 
to be located upon navigable waters of the United States, and affecting Indian 
Tribal land and public lands of the United States, subject to the terms and 
conditions of the Act which is hereby incorporated by reference as a part of 
this permit, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1808, entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer, San Francisco, California, or to such other officer as the Commission 
may designate accurate statements of the work accomplished during the period 


and of the work contemplated under the preliminary permit for the ensuing 
period. 
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Article 10. The Permittee shall cooperate with Washington Department of 
Fisheries, Washington Department of Game, Fish Commission of Oregon, Oregon 
State Game Commission, and the U. 8. Fish and Wildlife Service, in formulating 
design criteria for fishways and other facilities which may be considered neces- 
sary for inclusion in the project in the interest of fish and wildlife preservation. 

Article 11. The Permittee shall cooperate with the Washington State Parks 
and Recreation Commission and the National Park Service in planning such 
recreational benefits as the project may provide. 

Article 12. The Permittee shall obtain permission from the Coleville Indian 
Tribal Council prior to conducting surveys or investigations on tribal lands, and 
shall furnish to the Tribe copies of all surveys and investigations involving 
tribal lands. Negotiations to determine extent of damages shall be conducted 
under supervision of the Bureau of Indian Affairs. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgement of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 













































Order issuing license (major) 
The Fall River Power Co. 
Project No. 2053 


September 28, 1954 





Application was filed June 12, 1950, and later supplemented, by The Fall River 
Power Company, of Idaho Springs, Colorado, for a license under the Federal 
Power Act (hereinafter referred to as the Act) for constructed major Project 
No. 2053, located on Fall River, a tributary of Clear Creek in Clear Creek 
County, Colorado, and affecting unsurveyed lands of the United States within 
the Arapaho National Forest. 

The project—formerly designated minor Project No. 476, and license for which 
expired November 23, 1949—occupies 32.4 acres of lands of the United States 
and consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary or the limits of which are otherwise defined, and/or interest in such 
lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the applicant or by the United 
States; such project area and project boundary being more specifically shown 
and described by a certain exhibit which formed part of the application for 
license and which is designated and described as follows: 

Exhibit K: (FPC No. 2053-3) Map showing project boundary and project 
lands filed February 24, 1953, and revised in accordance with applicant’s letter 
dated June 30, 1954. 

(b) Principal structures, comprising a small concrete diversion dam about 15 
feet high ; a conduit comprised of about one mile of wooden pipe and about one 
mile of steel pipeline; a steel penstock about 500 feet long; a powerhouse con- 
taining two 500-horsepower impulse water wheels connected to two 300-kilowatt 
generators; and appurtenant electrical and mechanical facilities; the location, 
nature, and character of which are more specifically shown and described by the 
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exhibit hereinbefore cited and by certain other exhibits which also formed part 
of the application for license and which are designated and described as follows: 

Hohibit L: (FPC Nos. 2053-4 and -5) Two sheets filed July 1, 1954, showing 
details of the dam, penstock, and powerhouse, except for the capacity of the water 
wheels stated thereon. 

Evhibit M: One typewritten sheet, giving a general description of the generating 
and mechanical equipment, filed February 24, 1953. 

(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the 
project or any part thereof, whether located on or off the project area, if and to 
the extent that the inclusion of such property as part of the project is approved 
or acquiesced in by the Commission; also, all riparian or other rights, the use 
or possession of which is necessary or appropriate in the maintenance or operation 
of the project. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Arapaho National Forest, has reported favorably on the 
application. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application, subject to the imposition in the license 
of a stipulation in the interest of fish and wildlife resources substantially as 
hereinafter provided. 

The Colorado Water Conservation Board has reported that it offers no 
protest against the approval of the application. 

The Colorado State Game and Fish Department and the Public Utilities Com- 
mission of Colorado were notified of the filing of the application. 

Applicant proposes to construct in connection with the project transmission 
lines to nearby mines. 

The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Colorado and has submitted statisfactory evidence of compliance with the re- 
quirements of all applicable State laws insofar as necessary to effect the purposes 
of a license for the project. 

(2) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(3) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(4) The project occupies 32.4 acres of lands of the United States. 

(5) The issuance of a license for the project as hereinafter provided will 
not interfere or be inconsistent with the purposes for which the Arapaho Na- 
tional Forest was created or acquired. 

(6) Under present circumstances and conditions and upon the terms and 
conditions hereinafter imposed, the project is best adapted to a comprehensive 
plan for the improvement and utilization of water-powered development, and 
for other beneficial public uses, including recreational purposes. 

(7) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 800 horsepower, and the energy generated thereby will be 
used for mining operations in mines owned by the applicant and possibly by 
others in the locality of the project. 
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(8) The amount of annual charges to be paid under the license for the pur- 
poses of reimbursing the United States for the costs of administration of Part 
I of the Act, and for recompensing it for the use, occupancy, and enjoyment 
of its lands is reasonable as hereinafter fixed and specified. 

(9) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project. 

(10) It is desirable to reserve for future determination the question of what 
transmission lines, if any, which may be constructed by the licensee in con- 
nection with the project, shall be included in the license. 

The Commission orders: 

(A) This license is issued to The Fall River Power Company under Section 
4 (e) of the Act for a period of 20 years, effective as of November 24, 1949, 
for the operation and maintenance of Project No. 2053 affecting lands of the 
United States within the Arapaho National Forest, subject to the terms and 
conditions of the Act which is incorporated by reference as a part of this 
license, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-1, 14 F. P. C. 562, December 15, 1953, entitled “Terms and Conditions 
of License for Constructed Major Project Affecting Lands of the United States”, 
except for Article 20 thereof, which terms and conditions are attached hereto 
and made a part hereof; and subject to the following special conditions set 
forth herein as additional articles: 

Article 24. The Commission reserves the right to determine at a later date 
what transmission lines, if any, which may be constructed by the Licensee 
in connection with the project described herein, shall be included in the license. 

Article 25. The Licensee shall construct, maintain, and operate such pro- 
tective devices and comply with such reasonable modifications of the project 
structures and operation of the project in the interest of fish and wildlife 
resources aS may be prescribed hereafter by the Commission upon the recom- 
mendation of the Secretary of the Interior. 

Article 26. The Licensee shall pay to the United States the following annual 
charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the installed 
capacity (800 horsepower), plus two and one-half (214) cents per 1,000 kilowatt- 
hours of gross energy generated by the project during the calendar year for 
which the charge is made. 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, exclusive of those used for transmission- 
line right-of-way, $64.80. 

(C) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 


FEDERAL POWER COMMISSION 


Order further amending license (major) 
Oroville-Wyandotte Irrigation District 
Project No. 2088 


September 23, 1954 


Application was filed December 29, 1952, and later supplemented, by Oroville- 
Wyandotte Irrigation District, licensee for major Project No. 2088, located on the 
South Fork of Feather River and Slate and Lost Creek in Butte, Plumas, 
Sierra, and Yuba Counties, California, and affecting navigable waters and lands 
of the United States within the Plumas National Forest for amendment of the 
license for the project as hereinafter specified which will affect lands of the 
United States within the Plumas National Forest in Butte County, California. 

The application seeks amendment of the license to include therein additional 
project works, to be known as the Ponderosa Dam and Forbestown Afterbay, 
and consisting of a concrete arch dam across South Fork of Feather River, to 
be located near the center of sec. 33, T. 20 N., R. 6 E., and below the Forbestown 
Power Plant, and rising from streambed at Blev. 887 to spillway crest at Elev. 
955, and forming a reservoir with about 4,250 acre-feet gross capacity, and 
an effective pondage capacity of about 1,250 acre-feet. 

Applicant by letter dated May 19, 1954, requested revision of Exhibits J 
(FPC 2088-1) and K-1 (FPC 2088-2) now part of the license for the project 
to reflect the addition of the Ponderosa Dam and Forbestown Afterbay. Appli- 
cant also informed the Commission that owing to the location selected for the 
afterbay to the Ponderosa Dam site, and also due to minor change in elevation 
datum, Forbestown power plant will be about 25 feet lower in elevation than 
now indicated by Exhibit L-14 (FPC 2088-21) now part of the license for the 
project. 

Applicant states that the proposed reservoir is necessary and desirable in the 
interest of public safety and to smooth out and regulate the irregular and rapid 
fluctuations of discharge from Forbestown power plant; and that Ponderosa 
Dam will serve as the diversion point of the District’s new high-line canal which 
will convey part of the water supply conserved by upstream reservoirs to the 
higher portions of the District for domestic, irrigation, and other beneficial 
public purposes. 

The effects of the amendment, among others, will be to increase the area of 
lands in the United States occupied by the project from 2,732 acres to 2,899.5 
acres and to increase the annual charge for the use, occupancy, and enjoyment 
of such lands from $5,464.00 to $5,799.00. 

The Secretary of the Army and the Chief of Engineers have approved the 
plan of the project structure insofar as the interests of navigation are concerned. 

The Under Secretary of Agriculture, acting for the Secretary of Agriculture, 
who has supervision over the Plumas National Forest, has reported favorably 
on the application, subject to the insertion in the license of certain conditions 
substantially as hereinafter provided. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has reported favorably on the application subject to the insertion in the license 
of certain conditions agreed to by the Department of Fish and Game of the 
State of California and the United States Fish and Wildlife Service substan- 
tially as hereinafter provided. 

The Governor’s Office, State of California, has reported that the Department 
of Public Works, State of California, has no objection to the proposed 
construction. 
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The Department of Fish and Game of the State of California in commenting 
on the application suggested the insertion in the license of certain conditions 
substantially as hereinafter provided in accordance with terms of an agreement 
concluded and signed by the Department and the applicant on March 27, 1952. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Plumas National Forest 
was created or acquired. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The annual charges to be paid under the license, as further amended, 
for the purpose of recompensing the United States for the use, occupancy, and 
enjoyment of its lands are reasonable as hereinafter fixed. 

(4) Exhibit L-15 (FPC 2088-22) showing the additional works and filed as 
part of the application and revised Exhibits J (FPC 2088-1) and K-1 (FPC 
2088-2) conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project. 

(5) The licensee should submit for Commission approval a revised Exhibit 
L-14 drawing of the Forbestown powerhouse to show the modifications, addi- 
tions, and omissions resulting from the inclusion in the license of Ponderosa 
Dam and Forbestown Afterbay as provided in Article 45 of the license. 

The Commission orders: 

(A) Exhibit L-15 (FPC 2088-22) and revised exhibits J (FPC 2088-1) and 
K-1 (FPC 2088-2) are approved as part of the license for the project. 

(B) The license for Project No. 2088—which was issued to Oroville- 
Wyandotte Irrigation District on July 21, 1952, became effective August 1, 1952, 
and was subsequently amended—is hereby further amended, effective as of 
September 1, 1954, to provide for the inclusion therein of the Ponderosa Dam 
and Forbestown Afterbay; an increase in the area of lands of the United States 
occupied by the project and consequently an increase in the annual charges; 
the incorporation in the license of certain exhibits showing the said changes 
and the project lands; and the submission for Commission approval of a revised 
Exhibit L-14 drawing ; said amendment being: 

PARAGRAPH I. Paragraph (a) of the license—describing the lands consti- 
tuting the project area and enclosed within the project boundary—is amended 
by substituting the following for Exhibits J and K-1: 

Erhibit J: (FPC 2088-1) “General Location Map” as revised pursuant to 
licensee’s letter dated May 19, 1954, to reflect the addition of the Ponderosa Dam 
and Forbestown Afterbay. 

Echibit K-1: (FPC 2088-2) “Project Boundary Map” as revised pursuant to 
licensee’s letter dated May 19, 1954, to reflect the addition of the Ponderosa Dam 
and Forbestown Afterbay. 

PARAGRAPH II. Paragraph (b) of the license—describing the principal 
structures of the project—is amended by: 

(i) Inserting after Paragraph (9) thereof the following paragraph: 

(10) A concrete arch dam across South Fork of Feather River, below the 
Forbestown Powerhouse, with spillway crest at Elev. 955, and forming a res- 
ervoir with an effective pondage capacity of about 1,250 acre-feet. 

(ii) Inserting after Exhibit L—14 thereof the following paragraph: 

Erhibit L-15: (FPC 2088-22) “Ponderosa Dam & Forbestown Afterbay” 

(iii) Substituting the following for the last three lines thereof : 

—all of the above “L” and “M” exhibits, except “L-15,” having been signed 
on June 25, 1951: Oroville-Wyandotte Irrigation District by E. I. Lane, President, 
Board of Directors, Exhibit L-15 having been similarly signed on December 16, 
1952. 
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PARAGRAPH III, Article 29 of the license is amended by : 
(i) Inserting between paragraph (ii) thereof and the last four lines of the 
said article the following paragraphs: 

(iii) Below the Ponderosa Diversion Dam, 15 to 20 c. f. s. during the period 
October through April, except in dry years as herein defined, the release to be 
not less than 10 c. f. s. 

(iv) Below the Ponderosa Diversion Dam, 30 c. f. s. in the period May 
through September, except in dry years as herein defined, the release to be 
not less than 20 ec. f. s.: Provided, That in the event the existing diversion into 
the Palermo Ditch is abandoned said releases may be decreased or no longer 
required by the Commission after due notice to the interested parties and 
opportunity for hearing thereon. 

(v) The schedule of water releases in Paragraphs (iii) and (iv) above shall 
become void upon completion of the Oroville or other dam which would back 
the water against the downstream toe of the Ponderosa Dam. 

(ii) Substituting the following for the last two lines of the said article: 

the South Fork diversion (to Sly Creek), the schedule of water releases in 
Paragraphs (i) and (ii) and shall be subject to renegotiation. 

PARAGRAPH IV. Paragraph (ii) of Article 43 of the license is amended to 
read as follows: 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, $5,799.00. 

PARAGRAPH V. The license for the project is amended to include therein 
the following additional special condition designated Article 45: 

Article 45. The Licensee shall, prior to commencement of construction of the 
Forbestown Powerhouse and related project works, submit for Commission 
approval a revised Exhibit L-14 drawing to show the modifications, additions, 
and omissions resulting from the inclusion in the license, as amended, of the 
Ponderosa Dam and Forbestown Afterbay. 

PARAGRAPH VI. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license 
as heretofore amended. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order modifying in part order No. 174-A 


Compliance by natural-gas producers and gatherers with certificate and rate 
requirements 


Docket No. R-188 
September 24, 1954 


Numerous petitions were filed for rehearing on Order No, 174-A, 13 F. P. C. 
1255, which prescribes regulations governing the filing of rate schedules and 
applications for certificates of public convenience and necessity by producers and 
gatherers of natural gas which are also natural-gas companies. Rehearing on 
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this order was granted by order issued September 8, 1954, for the purpose of 
receiving briefs and arguments in order that the Commission might determine 
whether to revoke or rescind Order No, 174-A or to modify that order in any 
respect. Briefs were filed by a number of petitioners and oral arguments heard 
on behalf of some of the petitioners on September 22 and 23, 1954. The objections, 
recommendations, proposals and contentions of all of the petitioners, whether 
briefs were filed or oral argument presented on their behalf or not, will be 
given consideration. 

Many of the petitioners have shown that compliance with the filing require- 
ments by October 1, 1954, the date fixed in Order No. 174-A for certain purposes, 
would work a hardship. The Commission has already received approximately 
350 applications for certificates of public convenience and necessity and approxi- 
mately 1,500 rate filings under Order No. 174-A and in order to handle these 
filings in an orderly manner it is desirable to extend the time requirement. 

The third paragraph of Section 154.94, Changes in Rate Schedules, should be 
clarified to express more precisely its applicability to rate schedules for new 
service initiated after June 7, 1954. The other points and issues raised in the 
petitions for rehearing will be decided as quickly as possible and appropriate 
announcement made. 

It is necessary and desirable in the public interest and for the convenience 
of the Commission that the filing dates prescribed in Order No. 174-A for some 
purposes be extended as hereinafter provided and that the third paragraph of 
Section 154.94 be revised as hereinafter provided. 

The Commission orders: 

(A) The requirements in Order No. 174-A for filings by independent pro- 
ducers and gatherers by October 1, 1954, as specified in the following sections 
of the regulations therein adopted are hereby extended to December 1, 1954: 

Section 154.92, Filing of Rate Schedules by Producer-Gatherer “Natural-gas 
Companies”, subsection (a). 

Section 157.23, Applications for Certificate of Public Convenience and Neces- 
sity by Independent Producer, subsection (a). 

(B) The third paragraph of Section 154.94, Changes in Rate Schedules, is 
revised to read as follows: 

The operation of any provision of the rate schedule providing for future or 
periodic changes in the rate, charge, classification, or service after June 7, 1954, 
or the operation of any like provision in any initial rate schedule filed after 
June 7, 1954, shall constitute a change in rate schedule. 


Findings and order issuing certificate of public convenience and necessity 


Cities Service Gas Co. 
Docket No. G—2471 


September 27, 1954 


Cities Service Gas Company (Applicant), a Delaware corporation, having its 
principal place of business at Oklahoma City, Oklahoma, on July 1, 1954, filed 
an application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation of 
facilities, subject to the jurisdiction of the Commission, described as follows: 
A 26-inch gas pipeline approximately 7.5 miles long, including a double 20-inch 
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submerged crossing of the Kansas River, beginning at a point of connection 
with an existing 16-inch pipeline system in Johnson County, Kansas, and ex- 
tending to a terminus in Wyandotte County, Kansas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 16, 1954, respecting the matters involved in and the issues presented 
by the application and supplement thereto. No protests to the application have 
been received. 

The record shows that the facilities proposed by Applicant will provide addi- 
tional capacity to (a) meet increasing firm peak-day demands on its own system 
(estimated to be 495,707 Mcf for metropolitan Kansas City in 1955-56), and (b) 
provide initially and for the heating season 1954-55 approximately 12,000 Mcf 
on the peak-day into the west side of The Gas Service Company’s distribution 
system, required by the Welborn-Bethel portion of The Gas Service Company 
service area in Wyandotte County, Kansas. 

The estimated over-all capital cost of the proposed facilities is stated to be 
$494,000. Applicant proposes to defray the cost of the construction of proposed 
facilities out of available bank credit funds and treasury cash. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, owns and operates, among other facilities, a 
natural-gas transmission pipeline system located in the States of Oklahoma, 
Texas, Kansas, Missouri, and Nebraska, and by such operations Applicant is 
engaged in the transportation and sale of natural gas in interstate commerce 
for resale for ultimate public consumption, subject to the jurisdiction of the 
Commission, and is, therefore, a “natural gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order entered 
on December 28, 1943, Docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are proposed to be used for the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the issuance 
of the certificate referred to in paragraph (5) above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and said facilities placed 
in actual operation should be fixed at 4 months from the date on which this 
order issues. 
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The Commission orders: 
(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation of natural gas as therein set forth, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 


Order approving amended plans and ecrhibits 
The Western Colorado Power Co. 
Project No. 400 
September 27, 1954 





On July 6, 1954, The Western Colorado Power Company, licensee for major 
Project No. 400, filed application for approval of amended plans providing for 
proposed reinforcement of the present Trout Lake Dam and spillway, located 
in the N% of the SW% of Section 8, T. 41 N., R. 9 W., N. M. P. M., by moving 
the crest about 10 feet downstream through building up the downstream face 
with additional fill, constructing a low revetment dam at the right abutment and 
replacing the existing open spillway with two spillway siphons, all shown on 
exhibits hereinafter described. 

The licensee’s engineer has advised that the capacity of the new spillway will 
be 1,000 cubic feet per second as compared to 300 cubic feet per second for the 
old spillway. 

Reinforcement of the dam is necessary because of erosion, and the increase in 
capacity and reconstruction of the dam are advantageous and adequate for the 
safety of the project works. 

The Commission finds: 

Approval of the aforementioned amended plans is both appropriate and 
desirable, by approval of the following described exhibits which conform to the 
Commission’s rules and regulations. 

Amended Erhibit K: (FPC No. 400-41) Tacoma-Ames-Ilium Project of the 
Western Colorado Power Company, Trout Lake Dam Reconstruction, superseding 
in part Exhibit K (FPC No. 400-21). 

Amended Erhibit L: (FPC No. 400-42) Tacoma-Ames-Ilium Project of the 
Western Colorado Power Company, General Design Drawings Trout Lake Dam 
Reconstruction, superseding in part Exhibit L (FPC No. 400-27). 

The Commission orders: 

(A) The amended exhibits described in the above findings are hereby approved 
as part of the license for Project No. 400, and Exhibit K (FPC No. 400-21) and 
Bxhibit L (FPC No. 400-27) are hereby excluded from the license for the 
project to the extent that they have been superseded. 
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(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 


the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Order approving exhibits 
Georgia Power Co. 
Project No. 1951 


September 27, 1954 


Pursuant to Article 10 of the license for major Project No. 1951, Georgia 
Power Company, licensee for the project, on July 6, 1954, filed for Commission 
approval and inclusion in the license for the project the following exhibits to 
show the project as constructed, which supersede Exhibit L, Sheet 1 (FPC No. 
1951-7), now part of the license for the project : 

Evhibit L, Sheet 1 of 2: Drawing 11-505-H-43 (FPC No. 1951-18), entitled 
“Plan, Elevation, & Typical Sections of Dam”. 

Evhibit L-1: Drawing 11-505-H-44 (FPC No. 1951-19), entitled “Plan Show- 
ing Tail Race”. 

Evrhibit L-2: Drawing 11-505-H-45 (FPC No. 1951-20), entitled “Power 
House Transverse & Longitudinal Sections”. 

Ecrhibit L-$: Drawing 11-505-H-46 (FPO No. 1951-21), entitled “Plan at 
Generator Floor Elevation”. 

Exhibit L, Sheet 1 of 2 (FPC No. 1951-18), has been approved by the Sec- 
retary of the Army and the Chief of Engineers insofar as the interests of navi- 
gation are concerned. 

The Commission finds: 

The above-described exhibits conform to the Commission's rules and regula- 
tions and should be approved as part of the license and superseded Exhibit L, 


Sheet 1 (FPC No. 1951-7), now part of the license for the project, should be 
eliminated from the license. 


The Commission orders: 

(A) Exhibits L, Sheet 1 of 2, L-1, L-2, and L-3 (FPC Nos. 1951-18 through 
-21), are approved as part of the license for the project and superseded Ex- 
hibit L, Sheet 1 (FPC No. 1951-7), is eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 


acceptance of this order. 
Order granting rehearing and reopening proceeding 
The Ohio Fuel Gas Co. 
Docket Nos. G—-1786 and G-—1965 


September 27, 1954 


Applications for rehearing have been filed by The Ohio Fuel Gas Company 
(Ohio Fuel), The Cincinnati Gas & Electric Company, and The City of Cin- 
cinatti, seeking rehearing of the Commission’s Opinion No. 273 and accompanying 
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order, issued July 26, 1954, 13 F. P. C. 280. Ohio Fuel alleges that the Com- 
mission erred with respect to allowances in the cost of service for gas with- 
drawn from underground storage and Federal income taxes. The Commission 
has fully considered the matters complained of by Ohio Fuel and concludes that 
rehearing should be denied on such matters. 

Both Ohio Fuel and The City of Cincinnati request that, since this case involves 
solely the disposition of funds collected under bond during a period now past, 
the record should be reopened so that actual data for the period involved may 
be received in evidence. Ohio Fuel states that the rates prescribéd in the 
Commission’s opinion, when applied to sales during the period rates were col- 
lected under bond, result in an unreasonably low rate of return. The Com- 
mission concludes that good cause exists to reopen the record in these proceedings 
for the limited purpose of receiving actual data for the computation of a rate 
base, cost of service and determination of rates in conformance with the 
Commission’s opinion. 

Other than the determination of rate base, cost of service and determination 
of proper rates for the period during which rates in these proceedings were 
collected under bond, no new matters of fact or law are raised by the applica- 
tions herein which have not heretofore been considered by the Commission, 
and, accordingly, such applications for rehearing must be denied in all respects 
except as hereinafter ordered. 

The Commission orders: 

(A) The applications of Ohio Fuel and The City of Cincinnati for reopening 
of the record in these proceedings for the limited purpose of receiving evidence 
as to rate base, cost of service and determination of rates for the period during 
which rates in these proceedings were collected under bond in conformance 
with the Commission’s Opinion No. 273 be and are hereby granted. 

(B) Except as granted in paragraph (A) hereof, the applications for rehearing 
in these proceedings are hereby denied. 


Findings and order issuing certificates of public convenience and necessity 


Southern Natural Gas Company, et al. 
Docket No. G—2546, et al. 
September 28, 1954* 


Delta Drilling Company (Delta), a Texas corporation with its principal place 
of business in Tyler, Texas, filed on August 4, 1954, as operator, for itself and 
H. L. Hawkins, Sr., H. L. Hawkins, Jr., and F. S. Kelly, Jr., nonoperators, an 
application for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing the sale to Southern Natural Gas 
Company (Southern), an interstate pipeline company, of natural gas produced 
from the Epps Field in East and West Carroll Parishes, Louisiana. Deliveries 
are to be made in accordance with the terms of the contractual obligations. 

Southern, a Delaware corporation with its principal place of business in Bir- 
mingham, Alabama, filed, on August 16, 1954, its application for a certificate of 
public convenience and necessity authorizing the construction and operation of a 
metering station and line tap at a point of interconnection between its main trans- 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 





1416 FEDERAL POWER COMMISSION 


mission line and Delta’s gathering system located in West Carroll Parish, 
Louisiana. Southern proposes to use the facilities to enable it to take the natural 
gas to be purchased by it from Delta for transportation and sale in interstate 
commerce. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 14, 1954, respecting the matters involved and the issues presented by 
the interdependent applications. No protest to the applications has been received. 

The Commission finds: 


(5) Southern Natural Gas Company, a Delaware corporation with its princi- 
pal place of business in Birmingham, Alabama, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of October 6, 1942, in Docket No. G-296, 3 FPC 822. 

(6) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G-2546, are proposed to be used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as an integral part of Southern’s existing pipeline system, and the construc- 
tion and operation thereof by Southern are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(7) Southern is able and willing properly to do the acts proposed in said ap- 
plication and to conform to the requirements, rules, and regulations of the Com- 
mission thereunder. 

(8) The proposed construction and operation of the facilities by Southern are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv) and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued in Docket No. G—2546, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order shall be completed and 
in actual operation should be fixed at 30 days from the date on which this order 
issues. 

(10) Both Delta and Southern having requested the omission of the inter- 
mediate decision procedure, and all the requirements of the provisions of Sec- 
tion 1.32 (b) (18 CFR 1.32 (b)) of the Commission’s Rules of Practice and 
Procedure having been satisfied, sufficient cause exists for the Commission forth- 
with to render its final decision in the instant proceeding. 

The Commission orders: 

* * - ie * « . 


(D) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Southern Nautral Gas Company to construct and operate 
a measuring station and related facilities, all as more fully described in its 
application in this proceeding, and subject to the jurisdiction of the Commis- 
sion, for the purchase of natural gas from Delta Drilling Company, upon the 
terms and conditions of this order. 

(E) The certificate in Docket No. G-2546 shall be accepted in writing, and 
under oath by a responsible official of Southern, and the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (D) hereof, and 
to the exercise of the rights granted thereunder. 
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(F) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or Section 154 of the Com- 
mission’s Rules and Regulations thereunder requiring the filing of rate schedules 
for the service herein authorized; and is without prejudice to any findings or 
orders which have been or may hereafter be made by the Comission in any pro- 
ceeding now pending or hereafter instituted by or against Delta or Southern. 


* * * ” * * > 


Supplemental order authorizing renewal of short-term promissory note 
Southern Utah Power Co. 
Docket No. E-6435 


September 30, 1954 


By supplemental order issued June 7, 1954, 13 F. P. C. 1115, Southern Utah 
Power Company (Applicant) was authorized to issue a promissory note in the 
face amount of $100,000, bearing interest at the rate of 3%% per annum, with 
a maturity date not later than October 1, 1954, in renewal of the unpaid 
balance of the then outstanding note issued to the Chase National Bank of 
New York City, which matured June 1, 1954, and which had heretofore been 
authorized by the Commission. 

On September 16, 1954, Applicant filed a supplemental application for au- 
thority to issue a promissory note to the Chase National Bank in the face 
amount of $100,000, bearing interest at the rate of 3%% per annum, to be 
dated as of October 1, 1954, with a maturity date of not later than January 
1, 1955, in renewal of its presently outstanding note referred to above and 
heretofore authorized by the Commission’s supplemental order issued June 7, 
1954. 

Applicant states that it seeks authority to renew the above note because 
its plan to issue and sell additional shares of preferred stock and apply a 
portion of the proceeds therefrom to pay off the note has been delayed. 

The Commission finds: 

(1) The proposed issuance of the short-term promissory note in the face 
amount of $100,000 in renewal of the presently outstanding note in the same 
amount, which matures on October 1, 1954, is an issuance of securities within 
the purview of Section 204 of the Federal Power Act. 

(2) The proposed issuance of the short-term note as hereinafter authorized 
will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and con- 
sistent with the proper performance by Applicant of service as a public utility, 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance of the short-term note in the face amount of 
$100,000, bearing interest at the rate of 3%% per annum with a maturity date 
not later than January 1, 1954, in renewal of the presently outstanding note 
in the same amount with a maturity date of October 1, 1954, heretofore au- 
thorized, upon the terms and conditions and for the purpose specified in the 
supplemental application referred to above, hereby is authorized subject to the 
provisions of this order. 


468918—61——_92 
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(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(C) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


Order accepting rate schedules for filing and suspending certain supplements 
thereto 


Phillips Petroleum Co. 
Docket No. G-3176 
October 1, 1954* 


Phillips Petroleum Company (Phillips) on August 31, 1954, submitted for 
filing a basic contract dated December 11, 1945, and 11 amendatory agreements 
thereto, relating to the sale of natural gas to Michigan Wisconsin Pipeline Com- 
pany. The basic contract has been designated as Phillips Petroleum Company 
FPC Gas Rate Schedule No. 4 and the amendatory agreements have been assigned 
the supplement numbers set forth in Appendix A, attached hereto and in- 
corporated herein. 

At the same time Phillips also submitted for filing Supplement No. 1 to Supple- 
ment No. 6 and Supplement No. 1 to Supplement No. 7 to its FPC Gas Rate 
Schedule No. 4 constituting notices of change based upon the increase in the 
Texas Gas Production Tax, effective September 1, 1954. These proposed changes 
purport to increase and change the method of computing the amount of tax reim- 
bursement to be paid by Michigan Wisconsin after September 1, 1954. 

As revealed by the computations submitted with its filings, Phillips interprets 
its FPC Gas Rate Schedule No. 4 and the supplements thereto to provide rates as 
of June 7, 1954, averaging 9.37958 cents per Mcf of gas delivered from its Strat- 
ford Acreage and 9.44231 cents per Mcf of gas delivered from its Dedicated 
Acreage. 

In deriving the average rates referred to above, Phillips has purported to ad- 
just the minimum contract prices of 8.9330 cents per Mcf for gas from the Strat- 
ford Acreage and 7.5930 cents per Mcf of gas from the Dedicated Acreage effective 
June 7, 1954, to give effect to the inflation adjustment clause in the contract on the 
basis of an assumed revenue of 35 cents per Mcf for Michigan Wisconsin. 

Since the decision by the United States Supreme Court on June 7, 1954, in 
Phillips Petroleum Company v. Wisconsin, 347 U. S. 672, that Phillips is a natural- 
gas company subject to the Natural Gas Act, and the issuance of the Court’s man- 
date in accordance therewith, Phillips has endeavored to comply with the re- 
quirements of that statute and the regulations of the Commission thereunder. 
However, the increases proposed in the supplements referred to below have not 
been justified and raise problems not finally determined. 


*Order modified by order issued December 8, 1954, infra, p. 1559. 
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The rate increases proposed by Phillips in Supplements Nos. 8 and 11 to Phillips 
FPC Gas Rate Schedule No. 4 and Supplement No. 1 to Supplement No. 6 and Sup- 
plement No. 1 to Supplement No. 7 to its FPC Gas Rate Schedule No. 4 have not 
been shown to be justified and may be unjust, unreasonable and otherwise unlaw- 
ful. Furthermore, the rate increases proposed in Supplements Nos. 8 and 11 re- 
late to matters considered in Opinion No. 275, In the Matter of Michigan Wiscon- 
sin Pipe Line Company, Docket Nos. G—1678 and G—1996, and accompanying order 
issued July 30, 1954, 13 F. P. C. 326. On September 27, 1954, upon consideration 
of the application of Michigan Wisconsin Pipe Line Company for modification of 
Opinion No. 275 and accompanying order, the Commission granted such applica- 
tion to the extent only that it requested a reconsideration of that opinion and 
order upon the present record. In the determination of the issues thus raised, 
consideration must be given to the proper rates for gas purchased by Michigan 
Wisconsin from Phillips, and it is proper and in the public interest that pending 
such reconsideration the rate increases filed by Phillips applicable to gas pur- 
chased by Michigan Wisconsin be suspended. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act, that Phillips FPC Gas Rate Schedule 
No. 4 and the supplements thereto listed in Appendix A, except Supplements Nos. 
8 and 11, be accepted for filing; and that the Commission enter upon a hearing 
pursuant to the authority contained in Section 4 of the Natural Gas Act concern- 
ing the lawfulness of the rates and charges contained in Phillips FPC Gas Rate 
Schedule No. 4, as supplemented, as proposed to be further supplemented by Sup- 
plements Nos. 8 and 11 and Supplement No. 1 to Supplements Nos. 6 and 7, and 
that pending hearing and decision thereon, the aforesaid supplements be 
suspended as hereinafter provided and ordered. 

The Commission orders: 

(A) Phillips FPC Gas Rate Schedule No. 4 and the supplements thereto 
listed in Appendix A, except Supplements Nos. 8 and 11, be and the same hereby 
are accepted for filing. 

(B) A public hearing be held at a date to be set by further order concerning 
the lawfulness of the rates, charges, classifications and services contained in 
Phillips FPC Gas Rate Schedule No. 4, as supplemented, as proposed to be further 
supplemented by Supplements Nos. 8 and 11 and Supplement No. 1 to Supple- 
ments No. 6 and 7. 

(C) Pending such hearing and decision thereon, the proposed rates and 
charges contained in Supplements Nos. 8 and 11 and Supplement No. 1 to Sup- 
plements Nos. 6 and 7 to Phillips FPC Gas Rate Schedule No. 4, hereby are 
suspended and their use deferred until February 1, 1955, unless otherwise ordered 
by the Commission, and until such further time thereafter as they may be made 
effective in the manner prescribed by the Natural Gas Act. 

(D) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s Rules of Practice 
and Procedure. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by this Commission in Docket No. G-1148, or in any 
other proceeding now pending or hereafter instituted by or against Phillips. 
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Declaration of exemption 
Wisconsin Southern Gas Co. 
Docket No. G-2559 


October 1, 1954 


Wisconsin Southern Gas Company (Applicant) filed an application on August 
20, 1954, for exemption from the provisions of the Natural Gas Act pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the business of transporting, sell- 
ing and distributing natural gas in the State of Wisconsin. 

(2) Applicant purchases interstate natural gas from Natural Gas Pipe Line 
Company of America at two points on the Wisconsin-Illinois boundary near 
the town of Genoa, Wisconsin. 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Wisconsin and all of Applicant’s facilities are located 
within the said State. 

(4) The Public Service Commission of Wisconsin has certified that it has 
and is exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Wisconsin Southern Gas Company is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 
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Declaration of exemption 
Georgia Gas Co. 
Docket No. G-2565 


October 1, 1954 


Georgia Gas Company (Applicant) filed an application on August 23, 1954, 
for exemption from the provisions of the Natural Gas Act pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a corporation engaged in the transportation and sale for 
resale of natural gas in the State of Georgia. 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation, receiving such gas at a point within the State of 
Georgia. 

(3) All the gas so received by Applicant is ultimately consumed within 
the State of Georgia and all of Applicant’s facilities are located within the 
State of Georgia. 

(4) The Georgia Public Service Commission has certified that it has and 
is exercising regulatory jurisdiction over the rates, service and facilities of 
Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Georgia Gas Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Order further amending license (major) 
Utah Power & Light Co. 
Project No. 713 


October 4, 1954 


Application was filed March 18, 1954, and later supplemented, by Utah Power 
& Light Company, licensee for major Project No. 713, located on Mill Creek in 
Salt Lake County, Utah, and affecting lands of the United States within the 
Wasatch National Forest for amendment of the license for the project as here- 
inafter specified. 

The application seeks amendment of the license to show the reconstruction 
of the Upper Mill Creek dam and intake and to exclude therefrom Exhibits E, F, 
and R and that part of the project known as the Lower Mill Creek power plant, 
which has been nonoperative since 1949 and will be abandoned. 

Applicant states that the Lower Mill Creek plant is approximately 44 years 
old; that the flow line has served its useful life and was removed for safety 
during 1949-50 ; that the plant has little firm power and because of the prohibitive 
cost of rebuilding the flow line, it is not justified in maintaining the plant in 
service. 

The effects of the amendment, among others, will be to decrease the area of 
lands of the United States occupied by the project from 69.85 acres to 29.25 
acres, exclusive of 1.23 miles of transmission-line right-of-way on lands of the 
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United States, and decrease the power capacity of the project—upon which 
are based the annual charges paid by the licensee under the license for the 
project—from 625 horsepower to 170 horsepower, and consequently decrease 
the annual charges to be paid by the licensee. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Wasatch National Forest, has reported favorably on the 
application and that the site occupied by the Lower Mill Creek power plant has 
been restored to a condition satisfactory to the Forest Service. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Wasatch National Forest 
was created or acquired, and it will not alter any of the basic facts upon which 
the license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) Exhibits E, F, and R now part of the license for the project should be 
eliminated from the license for the project because part of the information 
shown therein is no longer applicable to the project as presently constructed and 
it is not the present practice of the Commission to incorporate such exhibits 
as part of licenses. 

(4) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project : 

Exhibit K (Amended) (FPC No. 713-6), superseding Exhibit K (FPC No. 
713-1), Exhibit K (Supplemental) (FPC No. 713-4), and Exhibit K (Supple- 
mental) (FPC No. 713-5) now part of the license for the project; 

Exhibit L (Amended) (FPC No. 713-7), superseding Exhibit L (FPC Nos. 
713-2 and -3) now part of the license for the project ; and 

Exhibit M (Amended), superseding Exhibit M filed April 15, 1926, now part 
of the license for the project ; 
and superseded Exhibit K (FPC No. 713-1), Exhibit K (Supplemental) (FPC 
Nos. 713-4 and -5), Exhibit L (FPC Nos. 713-2 and -3) and Exhibit M filed 
April 15, 1926, now part of the license for the project should be eliminated from 
the license. 

The Commission orders: 

(A) Exhibits E, F, and R now part of the license for the project are eliminated 
from the license. 

(B) Exhibit K (Amended) (FPC No. 713-6), Exhibit L (Amended) (FPC 
No. 713-7), and Exhibit M (Amended) filed as part of the application are ap- 
proved as part of the license for the project. 

(C) Exhibit K (FPC No. 713-1), Exhibit K (Supplemental) FPC Nos. 713-4 
and -5), Exhibit L (FPC Nos. 713-2 and -3), and Exhibit M filed April 15, 1926, 
now part of the license for the project are eliminated from the license. 

(D) The license for Project No. 713, which was issued to Utah Power & Light 
Company on June 13, 1927, and subsequently amended, is hereby further amended, 
effective as of September 1, 1954, to provide for exclusion therefrom of the 
Lower Mill Creek power plant; to describe the Upper Mill Creek development 
as reconstructed; to show the decrease in the power capacity of the project; to 
incorporate in the license certain exhibits showing the project area, the project 
boundary, and general design of the project works; and to eliminate from the 
license Exhibits E, F, and R and certain superseded exhibits; the amendment 
being: 

PARAGRAPH I. Article 2 of the license, as amended September 18, 1946, 
is further amended by: 
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(i) Including in Paragraph A thereof the following exhibit: 

Echibit K: (FPC No. 713-6) Map of Upper Mill Creek Project showing 
location of dam, powerhouse, lands, and center line of pipe and transmission 
line, filed March 18, 1954; 


and excluding therefrom Exhibit F, Exhibit K (FPC No. 713-1), Exhibit K 
(Supplemental) (FPC No. 713-4), and Exhibit K (Supplemental) (FPC No. 
713-5) ; 

(ii) Excluding Paragraph B therefrom; 

(iii) Describing in Paragraph C thereof the reconstructed Upper Mill Creek 
development and including therein Exhibit L (Amended) (FPC No. 713-7), 
and Exhibit M (Amended), and excluding therefrom the description of the 
Lower Mill Creek power plant and Exhibit L (FPC Nos. 713-2 and -3), Exhibit 
M filed April 15, 1926, and Exhibit R, and designating it Paragraph B, so that 
it shall read as follows: 

B. Upper Mill Creek development comprised of a rock filled timber crib 
diversion dam and intake; a wood stave pipeline about 9,075 feet long; a steel 
penstock about 780 feet long; a powerhouse containing a 650-horsepower 
impulse water wheel connected to a 300-kilowatt generator ; a 22-kv transmission 
line about 3.91 miles long extending to a substation located near the abandoned 
Lower Mill Creek plant; and appurtenant electrical facilities; the location, 
nature, and character of which are more specifically shown and described by 
the exhibit hereinbefore cited and by certain other exhibits which also formed 
part of the application for license or applications for amendment of license and 
which are designated and described as follows: 

Eohidit L: (Amended) (FPC No. 713-7) General design drawing of dam, 
intake, and powerhouse of Upper Mill Creek development, filed March 18, 1954; 

Eohibit M: (Amended) One typewritten page giving general description of 
mechanical and electrical equipment of Upper Mill Creek plant, filed March 18, 
1954; 

Exhibit M: (Supplemental) A typewritten statement in one sheet giving a 
general description of 22-kv transmission equipment, filed July 18, 1940; 

(iv) Paragraph D thereof is designated Paragraph C. 

PARAGRAPH II. Article 8 of the license, as amended September 18, 1946, 
is further amended to read as follows: 

Article 3. The maps, plans, specifications, and statements designated and 
described as exhibits in Article 2 hereof, and approved by or for the Commis- 
sion, are hereby made a part of this license, and no substantial change shall 
hereafter be made in said exhibits, or in any of them, until such change shall 
have been approved by the Commission: Provided, however, That if the 
Licensee deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of this 
license and shall supersede, in whole or in part, such exhibit or exhibits there- 
tofore made a part of this license as may be specified by the Commission. 

PARAGRAPH III. Article 17 of the license is amended by excluding from 
the last line thereof “and 455 horsepower for Lower Mill Creek power plant”, 
so that the last two lines thereof shall read as follows: 


section 3 of regulation 14 be taken as 170 horsepower for Upper Mill Creek 
power plant. 
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PARAGRAPH IV. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in 
any way constitute a waiver of any other part, provision or condition of the 
license as heretofore amended. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order approving transfer of license (minor) 


Paul W. Billings, Uno Ostrom and J. W. Russell, d. b. a. Packwood Electric 
Company, and Packwood Electric Co., a corporation 


Project No. 1289 


October 4, 1954 


Joint application was filed August 30, 1954 by Paul W. Billings, Uno Ostrom 
and J. W. Russell, d. b. a. Packwood BDlectric Company, licensee for minor 
Project No. 1289, and Packwood Electric Co., a corporation, of Packwood, Lewis 
County, Washington, for approval of transfer of the license for the project from 
the former to the latter. The project is located in Section 27, T. 13 N., R. 9 B., 


Willamette Meridian, in Lewis County, Washington, partly upon lands of the 
United States within Gifford Pinchot National Forest, formerly Columbia Na- 
tional Forest. 

The Commission finds: 

(1) The proposed transferee is a corporation organized under the laws of the 
State of Washington, and has submitted satisfactory evidence of compliance 
with the requirements of all applicable State laws insofar as necessary for 
the operation of the project. 

(2) Approval of the transfer of the license as hereinafter provided will not 
be inconsistent with the public interest. 

(3) The licensees have paid the annual charges under the license through 
December 31, 1953. 

The Commission orders: 

(A) The transfer of the license for minor Project No. 1289 to Packwood 
Blectric Co., a corporation, is hereby approved, effective as of January 1, 1954, 
subject to the provisions of Section 9.3 of the Commission’s regulations under the 
Federal Power Act. 

(B) This order shall become final 30 days from the date of issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of the 
license for Project No. 1289 by Packwood BPlectric Co.,a corporation. In acknowl- 
edgment of the acceptance of the license, this instrument shall be signed for 
the new licensee and returned to the Commission within 60 days from the 
date of issuance of this order. 
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Findings and order authorizing abandonment of facilities and issuing certificate 
of public convenience and necessity 


Montana-Dakota Utilities Co. 
Docket No. G—2298 


October 7, 1954 


Montana-Dakota Utilities Co. (Applicant) filed, on November 2, 1953, an ap- 
plication, pursuant to Section 7 of the Natural Gas Act, for (a) a certificate of 
public convenience and necessity authorizing Applicant to construct and operate 
facilities hereinafter described in items (1), (2), and (3); and (b) for per- 
mission and approval to abandon facilities described in item (4) hereof, subject 
to the jurisdiction of the Commission. The facilities referred to are described 
as follows: 

(1) 12,500 feet of 3%4-inch O. D. lateral transmission main between Basin, 
Wyoming, and Applicant’s Worland, Wyoming, to Cabin Creek, Montana, 12%- 
inch O. D. transmission main (leased from Montana-Wyoming Gas Pipe Line 


Co.) and construct new town border station to continue gas service to town of 
Basin. 


(2) 20,000 feet of 4%4-inch O. D. lateral transmission main between Greybull, 
Wyoming, and Applicant’s Worland, Wyoming, to Cabin Creek, Montana, 12%- 
inch O. D. transmission main (leased from Montana-Wyoming Gas Pipe Line 
Co.) and construct new town border station to continue gas service to town of 
Greybull, and to the Gordon Refining Company adjacent to Greybull. 

(3) 17,500 feet of 2%-inch O. D. lateral transmission main between Basin, 
Wyoming, and the Lamb Dome and Torchlight Fields, Big Horn County, Wyo- 


ming, to continue firm industrial gas service to Pond Petroleum Company at 
Lamb Dome and Stanolind Oil and Gas Company at Torchlight. 

(4) 23.653 miles of gas transmission main between Rairden and Greybull 
in Big Horn County, Wyoming, consisting of 20.544 miles of 14-inch O. D. pipe 
and 3.109 miles of 8-inch O. D. pipe, together with measuring station structures 
and station equipment. 

The Commission, on July 2, 1954, issued Applicant temporary authorization 
for the construction and operation of the requested facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 27, 1954, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

Applicant proposes (1) to construct and operate short lateral lines to extend 
from its Worland, Wyoming-Cabin Creek, Montana, transmission line to the 
towns of Basin and Greybull, Wyoming, and the Pond Petroleum Company in 
the Lamb Dome Field and Stanolind Oil and Gas Company in the Torchlight 
Gas Field; and (2) to abandon and remove approximately 23.6 miles of gas 
transmission line between Rairden and Greybull, Wyoming. With the ex- 
ception of several small services respecting which satisfactory arrangements 
have already been made, natural gas service rendered by means of the 23.6 
miles of gas line to be abandoned will be rendered from the stub-line facilities 
proposed to connect Basin and Greybull, Wyoming, with Montana’s Worland- 
Cabin Creek Line. The abandonment of service was approved by the Public 
Service Commission of Wyoming. 

The existing 12%-inch pipeline was constructed in 1921 and the record 
shows that due to deterioration leakage of approximately 19.7% was experienced 
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in the year 1952. The record further shows that a refinery formerly served 
by the 12%,-inch pipeline was shut down in 1949 and that the remaining service 
now rendered by the pipeline can be rendered by means of the proposed new 
lateral pipelines. Such change in operation will result in an estimated savings 
in operating expenses of $7,548 annually. 

The estimated capital cost of the facilities described in items (1), (2), 
and (3) hereof is $86,580. Cost of removal, charge to retirement reserve, and 
salvage of facilities described in item (4) hereof are stated to be as follows: 
total retirement $292,351; removal $61,915; salvage $105,130; net charge to 
retirement reserve $249,136. Cost of construction of facilities proposed will 
be defrayed from funds supplied from Applicant’s working capital. 

The Commission finds: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Minneapolis, Minnesota, owns and operates, among other facilities, a natural- 
gas transmission system located in the States of Wyoming, Montana, North 
Dakota, and South Dakota, and by such operations Applicant is engaged in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of April 6, 1943, at Docket No. G—282, 3 F. P. C. 968. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce as integral parts of 
Applicant’s existing pipeline system and the construction and operation thereof 
by Applicant are subject to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision pro- 
cedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of facilities by Applicant are 
required by the public convenience and necessary and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 

57.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder. 

(7) The proposed abandonment of facilities by Applicant are required by pub- 
lic convenience and necessity and approval should be granted as hereinafter 
ordered and conditioned. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate facilities for the 
transportation and sale of natural gas, all as more fully described in its ap- 
plication in this proceeding, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
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of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph. (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 

(D) The facilities hereby authorized shall be constructed and placed in actual 
operation by April 1, 1955. 

Commissioner Digby not participating. 


Findings and order directing physical connection of facilities and sale of 
natural gas 


Town of Raleigh, Miss. 
Docket No. G—2463 
October 7, 1954 


The Town of Raleigh, Mississippi (Raleigh), a municipal corporation organ- 
ized and existing under the laws of the State of Mississippi, filed, on June 21, 
1954, an application, pursuant to Section 7'(a) of the Natural Gas Act, for an 
order directing Southern Natural Gas Company (Southern) to establish physical 
connection of its transmission facilities at a point approximately 8.3 miles south 
of Raleigh, Mississippi, with the proposed facilities of Raleigh and to sell nat- 
ural gas to Raleigh for local distribution within its service area. Supplements 
to Raleigh’s application were filed on July 12 and August 2, 1954. 

Raleigh proposes to construct approximately 8.3 miles of 2-inch transmission 
pipeline from the point of interconnection with Southern’s transmission facilities 
to its proposed distribution system within the corporate limits of Raleigh. The 
estimated total cost of construction of the facilities, including the distribution 
system, is $190,000, to be financed by the issuance of 30-year natural gas revenue 
bonds carrying an interest rate of 5 per cent. 

The estimated peak and annual requirements for the first and fifth years of 
operation are as follows: 








Mef 


Peak day Annual 


Ist year 323.9 | 23, 751 
5th year 493. 6 35, 679 


In its answer to the application, Southern admits that an order requiring 
the service requested will not place an undue burden upon Southern nor require 
it to enlarge its transportation facilities for such purpose, nor impair its ability 
to render adequate service to its existing customers. Southern states that it 
is able to supply Raleigh’s requirements by reason of the fact that the proposed 
point of delivery to Raleigh is located on the western part of Southern’s 
transmission system only 25 miles east of the Gwinville Gas Field, and aiso 
by reason of the small amount of Raleigh’s peak day requirements. 

The sale of gas by Southern to Raleigh will be made subject either to 
Southern’s presently effective Rate Schedule CD-3 or FML, at Raleigh’s election. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., 
on September 27, 1954, respecting the matters involved in and the issues pre- 
sented by the application. No protest to the application has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its 
principal place of business in Birmingham, Alabama, owns and operates a 
natural-gas transmission pipeline system located in the States of Texas, Louisi- 
ana, Mississippi, Alabama, and Georgia, and by such operation is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 
1942, in Docket No. G—296, 3 F. P. C. 822. 

(2) The Town of Raleigh is a municipal corporation organized and existing 
under the laws of the State of Mississippi. 

(3) An order directing Southern to establish physical connection of its nat- 
ural gas transmission facilities with the proposed facilities of Raleigh and 
directing the sale and delivery of natural gas by Southern to Raleigh for 
distribution in its service area is desirable in the public interest. 

(4) The granting of the relief requested by Raleigh will not place undue 
burden upon Southern nor impair its ability to render adequate service to its 
customers. 

The Commission orders: 

(A) Southern is hereby directed to establish physical connection of its 
transmission facilities at a point approximately 8.3 miles south of Raleigh, 
Mississippi, with the facilities proposed to be constructed by Raleigh, together 
with such metering, regulating and appurtenant facilities as may be necessary 
to render the service applied for herein. 

(B) Southern is hereby directed to deliver such volumes of natural gas 
as may be required by Raleigh pursuant to Southern’s appropriate rate sched- 
ules on file with the Commission, either Rate Schedule CD-3 or FML, at 
Raleigh’s election: Provided, however, That if the Town of Raleigh shall not 
have constructed by November 1, 1955, the facilities necessary to enable South- 
ern to deliver the volumes of natural gas as herein directed, Southern shall 
be relieved of the duty to render the service herein ordered. 

(C) Southern shall report to the Commission, in writing and under oath, 
the date of commencement of service. 
Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G-2464 


October 7, 1954 


Ohio Fuel Gas Company (Applicant), an Ohio corporation having its prin- 
cipal place of business at 99 North Front Street, Columbus, Ohio, filed, on 
June 23, 1954, as supplemented July 23 and August 12, an application for a 
certificate of public convenience and necessity pursuant to Section 7 (c) of 
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the Natural Gas Act, authorizing construction and operation of the following 
natural-gas facilities: (a) approximately 17.3 miles of 20-inch and 29 miles 
of 24-inch pipeline partially looping Applicant’s Line R-501 between its Craw- 
ford Compressor Station and the vicinity of Jackson, Ohio, and (b) two 1,500 
Bhp gas engine-compressor units at Applicant’s existing Crawford Compressor 
Station in Fairfield County, Ohio, together with appurtenant equipment. 

Applicant states that the facilities described above are necessary to enable 
it to receive and transport the volumes of natural gas from United Fuel Gas 
Company which Applicant requires to satisfy increased demands of its existing 
eustomers during the 1954-55 winter season. Cost of facilities is estimated 
at $3,832,700. Applicant proposes to accomplish the financing through sale of 
notes and common stock to its parent company, The Columbia Gas System, 
Inc., which, in turn, proposes to raise money through sale of its securities to 
the public. 

Temporary authorization for the construction and operation of the facilities 
involved herein was granted on September 3, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on September 24, 1954, respecting the matters involved in and the issues pre- 


sented by the application. No protest to the granting of the application has 
been received. 


The Commission finds: 

(1) Applicant, an Ohio corporation having its principal place of business at 
Columbus, Ohio, is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of August 21, 1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, as supplemented, are proposed to be used in the transpor- 
tation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s existing pipeline system, and the 
construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant, having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 


in actual operation should be fixed at six (6) months from the date on which 
this order issues. 
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The Commission orders; 
(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities here- 
inbefore described, all as. more fully deseribed in the application in this pro- 
ceeding, as supplemented, and the exhibits appended thereto, for the transpor- 
tation of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 6 months from the date on which this order issues. 

Commissioner Digby not participating. 


Declaration of exemption 
Shippensburg Gas Co. 
Docket No. G-2561 


October 7, 1954 





Shippensburg Gas Company (Applicant) filed an application on August 23, 
1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is engaged in the business of transporting and distributing 
natural gas in the State of Pennsylvania. 

(2) Applicant purchases interstate natural gas from Texas Eastern Trans- 
mission Corporation at a point on Texas Eastern’s transmission line near the 
town of Lafayetteville, within the State of Pennsylvania. 

(3) All the natural gas so received by Applicant is ultimately consumed 
within the State of Pennsylvania, and all of Applicant’s facilities are located 
within the said State. 

(4) The Pennsylvania Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Shippensburg Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued 
pursuant thereto. 

Commissioner Digby not participating. 
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Declaration of exemption 
Bangor Gas Co. 
Docket No. G—2562 


October 7, 1954 





Bangor Gas Company (Applicant) filed an application on August 23, 1954, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation and distribution of natural 
gas in the State of Pennsylvania. 

(2) Applicant purchases interstate natural gas from The Manufacturers Light 
and Heat Company at a point near the Borough of East Bangor, within the 
State of Pennsylvania. 

(3) All of the gas so received by Applicant is ultimately consumed within the 
State of Pennsylvania and all of Applicant’s facilities are located within the 
said State. 

(4) The Pennsylvania Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
tates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing : 

Bangor Gas Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules and regulations of this Commisssion issued pursuant 
thereto. 

Commissioner Digby not participating. 


Declaration of eremption 
Citizens Gas Co. 
Docket No. G—2563 


October 7, 1954 














Citizens Gas Company (Applicant) filed an application on August 23, 1954, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (ce) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in transporting and distributing natural gas in the 
State of Pennsylvania. 

(2) Applicant purchases interstate natural gas from The Manufacturers 
Light and Heat Company at a point near the Borough of Stroudsburg, within 
the State of Pennsylvania. 

(3) All of the gas so received by Applicant is ultimately consumed within the 
State of Pennsylvania and all of Applicant’s facilities are located within said 
State, 
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(4) The Pennsylvania Public Service Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Citizens Gas Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules and regulations of this Commission issued pursuant 
thereto. 

Commissioner Digby not participating. 


Declaration of exemption 
Huntingdon Gas Co. 
Docket No. G—2564 


October 7, 1954 


Huntingdon Gas Company (Applicant) filed an application on August 23, 
1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) The Commission, by its order issued April 29, 1954, 13 F. P. C. 992, 
in Docket Nos. G—2340, et al., directed Texas Eastern Transmission Corpora- 
tion to reserve a volume of gas for Huntingdon Gas Company not to exceed 
809 Mcf per day, Provided, however, That within 12 months from the date of 
issuance of said order Huntingdon Gas Company either (a) file application 
for and receive a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing construction and operation of 
facilities necessary to enable it to use such gas, or (b) file with the Commis- 
sion a certificate showing that its proposed operations would be exempt from 
Commission jurisdiction under Section 1 (c) of the Natural Gas Act; and 
Provided further, That such reservation of gas would be void if Huntingdon 
Gas Company within such 12-month period did not purchase and use gas so 
reserved for it. 

(2) Applicant proposes to engage in the business of transporting and dis- 
tributing natural gas in the Commonwealth of Pennsylvania. 

(3) Applicant will purchase interstate natural gas from Texas Eastern Trans- 
mission Corporation at a point near Mount Union, within the Commonwealth 
of Pennsylvania. 

(4) All of the natural gas so received by Applicant will be ultimately con- 
sumed within the Commonwealth of Pennsylvania and all of Applicant’s 
facilities will be located within the said Commonwealth. 

(5) The Pennsylvania Public Service Commission filed a certification with 
the Federal Power Commission on September 16, 1954, certifying that it has 
and is exercising regulatory jurisdiction over the rates, service and facilities 
of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Huntingdon Gas Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules, and regulations of the Commission issued pur- 
suant thereto. 

Commissioner Digby not participating. 





ORDERS 
Declaration of exemption 
Lawrenceburg Gas Co. 
Docket No. G-2663 


October 7, 1954 


Lawrenceburg Gas Company (Applicant) filed an application on September 
7, 1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transmission, distribution and sale for resale 
of natural gas in the State of Indiana. 

(2) Applicant purchases interstate natural gas from Texas Gas Transmission 
Corporation at points of interconnection located within the State of Indiana. 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Indiana and all of Applicant’s facilities are located within 
said State. 

(4) The Public Service Commission of Indiana has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Lawrenceburg Gas Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 

Commissioner Digby not participating. 


Declaration of eremption 
Mayfield Gas Co. 
Docket No. G—2664 


October 7, 1954 


Mayfield Gas Company (Applicant) filed an application on September 7, 
1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the business of transportation and distribution 
of natural gas in the State of Kentucky. 

(2) Applicant purchases interstate natural gas from Texas Gas Transmission 
Corporation, the point of delivery being in Graves County, Kentucky, from 
which point such gas is transmitted to Applicant’s distribution system in Mayfield, 
Kentucky. 

(3) All of the gas so received by Applicant is ultimately consumed within 
the State of Kentucky and all of Applicant’s facilities are located within s:id 
State. 

(4) The Public Service Commission of Kentucky has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 


468918—61——_93 
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Wherefore, the Commission declares, by reason of the foregoing: 
Mayfield Gas Company is exempt from the provisions of the Natural Gas 


Act, and the orders, rules and regulations of this Commission issued pursuant 
thereto. 


Commissioner Digby not participating. 


Findings and order directing physical connection of facilities and sale of 
natural gas 


City of Summerville, Ga., City of LaFayette, Ga., and City of Trion, Ga. 
Docket Nos. G-2386, G—2387, and G—2388 


October 8, 1954 





On March 8, 1954, the City of Summerville, Georgia, the City of LaFayette, 
Georgia, and the City of Trion, Georgia, all municipal corporations organized 
and existing under the laws of the State of Georgia, filed applications, pursuant 
to Section 7 (a) of the Natural Gas Act, for orders directing Southern Natural 
Gas Company (Southern) to establish physical connection of the latter’s trans- 
mission facilities at a point near Rome, Georgia, with the facilities proposed to 
be constructed jointly by the Applicants and to sell natural gas to them for 
local distribution within the service areas of the respective Applicants. 

The Applicants propose to construct a common transmission system, consist- 
ing of 26.2 miles of 8-inch and 24.5 miles of 4inch pipeline at a total estimated 
cost of $895,000. Each Applicant will construct its own distribution system. 
The estimated total construction costs for each Applicant are: 















Distribution Transmission Total 

nail a: 
I iindidiin avkindumianiiniiianiimunsiitciginigedmebnnnl | $750, 000 | $335, 000 | $1, 085, 000 
DID... <ccambsiniidslinmacbinaktiamnecmediineaaa inn 460, 000 | 485, 000 | 945, 000 
UE i ctdiadndnenbakeinnnndehnnanhenidnunadabeiieddgdanligl 180, 000 | 75, 000 255, 000 

















The estimated peak and annual requirements for the first and third years of 
operation are as follows: 





Volumes at 14.73 psia 








Peak day Annual 


Ist year 3d year lst year 3d year 
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Summerville........-..---| 1, 120 1,368 | 122, 230 456,600 | 150, 540 | 453, 520 
LaFayette. -.-- a 764 | 1,016 | 79, 520 | 348, 610 107, 800 | 346, 320 
TIM. .<<. oa aoe 181 240 19, 110 114, 300 26, 250 119, 670 
Piininaieteal ; Lat Tt il nee ae 

TL incite iglesia 7 2, 065 2, 624 220, 860 919, 510 284, 590 919, 510 











The Applicants propose to finance the project by means of issuance of 30-year 
natural-gas revenue anticipation certificates at 5% per annum by each Applicant 
covering costs applicable to it. 

The sale of gas by Southern to the Applicants will be made subject to South- 
ern’s appropriate rate schedules. 
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Southern has consented to the applications of the three Applicants and it 
appears that Southern has the gas supply and capacity available to serve their 
estimated requirements. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 24, 1954, respecting the matters involved in and the issues presented 
by the applications. No protest to the applications has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its prin- 
cipal place of business in Birmingham, Alabama, owns and operates a natural- 
gas transmission pipeline system located in the States of Texas, Louisiana, 
Mississippi, Alabama, and Georgia, and by such operations is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 
is, therefore, a “natural gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of October 6, 1942, in 
Docket No. G-296, 3 F. P. C. 822. 

(2) The Cities of Summerville, LaFayette, and Trion, Georgia, are municipal 
corporations existing under the laws of the State of Georgia. 

(3) An order directing Southern to establish physical connection of its 
natural-gas transportation facilities with the proposed joint facilities of the 
Cities of Summerville, LaFayette, and Trion, Georgia, and directing the sale 
and delivery by Southern of natural gas to the Applicants for distribution in the 
service areas of each is desirable in the public interest. 

(4) The granting of the relief requested by the Applicants will not place un- 
due burden upon Southern nor impair its ability to render adequate service to 
its customers. 

The Commission orders: 

(A) Southern be and it hereby is directed to establish physical connection of 
its transmission facilities at a point near Rome, Georgia, with the facilities 
proposed to be constructed by the Cities of Summerville, LaFayette, and Trion, 
Georgia, together with such metering, regulating and appurtenant facilities as 
may be necessary to render the service applied for herein. 

(B) Southern be and it hereby is directed to deliver such volumes of natural 
gas as may be required by the Cities of Summerville, LaFayette, and Trion, 
Georgia, pursuant to Southern’s appropriate rate schedules on file with the 
Commission; Provided, however, that if the Cities of Summerville, LaFayette 
and Trion shall not have constructed by November 1, 1955, the facilities neces- 
sary to enable Southern to deliver the volumes of natural gas as herein directed, 
Southern shall be relieved of the duty to render the service herein ordered. 

(C) Southern shall report to the Commission, in writing and under oath, the 
date of commencement of service. 
Commissioner Digby not participating. 
















































Findings and order directing physical connection of facilities and sale of natural 
gas 


City of Dalton, Ga. 
Docket No. G—2395 


October 8, 1954 


- 





On March 22, 1954, the City of Dalton, Georgia (Dalton), a municipal corpo- 
ration organized and existing under the laws of the State of Georgia, filed an 
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application, pursuant to Section 7 (a) of the Natural Gas Act, for an order direct- 
ing Southern Natural Gas Company (Southern) to establish physical connection 
of the latter’s transmission facilities at a point near Rome, Georgia, with the 
proposed facilities of Dalton and to sell natural gas to Dalton for local distribu- 
tion within its service area. 

Dalton proposes to construct approximately 39 miles of 8-inch O. D. pipeline 
from a point of interconnection with Southern’s Rome-Calhoun transmission line 
to its proposed distribution system within the corporate limits of Dalton and in 
the surrounding territory. The estimated total cost of construction of the facili- 
ties is $2,940,000, to be financed by the issuance of 30-year natural gas revenue 
anticipation certificates carrying an interest rate of 4144 percent. 

The estimated peak and annual requirements for the first and third years of 
operation are as follows: 


Volumes at 14.73 psia 
Annual 
lst year 


3d year 


ls atengemniplasnl 
Firm | Firm | Firm 





Interruptible Firm Interruptible 


5, 422 | 590, 970 | 850, 630 690, 430 | 850, 630 


Southern has consented to the application and it appears that Southern 
has the gas supply and capacity available to serve the estimated requirements 
of Dalton. The sale of gas by Southern to Dalton will be made subject to 
Southern’s appropriate rate schedules. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 24, 1954, respecting the matters involved in and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Southern Natural Gas Company, a Delaware corporation having its 
principal place of business in Birmingham, Alabama, owns and operates a 
natural-gas transmission pipeline system located in the States of Texas, Louisi- 
ana, Mississippi, Alabama, and Georgia, and by such operation is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 6, 1942, 
in Docket No. G-296, 3 FPC 822. 

(2) The City of Dalton is a municipal corporation existing under the laws of 
the State of Georgia. 

(3) An order directing Southern to establish physical connection of its 
natural gas transportation facilities with the proposed facilities of Dalton and 
directing the sale and delivery by Southern of natural gas to Dalton for dis- 
tribution in its service area is desirable in the public interest. 

(4) The granting of the relief requested by Dalton will not place undue 
burden upon Southern nor impair its ability to render adequate service to 
its customers. 

The Commission orders: 

(A) Southern be and it hereby is directed to establish physical connection 
of its transmission facilities at a point near Rome, Georgia, with the facilities 
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proposed to be constructed by Dalton, together with such metering, regulating 
and appurtenant facilities as may be necessary to render the service applied 
for herein. 

(B) Southern be and it is hereby directed to deliver such volumes of natural 
gas as may be required by Dalton pursuant to Southern’s appropriate rate 
schedules on file with the Commission; Provided, however, That if the City of 
Dalton shall not have constructed by November 1, 1955, the facilities necessary 
to enable Southern to deliver the volumes of natural gas as herein directed, 
Southern shall be relieved of the duty to render the service herein ordered. 

(C) Southern shall report to the Commission, in writing and under oath, the 
date of commencement of service. 
Commissioner Digby not participating. 


Findings and order declaring exemption and dismissing proceeding 
South Jersey Gas Co. 
Docket Nos. G—2482 and G-2449 


October 8, 1954 

































South Jersey Gas Company (Applicant) filed on May 13, 1954, an application 
for exemption from the provisions of the Natural Gas Act pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a New Jersey corporation engaged in the transportation, sale 
for resale, and distribution of natural gas in the State of New Jersey. 

(2) Applicant purchases out-of-state natural gas from Transcontinental Gas 
Pipe Line Corporation at a point near Woodbury Heights, New Jersey. 

(3) All of the natural gas so received by Applicant is ultimately distributed 
within New Jersey and all of Applicant’s facilities are located within New Jersey. 

(4) The Department of Public Utilities of New Jersey has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, service, and facilities of Applicant. 

(5) Applicant sells natural gas for resale to New Jersey Natural Gas Company 
and by order issued March 11, 1954, in Docket No. G—2080, has been permitted to 
put into effect certain revisions in its tariff applicable to service to New Jersey 
Natural Gas Company, but subject to refund and rate reduction requirements 
agreed upon by the parties to that proceeding. 

(6) South Jersey filed, on May 10, 1954, a tariff revision proposing a further 
rate increase over the rates approved in Docket No. G—2080; said increase was 
suspended until November 1, 1954, at Docket No. G-2449, by Commission order 
issued June 4, 1954. 

The Commission finds: 

(1) South Jersey Gas Company is exempt from the provisions of the Natural 
Gas Act and the orders, rules, and regulations of the Commission issued pursuant 
thereto. 

(2) Good cause exists to dismiss the proceeding in Docket No. G-2449, in 
view of the fact that the Commission hereafter will not have regulatory jurisdic- 
tion over the proposed rate increase under suspension in said docket. 
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The Commission orders: 

(A) The proceeding in Docket No. G-2449 be and the same hereby is dismissed. 

(B) This order is without prejudice to the obligation of South Jersey to make 
refunds to New Jersey Natural Gas Company under the conditions specified in 
its agreement entered into in settlement of its rate increase application in Docket 
No. G-2080. 

Commissioner Digby not participating. 


Findings and order issuing a certificate of public convenience and necessity and 
authorizing and approving abandonment of facilities 


United Fuel Gas Co. 
Docket No. G-—2528 
October 8, 1954 


United Fuel Gas Company (Applicant) on August 5, 1954, filed with the Com- 
mission an application for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of certain natural-gas replacement facilities hereinafter described, and 
authorization, if deemed necessary by the Commission, to abandon the facilities 
to be replaced. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 30, 1954, and October 1, 1954, respecting the matters involved and 
the issues presented by the application. No protest to said application has been 
received. 

Applicant proposes to construct and operate approximately 10.5 miles of 12- 
inch pipeline extending from its Leach Gasoline Plant in Boyd County, Kentucky, 
to connect with its existing Line U, at Pollard, Boyd County, Kentucky. Said 
line will replace approximately 6 miles of existing 14-inch Line F, extending 
from Kenova to Ashland, Kentucky, which was constructed in 1905. Applicant 
proposes to retire said 6 miles of 14-inch line as transmission property and to 
continue its use as distribution property. 

Applicant also proposes to construct and operate approximately 2.6 miles 
of 20-inch pipeline near Huntington, West Virginia, to replace approximately 
4.4 miles of existing 14-inch Line K serving that city. The section of line to 
be replaced is proposed to be abandoned in place. 

Applicant proposes to utilize the proposed facilities to aid it in meeting the 
estimated peak-day requirements during the 1954-1955 winter, and thereafter, 
in the Ashland-Ironton market area near the Kentucky-Ohio state line, and in 
the Huntington, West Virginia, market area. 

Applicant estimates that its Ashland-Ironton peak-day retail load will increase 
to approximately 60,000 Mcf by the 1956-1957 winter, and that peak-day retail 
load in the Huntington area will increase to approximately 77,800 Mcf during 
the 1956-1957 winter. No new service is proposed to be rendered by means of 
the proposed facilities. 

The estimated total overall capital cost of the proposed facilities is $689,200. 
Applicant proposes to finance such cost with funds to be provided by its parent 
company, The Columbia Gas System, Inc. 

The Commission finds: 

(1) Applicant, a West Virginia corporation, having its principal place of 
business at Charleston, West Virginia, owns and operates, among other facilities, 
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a natural-gas transmission pipeline system located in the States of West Virginia 
and Ohio, is engaged in the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, and is, therefore, a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of March 1, 1944, in Docket No. G-341, 4 FPC 534. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the proposed construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described by Applicant are required by the public convenience and necessity, 
and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the issuance of the certificate referred to in paragraph 
(6), above, and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order shall 
be completed and in actual operation, should be fixed at 4 months from the 
date on which this order issues. 

(7) The proposed abandonment by replacement of the facilities hereinbefore 
described are permitted by the present and future public convenience and neces- 


sity, and permission therefor, and approval thereof, should be granted as herein- 
after ordered. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued, authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application, as supplemented, 
in this proceeding, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 
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(D) Permission and approval of the abandonment by Applicant of the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, be and the same hereby is granted. 

Commissioner Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 


Lone Star Gas Co. 
Docket No. G—2541 


October 8, 1954 


On August 11, 1954, Lone Star Gas Company (Applicant), a Texas corporation 
with its principal office in Dallas, Texas, filed an application pursuant to Section 
7 of the Natural Gas Act for a certificate of public convenience and necessity 
authorizing the construction and operation of 1.09 miles of 3-inch pipeline 
extending from Applicant’s 16-inch transmission line at a point in Cooke County, 
Texas, to the plant of the National Supply Company, near Gainesville, Cooke 
County, Texas, together with measuring and regulating facilities for use in 
connection therewith. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 29, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that the proposed facilities will supply fuel for four process- 
ing furnaces and one steam: boiler (heating) in the oil field machinery and 
supply manufacturing plant of National Supply Company (National) near 
Gainesville, Texas. Requirements are estimated to be 121.3 Mcf on an average 
day, 508.8 Mcf on a maximum day, and 44,300 Mcf annually during 1954-55, 
1955-56, and 1956-57. 

The Commission finds: 

(1) Applicant, a Texas corporation having its principal place of business at 
Dallas, Texas, owns and operates, among other facilities, a natural-gas trans- 
mission system located in the States of Texas and Oklahoma, and by such op- 
erations is engaged in the transportation and sale for resale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission and is, 
therefore, a “natural-gas company” within the meaning of the Natural Gas Act, 
as heretofore found by the Commission in its order of April 11, 1944, in Docket 
No. G—442, 4 F. P. C. 565. 

(2) The facilities hereinbefore described, and as more fully described in 
the application filed herein, are to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
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been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations, including the 
Rules of Practice and Procedure (18 CFR 157.20) should attach to the cer- 
tificate hereinafter issued, and to the exercise of the rights granted thereunder ; 
and that the time within which construction of facilities authorized by this 
order shall be completed and said facilities placed in actual operation should 
be fixed at three months from the date on which this order issues. 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Lone Star Gas Company, authorizing it to construct and 
operate the facilities hereinbefore described and as more fully described in 
the application. 

(B) This certificate shall be accepted in writing, and under oath, by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5), of Section 157.20 of 
the Commission’s Regulations, including the Rules of Practice and Procedure, 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder; and that the time within 
which construction of facilities authorized by this order shall be completed 
and said facilities placed in actual operation should be fixed at three months 
from the date on which this order issues. 

Commissioner Digby not participating. 


Order authorizing acquisition and merger or consolidation of facilities and 
issuance of securities 


Black Hills Power and Light Co. 
Docket No. E-6570 


October 8, 1954 


Black Hills Power and Light Company (Applicant), incorporated under the 
laws of the State of South Dakota, and qualified to do business as a foreign 
corporation in the State of Wyoming, with its principal place of business at 
Rapid City, South Dakota, by application filed July 22, 1954, as amended 
August 16, 23, 30, and October 4, 1954, seeks authorization, pursuant to the 
provisions of Section 203 of the Federal Power Act, to merge or consolidate 
the whole of its facilities with certain generating, transmission and other 
facilities proposed to be acquired through purchase from the Homestake Mining 
Company (Homestake), and Wyodak Coal Company (Wyodak); and author- 
ization, pursuant to Section 204 of the Act, for the issuance of $916,000, 
principal amount of promissory notes to effect such acquisition and consolidation 
or merger. Homestake is a corporation organized and existing under the laws 
of the State of California, with its principal business office in San Francisco, 
California, and Wyodak, its wholly-owned subsidiary, was incorporated under 
the laws of the State of South Dakota and has qualified to do business as a 
foreign corporation in the State of Wyoming with its principal business office 
located at Lead, South Dakota. 
























































































1442 FEDERAL POWER COMMISSION 





According to the terms of an agreement (to be dated on or about October 
11, 1954), between Applicant, Homestake and Wyodak, Applicant proposes to 
acquire Homestake’s 11,500-kw Kirk steam-electric generating station and 
appurtenant facilities located near Lead, South Dakota, together with trans- 
mission lines and substations interconnecting that plant to Applicant’s Pluma 
generating station; and to acquire Wyodak’s 5,000-kw steam-electric generating 
station and appurtenant facilities located near Gillette, Wyoming, together with 
identified water rights and certain transmission lines and substations used in 
connection with that Company’s mining operations and in rendering wholesale 
electric service to the City of Gillette, Wyoming, (Gillette), and the Tri-County 
Electric Association, Inc. (Tri-County). 

That agreement provides that Applicant will pay an aggregate amount of 
$916,000 in consideration for these facilities. Of this amount $444,000 will be 
paid to Homestake for the Kirk facilities through the Applicant’s issuance to 
Homestake of (1) an aggregate of $266,400, principal amount, of its 4% 
promissory notes which are to be secured by a purchase money mortgage 
covering those properties and which will mature two years from the date of 
issue; and (2) an aggregate of $177,600, principal amount, of its 4% promissory 
notes which are to be unsecured and to mature serially over a 10-year period 
from the date of issue. The remaining amount of $472,000 will be paid to 
Wyodak for its facilities through the Applicant’s issuance to Wyodak of (1) 
an aggregate of $283,200, principal amount, of its 4% promissory notes which 
are to be secured by a purchase money mortgage covering those properties 
and which will mature two years from the date of issue; and (2) an aggregate 
of $188,800, principal amount, of its 4% promissory notes which are to be 
unsecured and to mature serially over a 10-year period from the date of issue. 
Applicant reserves the privilege to make cash payments in lieu of any such 
issuances of promissory notes in whole or in part and to prepay without 
premium any such promissory notes issued. 

The application states that a study of pertinent records of Homestake and 
Wyodak indicated that the respective accounting records of Homestake and 
Wyodak reflect the original costs to those companies of the facilities presently 
sought to be acquired to be in the aggregate amount of $2,709,000. 

The Applicant proposes upon acquisition of the properties to record in its 
electric plant accounts the amount of $2,709,000 and to credit its reserve for 
depreciation of electric plant, Account 250, in the amount of $1,793,000 as 
representing estimated applicable accrued depreciation. The foregoing ac- 
counting entries are stated to be subject to adjustment upon classification of 
the properties to be acquired by accounts at original cost as required by the 
Commission’s uniform system of accounts. This classification Applicant states 
is necessary due to the fact that Homestake and Wyodak, being engaged pri- 
marily in mining operations, have not maintained accounting records by 
utility primary accounts. 

The Applicant states that the Kirk facilities are located in a geographical 
area served by its interconnected production and transmission system and will 
upon acquisition be operated as a part of that interconnected system. The 
application shows the Wyodak facilities to be presently isolated from Appli- 


2 Pursuant to this agreement Applicant would also acquire (1) certain rights to pur- 
chase the coal needs of the Kirk and Wyodak plants and those of its Osage, Wyoming, 
generating station from Wyodak’s coal bed adjacent to the Wyodak plant site for a price 
stated by the Applicant to be more favorable to it than its current coal costs; and (2) 
an option, exercisable within a period of two years from the date of the agreement, to 
lease the aforesaid coal bed from Wyodak and to acquire certain surface rights therein 
as well as specified mining equipment and structures. 
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eant’s interconnected production and transmission system, but Applicant’s 
future construction program is stated to contemplate its interconnection there- 
with. Applicant states that upon acquisition of the Kirk facilities it will 
supply from its interconnected system such of Homestake’s energy require- 
ments as are not supplied from hydroelectric generating stations owned and 
operated by that Company. Applicant states that upon acquisition of the 
Wyodak facilities it will continue to supply Wyodak’s energy requirements 
from that plant along with the energy requirements of Gillette and of Tri- 
County. It is anticipated that some of Tri-County’s energy requirements will 
be supplied later over a proposed interconnection of its facilities with Appli- 
cant’s interconnected production and transmission network. 

The Applicant sets forth, among other things, that the proposed transaction 
is in the public interest because (1) additional installed generating capacity will 
be added to its system ; (2) additional customers will be added to its system ; and 
(3) a reduction of power house coal costs will be effected. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California, the Public Utilities Commission of South Dakota and the 
Public Service Commission of Wyoming and to the Governor of each of those 
States. Notice was also published in the Federal Register on July 30, 1954 (19 
FR 4693-94), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
August 13, 1954. No protest or petition or request to be heard in opposition to 
the granting of such application has been received. 

The Public Service Commission of Wyoming by order dated September 30, 1954, 
approved the proposed transaction. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of South Dakota. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted be- 
tween the States of Wyoming and South Dakota and consumed at points outside 
of the State in which it is generated, all of which facilities are in addition to 
and do not include facilities used for the generation of electric energy, facilities 
used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter and Applicant is, therefore, a public utility within 
the meaning of that term as used in Sections 203 and 204 of the Federal Power 
Act. 

(2) By the proposed acquisition of the Kirk and Wyodak facilities, all as 
described above, Applicant will merge or consolidate the whole of its facilities 
subject to the jurisdiction of the Commission with the facilities of other persons 
within the meaning of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of the Kirk and 
Wyodak facilities by the Applicant will be consistent with the public interest as 
expressed in the Act. 

(4) The proposed issuances by Applicant of an aggregate of $444,000, principal 
amount, of promissory notes to Homestake and an aggregate of $472,000, princi- 
pal amount of promissory notes to Wyodak, all as described above, will constitute 
isuances of securities within the purview of Section 204 of the Act. 

(5) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance of promissory notes, 
referred to in finding (4) above, are, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 
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(6) The proposed issuances of promissory notes, referred to in finding (4) 
above, as hereinafter authorized, will be for lawful objects, within the corporate 
purposes of Applicant and compatible with the public interest, which is appropri- 
ate for and consistent with the proper performance by the Applicant of service 
as a public utility, and which will not impair its ability to perform that service, 
and is reasonably appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed acquisition and consolidation or merger of the Kirk and 
Wyodak facilities by the Applicant and the proposed issuances of promissory 
notes to effect such acquisition, all as described above, be and the same hereby 
are authorized and approved upon the terms and conditions as set forth in the 
application subject to the provisions of this order. 

(B) The Applicant, within six months from the issuance of this order, shall 
comply with the requirements of the Commission’s uniform system of accounts, 
by filing the following: determinations of the original costs of the facilities ac- 
quired; and determinations of the reserves for depreciation applicable to such 
facilities. With respect to any excess over net original cost found properly 
classified in Account 100.5, Electric Plant Acquisition Adjustments, the Appli- 
cant shall charge such amount to Account 271, Earned Surplus. In the event 
that there should be a credit balance in Account 100.5, the Applicant shall transfer 
that amount to Account 250, Reserve for Depreciation. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any matter whatsoever 
which may come before this Commission or any other regulatory body, and noth- 
ing in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Chairman Kuykendall and Commissioner Digby not participating. 


Order authorizing issuance of common stock 
Sierra Pacific Power Co. 
Docket No. E-6581 
October 8, 1954 


Sierra Pacific Power Company (Applicant), incorporated under the laws of 
the State of Maine, qualified to do business as a foreign corporation in the 
States of California and Nevada, with its principal place of business in Reno, 
Nevada, filed an application on September 1, 1954, as amended September 13, 27 
and October 6, 1954, requesting an order, pursuant to Section 204 of the Federal 
Power Act, authorizing the issuance of 34,807 shares of common stock (par value 
$15 per share), and exempting such issuance from the competitive bidding re- 
quirements of Sections 34.la (b) and (c) of the Commission’s General Rules 
and Regulations upon findings as referred to in Section 34.la (a) (4). The 
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Applicant also seeks subsequent authorization for the issuance of $4,000,000, 
principal amount of first mortgage bonds, series due 1984, to be sold at competi- 
tive bidding pursuant to the Commission’s General Rules and Regulations. 

The application states that pursuant to preemptive rights the 34,807 shares 
of common stock proposed to be issued will be offered pro rata to Applicant’s 
preferred and common stockholders of record on October 5, 1954, at a price of 
$32.00 per share. Each preferred stockholder will be entitled to subscribe for 
one share of the proposed issuance for each five shares of preferred stock (par 
value $100 per share), held and each common stockholder will be entitled to sub- 
scribe for one share of the proposed issuance for each ten shares of common 
stock (par value $15 per share), held. There will be an over-subscription 
privilege subject to allotment and rights to subscribe will be evidenced by trans- 
ferable subscription warrants. 

Subscriptions through the exercise of rights must be accompanied by a pay- 
ment of the full subscription price for all shares subscribed and in the case 
of shares subscribed for under the over subscription privilege a partial payment 
must be made at the rate of $5.00 per share subscribed. No fractional shares 
of the proposed offering will be issued. 

The application states that pursuant to authorization of the Commission on 
July 29, 1954, Docket No. IN-878, Applicant engaged in negotiations for the un- 
derwriting of the proposed issuance of common stock and has reached a tenta- 
tive agreement with Stone & Webster Securities Corporation (Stone & Webster), 
and Dean Witter & Co. (Dean Witter). According to the terms of that agree- 
ment all unsubscribed shares of the proposed offering will be purchased by the 
underwriters at the subscription price to the Applicant’s stockholders. As com- 
pensation therefor, the Applicant proposes to pay the underwriters the sum of 
$.40 per share for each of the 34,807 shares of the proposed issuance plus the 
additional sum of $.95 per share for each of said shares purchased from the Ap- 
plicant by the underwriters including shares purchased by the underwriters 
through the exercise of subscription warrants. That agreement further provides 
for the Applicant’s receipt of 50% of any excess received by the under- 
writers over the subscription price on resales of any unsubscribed shares pur- 
chased by them after allowance for certain dealers concessions and any losses 
incurred by @he underwriters in connection with the sale of the unsubscribed 
shares. 

The application states that it is proposed to apply the proceeds from the pro- 
posed issuance of common stock estimated to approximate $1,100,000 together 
with approximately $4,000,000 which would be derived from the proposed subse- 
quent issuance of first mortgage bonds to (1) the redemption of all of Appli- 
cant’s outstanding $1,500,000, principal amount, of First Mortgage Bonds, 3%%, 
series due 1982, at the approximate redemption cost of $1,564,070; (2) the pay- 
ment of outstanding bank loan obligations of the Applicant in the aggregate 
principal amount of $2,900,000, which were incurred to meet construction ex- 
penditures; and (3) the financing of a part of Applicant’s 1954 construction pro- 
gram estimated at $3,252,200. 

The application indicates that the amount of call premium and expense in- 
cident to the proposed redemption of Applicant’s outstanding 3%% first mort- 
gage bonds, series due 1982, will be charged to its earned surplus along with the 
amount of presently unamortized debt discount and expense applicable to those 
bonds. 

Written notice of the application has been given to the Public Utilities Com- 
missions of California and Maine, and the Public Service Commission of Nevada 
and to the Governor of each of those States. Notice of the application has also 
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been given by publication in the Federal Register on September 10, 1954 (19 
FR 5870-5871), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before September 23, 1954. No petition or protest or request to be heard in op- 
position to the granting of said application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission ag 
heretofore described and set forth in the Commission’s order issued March 2 
1952, Docket No. E-6412, In the Matter of Sierra Pacific Power Company. 

(2) The proposed issuance and sale of 34,807 shares of common stock will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Act, and the proposed issuance of common stock 
is, therefore, not exempt by virtue of that Section from the requirements of Sec- 
tion 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers or 
stockholders or through ownership of securities or otherwise between Applicant 
and Stone & Webster, or between Applicant and Dean Witter. 

(5) The fees proposed to be paid to Stone & Webster and Dean Witter pur- 
suant to the aforementioned underwriting agreement do not appear to be 
unreasonable. 

(6) Under the circumstances of this case sufficient cause has been shown for 
exempting the proposed issuance of common stock from the competitive bidding 
requirements of Sections 34.la (b) and (c) of the Commission’s General Rules 
and Regulations. 

(7) The proposed issuance of common stock, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(8) The period of public notice given in this matter is reasonal. 

The Commission orders: 

(A) The proposed issuance and sale of common stock, referred to above, upon 
the terms and conditions and for the purposes specified in the application, be 
and the same hereby are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of common stock, referred to above, 
hereby are exempted from the competitive bidding requirements of Sections 
34.1a (b) and (c) of the Commission’s General Rules and Regulations. 

(C) If the anticipated proceeds of the proposed issuance of first mortgage 
bonds do not become available the application of the proceeds of this issue of 
common stock shall be subject to the further order of this Commission. 

(D) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates, or determinations of costs, or any matter whatso- 
ever which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 
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(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Chairman Kuykendall and Commissioner Digby not participating. 


Findings and order granting request for amendment and modification of orders 
granting authorization to export natural gas from the United States into the 
Dominion of Canada and issuing a certificate of public convenience and 
necessity, and for amendment and modification of Presidential Permit 


Treasure State Pipe Line Co. 
Dockets Nos. G—1982, G—1983, G-1984, G-2147, and G-2148 
October 18, 1954 





On March 15, 1954, Treasure State Pipe Line Company (Applicant) filed three 
applications in the above-entitled proceedings, requesting (1) an order of the 
Commission amending its order in Docket No. G—1982, issued on November 19, 
1952, 11 F. P. C. 1448, as amended by an order in Docket Nos. G—1982 and 
G-2147, issued on September 8, 1953, 12 F. P. C. 1210, authorizing Applicant, 
pursuant to Section 3 of the Natural Gas Act, to export natural gas from the 
United States into the Dominion of Canada; (2) an order of the Commission 
amending its order in Docket No. G—1984, issued on November 19, 1952, 11 F. P. C. 
1450, as amended by an order issued on September 8, 1953, 12 F. P. C. 1210, issuing 
a certificate of public convenience and necessity authorizing Applicant to con- 
struct and operate certain natural-gas facilities hereinafter described, to be used 
for the exportation of natural gas from the United States into the Dominion of 
Canada; and (3) an order of the Commission amending an amended Presidential 
Permit in Docket Nos. G-1983 and G—2148, signed by the President of the United 
States on August 15, 1953, pursuant to Executive Order No. 8202, dated July 13, 
1939, authorizing the construction, operation, maintenance, and connection at the 
international boundary of certain facilities, hereinafter described, for the exporta- 
tion of natural gas from the United States into the Dominion of Canada. 

Pursuant to due notice hearing was commenced in these proceedings on June 3, 
1954, recessed until June 4, 1954, and following denial of a motion by Staff 
counsel for dismissal, hearing was resumed and concluded on August 6, 1954. 
No protest to the applications has been received. 

The amended Presidential Permit in Docket Nos. G-1983 and G-2148, and the 
order issuing a certificate of public convenience and necessity in Docket No. 
G-1984, as amended by the Commission’s order issued on September 8, 1953, 
authorize Applicant to construct, operate, and maintain a valve connection and 
meter at a point on its existing facilities along the international boundary be- 
tween the United States and Canada; and the order issued in Docket No. G- 
1982, as amended by the Commission’s order in Docket Nos. G-1982 and G—2147, 
issued on September 8, 1953, authorizes Applicant, by means of said facilities, 
to export natural gas obtained from wells owned by its parent, Hardrock Oil 
Company, in the Cut Bank Gas Field in Montana, into the Dominion of Canada 
for transportation and delivery in the Town of Coutts, Province of Alberta, 
Dominion of Canada, and the Village of Milk River, Alberta, Canada, in exact 
accordance with the terms of contracts dated February 11, 1952, and March 27, 
1953, between Applicant and Coutts Gas Company, Limited. 

The volumes thereby authorized to be exported consist of such supply of 
natural gas as Applicant has available and as may be necessary to meet the 
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needs of Coutts Gas Company, Limited, for sale and distribution of natural gas 
within the Town of Coutts, and the Village of Milk River. Such exportation 
is expressly limited in said authorizations to a maximum annual volume of 
80,000 Mcf, for use only in Coutts and Milk River, and it is provided therein 
that in the event the gas supply available to Applicant shall fail in whole or in 
part, or shall be required to meet Applicant’s market within the United States, 
Applicant shall reduce or terminate its delivery and sales of natural gas to 
Coutts Gas Company, Limited, to such an extent as may be necessary to meet 
Applicant’s market within the United States. 

Applicant now proposes to obtain authorizations to export an additional 
40,000 Mcf of natural gas annually by means of the facilities hereinbefore de- 
scribed over and above the 80,000 Mcf presently authorized, in order to supply 
the requirements of Milk River. 

The record shows that Applicant’s request is made for the reason that The 
Petroleum and Natural Gas Conservation Board of Alberta has indicated that 
it will not permit the installation of a supply and distribution system to serve 
the Village of Milk River with natural gas unless an additional 40,000 Mcf 
of natural gas annually is authorized for export. Said additional volumes are 
alleged to be required upon the basis of estimates of The Petroleum and Natural 
Gas Conservation Board of Alberta, that such additional gas will be necessary 
to provide for future increases in population in the Milk River area during the 
next ten years. 

Applicant alleges that if natural gas is to be exported for the service pro- 
posed by Applicant, the export authorization by the Commission must be 
amended by increasing the authorized volumes as indicated by the Alberta 
Board. Applicant further alleges that such increased exportation will not be 
inconsistent with the public interest, among other reasons, because it will pro- 
mote amity with the Commonwealth of Canada, and that discontinuance of 
exportation is required whenever necessary to care for domestic requirements. 

It appears from the record that Applicant will be required to export only 
such volumes as are actually required for the service herein proposed within 
the maximum volume of 120,000 Mcf annually for which authorization is now 
requested. 

We deem the limitations contained in the contracts between Applicant and 
its Canadian customer which are incorporated in the existing authorizations 
and which will be incorporated in those which we propose to make herein, to 
be adequate to insure protection of domestic requirements without the neces- 
sity of reliance upon a specific maximum limitation upon the annual volumes 
of natural gas which may be exported by Applicant. 

In these circumstances, and to enable Applicant to comply with the require- 
ments of the Alberta Board, we find that the granting of the amendments re- 
quested by Applicant will not be inconsistent with the public interest . 


The amended Presidential Permit hereinbefore described provides, in Article 
2 thereof, among other things, that: 


No substantial change shall hereafter be made in the facilities and opera- 


tions authorized by this permit until such change shall have been approved 
by the Commission. 


Article 12 of said Permit provides that: 


This permit is subject to the limitations, terms, and conditions contained 
in the orders issued by the Federal Power Commission in Docket Nos. G- 
1982 and G-—2147, upon applications filed by Permittee pursuant to Section 
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3 of the Natural Gas Act, authorizing the exportation of natural gas into 
the Dominion of Canada from the United States, and for amendment of 
such authorization, and in Docket No. G—1984 upon applications filed by 
Permittee pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing the construction and oper- 
ation of natural-gas facilities for such exportation, and for amendment of 
such certificate, and shall continue in force and effect only so long as Per- 
mittee shall continue the operations thereby authorized in exact accordance 
with such limitations, terms and conditions. 

The Commission finds: 

(1) It is appropriate for carrying out the provisions of the Natural Gas Act, 
and good cause exists to modify and amend the orders heretofore issued by the 
Commission in Docket Nos. G—1982, G—2147, and G—1984, in the manner herein- 
before set forth, all as more fully set forth in the applications filed on March 
15, 1954 by Applicant in Docket Nos. G—1982, G—2147, and G—1984. 

(2) It is not inconsistent with the public interest to grant approval by the 
Commission of the modification and amendment of the authority contained in the 
amended Presidential Permit signed by the President of the United States on 
August 15, 1953, to conform with the authorization herein granted to Applicant 
to export up to 120,000 Mcf of natural gas annually, all as more fully set forth in 
the applications filed by Applicant on March 15, 1954, in Docket Nos. G-1983 and 
G-2148. 

The Commission orders: 

(A) Paragraph (A) of the Commission’s order issued in Docket Nos. G—1982 
and G-2147 on September 8, 1953, be and the same hereby is modified and amended 
by the elimination therefrom of the words “such exportation of natural gas shall 
be limited to a maximum annual quantity of 80,000 Mcf”, and by the substitution 
in lieu thereof the words “Such exportation of natural gas shall be limited to a 
maximum annual quantity of 120,000 Mcf’”’. In all other respects said Paragraph 
(A) shall be and remain the same. 

(B) Paragraph (B) of the Commission’s order issued in Docket No. G—1984 
on September 8, 1953, be and the same hereby is modified and amended by the 
elimination therefrom of the words “Such exportation of natural gas shall be 
limited to a maximum annual quantity of 80,000 Mcf”, and by the substitution in 
lieu thereof the words “Such exportation of natural gas shall be limited to a 
maximum annual quantity of 120,000 Mcf”. In all other respects said Paragraph 
(B) shall be and remain the same. 

(C) Approval be and the same hereby is granted authorizing Treasure State 
Pipe Line Company to export up to a maximum annual quantity of 120,000 Mcf of 
natural gas instead of a maximum annual quantity of 80,000 Mcf of natural gas, 
all as more fully set forth in the aforesaid applications, over the facilities speci- 
fied in the amended Permit signed by the Chairman of the Federal Power Com- 
mission on September 21, 1954 and accepted by Treasure State Pipe Line Com- 
pany on September 24, 1954. 

(D) Concurrently with the service of this order, the amended Permit signed 
by the Chairman of the Federal Power Commission, referred to in paragraph 
(C) above, be released and a copy transmitted by the Secretary to Treasure State 
Pipe Line Company. 

Commissioners Draper and Smith not participating. 
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Declaration of exemption 
Monarch Gas Co. 
Docket No. G—2856 
October 18, 1954 


Monarch Gas Company (Applicant) filed an application on September 20, 1954, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in the transportation, sale 
and distribution of natural gas in the State of Illinois. 

2) Applicant purchases interstate natural gas from Texas Illinois Natural 
Gas Pipe Line Company at a point in Effingham County, Illinois. 

(8) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Illinois and all of Applicant’s facilities are located within 
said State. 

(4) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Monarch Gas Company is exempt from the provisions of the Natural Gas Act, 
and the orders, rules and regulations of this Commission issued pursuant thereto. 

Commissioners Draper and Smith not participating. 


Findings and order amending order issued October 3, 1952 
Citizens Gas Co. 
Docket No. G—1480 


October 19, 1954 


Citizens Gas Company (Applicant or Citizens), a Pennsylvania corporation 
having its principal place of business in Stroudsburg, Pennsylvania, filed on 
August 16, 1954, pursuant to Section 7 (a) of the Natural Gas Act, an applica- 
tion for amendment of the order issued October 3, 1952, In the Matters of Warwick 
Gas Corporation, et al., Docket Nos. G—1476, et al., 11 F. P. C. 667, which will 
remove the limitation of 428 Mcf of natural gas per day which The Manufacturers 
Light and Heat Company (Manufacturers) was directed to deliver and sell to 
Applicant. 

Manufacturers filed on August 27, 1954, an answer and response to the ap- 
plication of Citizens reflecting the existence of sufficient system capacity and 
gas supply in the area in which deliveries are made to Applicant to enable 
Manufacturers to deliver the additional amounts which Applicant desires to 
have delivered in the immediate future. Manufacturers requests that the 
Commission not amend the order in such a way as to impose upon Manufacturers 
the obligation of meeting the full natural-gas requirements of Applicant at all 
times. However, Manufacturers states that it agrees with the purpose of the 
relief sought by Applicant insofar as Applicant seeks to be in a position to receive 
natural gas from Manufacturers on the same basis as Manufacturers’ other 
wholesale customers. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 12, 1954, respecting the matters involved and the issues presented 
by the application. No protest, request to be heard, or petition raising an issue of 
substance with respect to said application has been received. 

The record shows that under the terms of the October 3, 1952 order, 11 
F. P. C. 679, which modified and affirmed as modified the initial decision of 
the Presiding Examiner issued August 4, 1952, 11 F. P. C. 667, Applicant has 
been receiving natural gas from Manufacturers in volumes not in excess of 
428 Mcf per day. Applicant now shows that its peak day requirements already 
exceed 428 Mcf, and that the requirements of its customers on a peak day for 
the next five years will increase from 591 Mcf to 1,345 Mcf. Similarly, Ap- 
plicant shows that the annual requirements of its customers during the next 
fixe years will increase from 128,570 Mcf to 309,651 Mcf. The record clearly 
shows that the removal of the limitation of 428 Mcf per day and the delivery 
of additional volumes of natural gas by Manufacturers to Applicant in excess of 
428 Mcf per day will not place an undue burden upon Manufacturers, or re- 
quire the enlargement of its transportation facilities, or impair its ability to 
render adequate gas service to existing customers. 

Upon consideration of the application, the answer and response thereto, and 
the evidence of record the Commission finds: 

(1) Applicant owns and operates a natural-gas local distribution system serv- 
ing the Boroughs of Stroudsburg and East Stroudsburg, Pennsylvania, and 
environs. 

(2) Applicant is legally authorized to engage in the local distribution of 
natural gas to the public. 

(3) Manufacturers owns and operates, among other facilities, a natural-gas 
transmission pipeline system in the States of Pennsylvania, West Virginia and 
Ohio; by such operations it is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale, subject to the jurisdiction of the Com- 
mission, and is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of December 29, 1944, at 
Docket No. G—5938, 4 F. P. C. 821. 

(4) To direct Manufacturers to deliver and sell through the existing con- 
nection natural gas for distribution by Applicant in the Boroughs of Strouds- 
burg and East Stroudsburg, Pennsylvania, and environs, an additional amount 
of natural gas in excess of 428 Mcf per day desired by Applicant in the im- 
mediate future will not place an undue burden upon Manufacturers or require 
Manufacturers to enlarge its transportation facilities for such purpose or impair 
its ability to render adeqate service to its customers. 

(5) It is necessary and desirable in the public interest that Manufacturers 
be directed by order to deliver and sell to Applicant at the existing physical con- 
nection natural gas in excess of 428 Mcf per day desired by Applicant in the 
immediate future as disclosed by this record for distribution in the Boroughs 
of Stroudsburg and East Stroudsburg, Pennsylvania, and environs. 

(6) It is in the public interest and appropriate to the proper administration 
of the Natural Gas Act that the order of October 3, 1952, at Docket No. G-1480 
be amended to permit Citizens to purchase in excess of 428 Mcf per day from 
Manufacturers and to permit the latter to deliver and sell in excess of such 
volumes. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 
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The Commission orders: 

(A) The order of October 3, 1952, at Docket No. G-1480, modifying and affirm- 
ing as modified the initial decision of the Presiding Examiner, be and it is hereby 
amended to the end that the limitation of 428 Mcf of natural gas per day which 
Manufacturers was directed to deliver and sell and which Citizens may purchase 
shall be eliminated and to the extent that ordering paragraph D of such initial 
decision (11 F. P. C. 667, 678) shall read as follows: 

Respondent, The Manufacturers Light and Heat Company, shall establish 
physical connection of its natural-gas transmission pipeline facilities near 
Stroudsburg, Pennsylvania, with the lateral pipeline facilities of Citizens Gas 
Company, authorized herein, and shall sell and deliver to Citizens Gas Company 
through such interconnection natural gas for resale and service for ultimate 
public consumtion in the areas now served by Citizens Gas Company upon the 
terms and conditions of Respondent’s tariff on file with the Commission. 

(B) Manufacturers shall report to the Commission, in writing, under oath, 
the date upon which it commenced to deliver additional volumes of natural gas 
to Applicant in excess of 428 Mcf per day. 

Commissioners Draper and Smith not participating. 


Order amending order issuing certificate of public convenience and necessity 
Lateral Gas Pipeline Co. 
Docket No. G-2318 


October 19, 1954 


On September 2, 1954, Lateral Gas Pipeline Company (Lateral), Applicant in 
the above-entitled proceeding at Docket No. G-—2318, filed a petition to amend 
the order of the Commission issued July 12, 1954, 13 F. P. C. 1184, issuing a 
certificate of public convenience and necessity in said proceeding. 

Lateral seeks to construct and operate 12.7 miles of 6-inch and 13.9 miles of 
4-inch pipeline, in lieu of 13 miles of 5-inch and 14 miles of 4inch pipeline au- 
thorized by the Commission’s order issued July 12, 1954. 

Lateral states that its Engineering Department has resurveyed its project 
and has concluded that the ultimate development thereof, after the City of Vil- 
lisca, Iowa, is connected to the proposed pipeline, will require the capacity of a 
6-inch pipeline between that city and the main pipeline of Natural Gas Pipe 
Line Company of America. 

Lateral states that its proposed change in the design of its project will entail 
a cost of $305,065, in contrast to the original cost of its construction as pre- 
viously authorized of $283,031. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate to carry out the 
provisions of the Natural Gas Act to amend the order issued July 12, 1954, as 
hereinafter ordered. 

The Commission orders: 

The order of the Commission issued July 12, 1954, issuing a certificate of pub- 
lic convenience and necessity at Docket No. G-2318 be and the same is hereby 
amended authorizing the construction and operation of the facilities herein- 
before described in lieu of those previously authorized. 

Commissioners Draper and Smith not participating. 
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Findings and order issuing certificates of public convenience and necessity 
Montana-Dakota Utilities Co., et al. 
Docket No. G—2382, et al. 


October 19, 1954 * 


Montana-Dakota Utilities Co. (Montana-Dakota), a Delaware corporation 
having its principal place of business at Minneapolis, Minnesota, filed an appli- 
cation with the Federal Power Commission, on March 2, 1954, which was supple- 
mented on June 2 and July 12, for a certificate of public convenience and neces- 
sity, for the transportation and sale of natural gas subject to the jurisdiction 
of the Commission, pursuant to Section 7 (c) of the Natural Gas Act, authoriz- 
ing: (1) The leasing and operation of a 2,640-horsepower compressor station and 
appurtenant facilities to be constructed by Montana-Wyoming Gas Pipe Line 
Company (Montana-Wyoming) near Hardin in Big Horn County, Montana, 
adjacent to the Worland-Cabin Creek line operated by Montana-Dakota ; and (2) 
the construction and operation of a tap on the Worland-Cabin Creek line at a 
point near Warren in Carbon County, Montana, together with metering and 
regulating equipment, and approximately 4.2 miles of 10%-inch pipeline in Big 
Horn County, Wyoming, extending from the Big Horn Processing Plant to a 
point on the Worland-Cabin Creek line together with metering equipment adja- 
cent to the Big Horn plant. Montana-Dakota also seeks authority to sell and 
deliver to Montana Power Company, at the proposed tap near Warren, an aver- 
age of 10,000 Mcf of natural gas per day for any one year, but no more than 
15,000 Mcf on any one day, for the period commencing with the date of initial 
delivery to Montana Power Company and ending December 31, 1964." 

- *” ” o of * + 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 20, 1954, respecting the matters involved in and the issues presented 
by the interdependent applications. No protest to the applications has been 
received. At the hearing, counsel for Montana-Dakota moved orally on the 
record, pursuant to Section 1.30 (c) of the Commission’s Rules of Practice 
and Procedure, that the intermediate decision procedure be omitted. Staff 
counsel joined with Montana-Dakota in its effort to expedite a decision and 
moved that the intermediate decision procedure be omitted respecting all appli- 
cations in these consolidated proceedings. All parties present and Staff counsel 
having waived or concurred in the waiving and omission of the intermediate 
decision procedure, and in lieu thereof having requested that the Commission 
forthwith render the final decision, and the aforesaid motions not having been 
denied, omission of the intermediate decision procedure was granted September 
30, 1954, pursuant to Section 1.30 (d) (5) of the Commission’s Rules of Practice 
and Procedure. 

The natural gas which the aforesaid producers propose to sell to Montana- 
Dakota is residue gas from the Big Horn Processing Plant to be operated by the 
producers. The Big Horn plant will be completed and ready for operation 
about December 1, 1954. Montana-Dakota will connect to the Big Horn plant 
with its 10%4-inch pipeline proposed herein and transport the gas for resale at 
points on its interstate pipeline system, including the proposed sale and delivery 
to the Montana Power Company. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 

* At the formal hearing. Montana-Dakota modified its proposal for the sale and delivery 
of gas to Montana Power Company as hereinabove stated, and the application was amended 
accordingly by a supplement filed October 1, 1954. 
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On July 19, 1954, the Commission granted temporary authority for the con- 
struction, leasing and operations of Montana-Dakota proposed herein, other 
than the proposed sale and delivery of gas to the Montana Power Company. 
Approximately 15.2 miles of 12%-inch pipeline will be constructed by Montana 
Power Company extending from the proposed point of delivery by Montana- 
Dakota to the existing gas system of Montana Power Company. The proposed 
additional supply of natural gas is needed by Montana Power Company because 
of its diminishing reserves in the State of Montana and the present and future 
requirements of its system located wholly within the State of Montana. The 
natural gas to be purchased from Montana-Dakota at the proposed tap near 
Warren will be used by Montana Power Company to supplement the present 
gas sources for the requirements of its system. 

By its order issued December 1, 1949, in Docket No. G—1229, 8, F. P. C. 409, 
the Commission authorized Montana-Dakota to lease from Montana-Wyoming 
and operate the Worland-Cabin Creek line and appurtenant facilities extending 
from the Worland field in Wyoming to the Cabin Creek compressor station of 
Montana-Dakota in Fallon County, Montana. Montana-Dakota proposes to 
lease the proposed 2,640-horsepower compressor station and appurtenant 
facilities near Hardin, Montana, from Montana-Wyoming and to operate it 
under the same terms and conditions it was authorized to lease and operate the 
Worland-Cabin Creek line. The proposed compressor station near Hardin is 
necessary to transport the additional gas to be purchased by Montana-Dakota 
and to maintain adequate deliveries at its Cabin Creek station. 

The construction, leasing, and operation of the facilities proposed by Montana- 
Dakota herein are necessary to the development and conservation of gas reserves 
in the Manderson and Slick Creek fields in the Big Horn Basin, and will provide 
an additional svurce of natural gas for Montana-Dakota’s interstate pipeline 
system, including the proposed sale to Montana Power Company. 

The estimated cost of the facilities proposed for construction by Montana- 
Dakota is $136,602. The estimated cost of the proposed compressor station 
near Hardin, Montana, to be constructed by Montana-Wyoming and leased and 
operated by Montana-Dakota is $653,074. The proposed construction by 
Montana-Dakota is to be financed with funds on hand and the construction of 
the proposed compressor station by Montana-Wyoming will be fiananced with 
funds borrowed from National City Bank of New York by Montana-Dakota and 
loaned to Montana-Wyoming. 

The Commission finds: 

(1) Montana-Dakota Utilities Co., a Delaware corporation with its principal 
place of business at Minneapolis, Minnesota, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of March 22, 1946, 5 F. P. C. 64. 

(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G—2382, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Montana-Dakota’s existing pipeline system, 
and the construction, leasing, and operation thereof by Montana-Dakota are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 


(3) Montana-Dakota is able and willing properly to do the acts proposed in 
said application and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 
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(4) The proposed construction, leasing, and operation of the facilities by 
Montana-Dakota are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

* * « + * * * 

The Commission orders : 

(A) A certificate of public convenience and necessity be and the same hereby 

is issued, upon the terms and conditions hereinafter provided authorizing 
Montana-Dakota: (1) to lease and operate, from the commencement of opera- 
tions to October 1, 1975, the aforesaid compressor station and appurtenant 
facilities to be constructed by Montana-Wyoming near Hardin, Montana; (2) 
to construct and operate a tap on the Worland-Cabin Creek line near Warren, 
Montana, and sell and deliver to Montana Power Company an average of 10,000 
Mcf of natural gas per day for any one year, but no more than 15,000 Mcf on 
any one day, for the period commencing with the date of initial delivery to 
Montana Power Company and ending December 31, 1964; and (3) to construct 
and operate approximately 4.2 miles of 10%4-inch pipeline from the aforesaid 
sig Horn Processing Plant to a point of connection with the Worland-Cabin 
Creek Line, together with metering equipment adjacent to the Big Horn plant; 
all as more fully described in the application in Docket No. G—2382, as modified 
and amended for the transportation and sale of natural gas in interstate com- 
merce, as therein set forth, subject to the jurisdiction of the Commission. 

(B) The certificate of public convenience and necessity issued to Montana- 
Dakota herein is upon the express condition that the agreement under which 
Montana-Dakota proposes to lease the aforesaid compressor station and ap- 
purtenant facilities from Montana-Wyoming shall conform with the provisions 
of paragraph 9 and shall contain provisions similar to those set forth in para- 
graphs 15, 16, 17 and 18 of the lease agreement dated December 1, 1949 between 
Montana-Dakota and Montana-Wyoming, which is Exhibit No. 3 in these 
proceedings. 

(C) The certificate in Docket No. G-—2382 shall be accepted in writing, and 
under oath by a responsible official of Montana-Dakota, and the general terms 
and conditions set forth in paragraphs (1), (2), (8) (i), (8) (iii), (3) (iv), 
and (5) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized in Docket No. 
G-2382 shall be constructed and placed in actual operation as provided by 
paragraph (2) of section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 4 months from the date on which this order issues. 

* * * « * * « 


(G) The certificates issued in paragraphs (A) and (E) hereof are not trans- 
ferable and shall be effective only so long as the respective applicants continue 
the sales and acts hereby authorized and operation of facilities necessary 
therefor hereby certificated in accordance with the provisions of the Natural 
Gas Act and the applicable rules, regulations and orders of the Commission. 

(H) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedules for the service herein authorized; and is without prejudice to 
any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or against 
the respective applicants herein. 
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(I) Within 30 days from the issuance of this order, the respective applicants 
herein shall have filed appropriate rate schedules, pursuant to the Commis. 
sion’s Rules and Regulations, covering the respective sales of natural gas for 
resale authorized herein. 

Commissioners Draper and Smith not participating. 

. 7 ° * + 


Declaration of exemption and order dismissing complaint 


Syracuse Suburban Gas Co., Inc. v. Niagara Mohawk Power Corp.; Niagara 
Mohawk Power Corporation 


Docket Nos. G-2407; G-—2517 
October 19, 1954 


Niagara Mohawk Power Company (Applicant) filed an application in Docket 
No. G-2517 on August 2, 1954, for exemption from the provisions of the Natural 
Gas Act pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a New York corporation engaged in the transportation, 
distribution and sale for resale of natural gas in the State of New York. 

(2) Applicant purchases interstate natural gas from New York Natural Gas 
Corporation at points of delivery within the State of New York. 

(3) All the natural gas so received by Applicant is ultimately consumed 
within the State of New York and all of Applicant’s facilities are located 
within said State. 

(4) The Public Service Commission of the State of New York has filed with 
the Federal Power Commission a certificate that it has and is exercising reg- 
ulatory jurisdiction over the rates, service and facilities of Applicant. 

(5) Syracuse Suburban Gas Company, Inc., filed a complaint against Ap- 
plicant on April 19, 1954, in Docket No. G-2407, alleging principally that Niagara 
Mohawk Power Company is violating provisions of its FPC Gas Tariff by 
failing to provide Syracuse Suburban adequate service. 

The Commission finds: 

(1) Good cause exists to dismiss the complaint filed by Syracuse Suburban 
Gas Company, Inc., on April 19, 1954, in Docket No. G-2407, on the ground 
that the matters involved and the issues presented therein are no longer subject 
to Commission examination in view of the provisions of Section 1 (c) of the 
Natural Gas Act, and the application filed in Docket No. G—2517. 

(2) Niagara Mohawk Power Corporation is exempt from the provisions of 
the Natural Gas Act and the orders, rules and regulations of the Commission 
issued pursuant thereto. 

The Commission orders: 

The complaint filed by Syracuse Suburban Gas Company, Inc., on April 19, 
1954, in Docket No. G—2407, be and the same hereby is dismissed. 

Commissioners Draper and Smith not participating. 
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Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G-2542 
October 19, 1954 


Cities Service Gas Company (Applicant), a Delaware corporation having its 
principal place of business in Oklahoma City, Oklahoma, filed, on August 12 
and August 17, 1954, an application and supplement thereto pursuant to Section 
7 (c) of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the construction and operation of the following facilities for the 
transportation of natural gas in interstate commerce: 

(a) Three 1,350-horsepower compressor units at its Welda Station. 

(b) One mile of 16-inch gas pipeline, one mile of 6-inch gas pipeline, and four 
miles of 4-inch gas pipeline in the Colony, South Welda, and North Welda storage 
fields. 

(c) Approximately 55 injection and withdrawal wells in the Colony, South 
Welda, and North Welda storage fields. 

Applicant proposes to construct the facilities in order to maintain firm service 
during the 1954-1955 heating season in the Kansas City, Kansas and Missouri 
areas. The estimated cost of the facilities to be constructed is $1,426,690, which 
will be defrayed from treasury cash. 

On September 1, 1954, the Commission granted the Applicant temporary authori- 
zation pursuant to Section 7 (c) of the Natural Gas Act for the proposed con- 
struction pending determination on the application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 7 and 8, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Cities Service Gas Company, a Delaware corporation with its principal 
place of business in Oklahoma City, Oklahoma, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission by its order entered December 28, 1943, In the Matter of Cities Service 
Gas Company, Docket No. G—298, 4 F. P. C. 471. 

(2) The facilities hereinbefore described are to be used for the transportation 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by the Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules, and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) 
of Section 157.20 of the Commission’s Rules and Regulations, including the Com- 
mission’s Rules of Practice and Procedure, should attach to the certificate here- 
inafter issued and to the exercise of the rights granted thereunder, and that the 
time within which construction of the facilities authorized by this order should 
be completed and in actual operation should be fixed at three months from the 
date on which this order is issued. 
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(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.82 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, for the transportation of natural gas subject to the jurisdiction 
of the Commission and upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of the Applicant, and the general terms and conditions set 
forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 
157.20 of the Commission’s Rules and Regulations shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules and Regulations is hereby fixed at three 
months from the date on which this order issues. 
Commissioners Draper and Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-—2572 


October 19, 1954 





El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, on August 24, 1954, filed application with the 
Federal Power Commission for a certificate of public convenience and necessity 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of approximately four miles of 2%-inch pipeline in Pinal County, 
Arizona, extending from a point on its 654-inch San Manuel line to a point near 
the contiguous towns of Mammoth and New Mammoth, Arizona, together with 
metering and regulating equipment, for the transportation and sale of natural 
gas subject to the jurisdiction of the Commission, as described in the application 
on file with the Commission, and open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas to 
Arizona Public Service Company for resale within and adjacent to the towns of 
Mammoth and New Mammoth. Applicant will finance the proposed construction 
out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
September 27, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of nat- 
ural gas for resale for ultimate public consumption, and therefore is a “‘natural- 
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gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its January 11, 1944 order in Docket No. G—288, 4 FPC 
486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed 
at 4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedule A-1 and B-1 as 
proposed, or any effective superseding Rate Schedule. 

Commissioners Draper and Smith not participating. 


Declaration of partial exemption 
Consolidated Gas Utilities Corp. 
Docket No. G—2483 


October 19, 1954 


Consolidated Gas Utilities Corporation (Applicant) filed an application on 
July 12, 1954, for exemption from the provisions of the Natural Gas Act, pur- 
suant to Section 1 (c) thereof, of that portion of its facilities located in south- 
eastern Kansas and more fully described hereafter. 





1460 FEDERAL POWER COMMISSION 


Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation and sale for resale of natural 
gas in interstate commerce in the States of Kansas, Texas, and Oklahoma. 

(2) Applicant, among other facilities, owns and operates approximately 168 
miles of main transmission pipeline and appurtenant facilities in southeastern 
Kansas commencing at a point near the Town of Sycamore, Montgomery County, 
Kansas, and extending in a northerly direction to a point approximately six 
miles north of the Town of Humboldt, Allen County, Kansas, with respect to 
which it seeks exemption pursuant to Section 1 (c). 

(3) Such facilities are not connected to the remainder of Applicant’s pipe- 
line system. 

(4) Applicant purchases interstate natural gas for this segment of its system 
from Cities Service Gas Company at four points all located within the State 
of Kansas, and no other interstate gas is purchased for or used in such segment. 

(5) All of the gas used in such segment is ultimately consumed within the 
State of Kansas and all of Applicant’s facilities sought to be exempted are lo- 
cated within said State. 

(6) The Kansas Corporation Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service, and facilities of Applicant here sought to be exempted. 

Wherefore, the Commission declares, by reason of the foregoing: 

That segment of the facilities and operations of Consolidated Gas Utilities 
Corporation in southeastern Kansas, as hereinbefore described, is exempt from 
the provisions of the Natural Gas Act, and the orders, rules, and regulations 
of the Commission issued pursuant thereto. 

Commissioners Draper and Smith not participating. 


Order directing physical connection of facilities and sale of natural gas 


Luther Lusher 
Docket No. G-—2480 


October 20, 1954 


Luther Lusher (Applicant), having his principal place of business in Bar- 
boursville, West Virginia, filed, on July 6, 1954, as supplemented September 15, 
1954, an application, pursuant to Section 7 (a) of the Natural Gas Act, for an 
order directing United Fuel Gas Company (United Fuel) to deliver and sell 
natural gas to Applicant for resale at Whites Creek, Wayne County, West Vir- 
ginia, in aggregate volumes estimated at 70 Mcf on a peak day in the third year 
of operation. 

United, Fuel, in answer to the application, stated that delivery and sale of 
the volumes of natural gas requested by Applicant would not adversely affect 
its gas supply or existing customers, and that its existing facilities, other than 
the physical interconnections indicated, could adequately render the service 
requested. United Fuel took no position with respect to grant or denial of the 
application, and did not request a hearing. 

Applicant proposes to construct and operate approximately 4.7 miles of 2-inch 
pipeline, from a point on United Fuel’s existing transmission facilities in Wayne 
County, West Virginia, and to serve consumers by direct tap from such line. 
Cost of these facilities is estimated at $20,000. 
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Due notice of the filing of the application, including publication in the Federal 
Register on August 4, 1954 (19 FR 4885), has been given. No protest or peti- 
tion to intervene or request for hearing in this proceeding has been filed. 

The Commission finds: 

(1) Luther Lusher is engaged in the local distribution of natural gas to the 
public. 

(2) United Fuel Gas Company, a West Virginia corporation having its prin- 
cipal place of business at Charleston, West Virginia, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act and subject to the jurisdiction 
of the Commission as heretofore found. 

(3) It is necessary and desirable in the public interest to direct United Fuel 
to establish physical interconnections of its transportation facilities with the 
proposed facilities of and deliver and sell natural gas to Applicant for service 
at Whites Creek, Wayne County, West Virginia. 

(4) The service requested herein by Applicant will not place an undue burden 
on United Fuel nor will it impair its ability to render adequate service to its 
existing customers. 

The Commission orders: 

(A) United Fuel be and is hereby directed to establish physical interconnec- 
tions of its transportation facilities with the proposed facilities of Applicant 
and deliver and sell natural gas to Applicant for service at Whites Creek, Wayne 
County, West Virginia under its appropriate rate schedule on file with the 
Commission. 

(B) United Fuel shall report to the Commission, in writing and under oath, 
the date of commencement of the service directed in paragraph (A) above. 


Declaration of exemption 
Northern Indiana Public Service Co. 
Docket No. G—2536 


October 21, 1954 


Northern Indiana Public Service Company (Applicant) filed an application 
on August 9, 1954, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is an Indiana corporation, engaged in the transportation, dis- 
tribution and sale for resale of natural gas in the State of Indiana. 

(2) Applicant purchases interstate natural gas from Natural Gas Pipeline 
Company of America, Texas-Illinois Natural Gas Pipeline Company, and Pan- 
handle Eastern Pipe Line Company, all of which gas is delivered and received 
into its distribution mains at points within the State of Indiana. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Indiana, and all of Applicant’s facilities are located within the 
said State. 

(4) The Public Service Commission of Indiana has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 
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Wherefore, the Commission declares, by reason of the foregoing: 

Northern Indiana Public Service Company is exempt from the provisions of 
the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 


Order issuing preliminary permit 
Public Utility District No. 2 of Grant County, Washington 
Project No. 2114 


October 21, 1954* 


Application was filed July 22, 1952, by Public Utility District No. 2 of Grant 
County, Washington, of Ephrata, Washington, for a preliminary permit under 
the Federal Power Act (hereinafter referred to as the Act) for proposed Project 
No. 2114 on the Columbia River, navigable waters of the United States, in Chelan, 
Douglas, Kittitas, Grant, Yakima, and Benton Counties, Washington, and af- 
fecting lands of the United States under the supervision of the Atomic Energy 
Commission, the Department of the Army, the Department of the Interior, and 
Bonneville Power Administration. 

As described in the application, the proposed project, to be known as the Priest 
Rapids Project, would consist of a combination concrete and earthfill embank- 
ment dam across the Columbia River at about mile 397, with a total length of 
about 11,780 feet at elevation 560 feet, forming a reservoir extending upstream 
about 56 miles to the tailwater of Rock Island Project, with a concrete spillway, 
occupying the present channel; a stilling pool, and sluiceways through the dam; 
provisions for installation of future navigation locks to the right of the spillway; 
suitable fish ladders for passing migratory fish ; a powerhouse to house an initial 
installation of 23 turbine-generator units of 75,000 horsepower (53,000 kw) 
capacity each (total 1,725,000 horsepower; 1,219,000 kw) and an ultimate in- 
stallation of 30 turbine-generator units aggregating 2,250,000 horsepower 
(1,590,000 kw) ; and appurtenant hydraulic, mechanical, and electrical facilities 
and miscellaneous project works. 

The application states that, as planned, a large portion of the power to be 
developed will be used to supply the growing requirements of the agricultural 
and industrial development in the Columbia Basin Irrigation Project, with 
surpluses to be delivered into the Northwest Power Pool. 

On July 22, 1954 the Washington State Power Commission, an agency of the 
State of Washington, filed an application for preliminary permit for a project 
designated as Priest Rapids (Project No. 2162) which is substantially the same 
project as the one described in the District’s application for Project No. 2114. 

The Priest Rapids Project as proposed by the District and the Washington 
State Power Commission is substantially the same as a project of the same name 
proposed for development by the United States Corps of Engineers and adopted 
and authorized to be constructed by the United States in the Flood Control Act 
of 1950 (64 Stat. 170, 179). However, the provisions of that law, insofar as it 
provided for development of the Priest Rapids Project, were modified under 
Public Law 544 approved July 27, 1954 (68 Stat. 573), to permit such development 
in accordance with the conditions of a license, if issued, pursuant to the Federal 
Power Act and in accordance with the provisions of Public Law 544. The latter 
Act provides that if an application for license for the Priest Rapids Project is 


*Order modified by order issued November 23, 1954, infra, p. 1539. 
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not filed with the Federal Power Commission prior to the date, which is two years 
after its enactment, the provisions of the Act shall not be effective after that date 
and the authorization for the development of the Priest Rapids site contained in 
the Flood Control Act of 1950 shall have the same status it would have had if 
Public Law 544 had not been enacted. 

On August 9, 1954 the District, applicant for Project No. 2114, filed a formal 
protest against the Washington State Power Commission’s application for Pro- 
ject No. 2162, alleging that the State Commission is not competent or legally 
entitled to file the aforesaid application. 

The Superior Court of the State of Washington, in and for the County of Grant, 
on September 17, 1954, issued a restraining order under which the Washington 
State Power Commission was enjoined from, among other things, proceeding 
further before the Federal Power Commission with its application for prelimi- 
nary permit for Project No. 2162. Upon a hearing before the Court to determine 
whether the restraining order should be continued in effect pending a decision by 
the Court on the constitutionality of the Act creating the Washington State 
Power Commission, it was held that the restraining order, insofar as it affects 
the matters before the Federal Power Commission, be continued in effect pending 
a decision in the case on its merits. 

On October 18, 1954, the Secretary of Public Utility District No. 2 of Grant 
County advised the Commission by telegram that the District, by an appropriate 
resolution, authorized the following agreement: 


Public Utility District No. 2 of Grant County hereby agrees that in the 
event that the Federal Power Commission will issue a perliminary permit 
to Public Utility District No. 2 of Grant County in connection with the Priest 
Rapids hydroelectric project, Project No. 2114, on or before October 20, 1954, 
that the District will not object to the filing of an application for a license 
to construct said project by the Washington State Power Commission if said 
application for license is filed any time after the said Washington State 
Power Commission has established its legal competence and right to con- 
struct and operate said Priest Rapids hydroelectric project. This agreement 
is made with the express understanding that the District waives none of its 
legal rights or privileges of any kind, other than the above agreed upon 
modification of its rights under Section 5 of the Federal Power Act; and this 
agreement is made with the further express understanding that in issuing a 
license to construct said project to any applicant other than Public Utility 
District No. 2 of Grant County, that said license be granted only on the 
condition that the licensee will reimburse the District for such expendi- 
tures made by it in connection with the development and planning of said 
project as may be chargeable to the project, as prescribed by the uniform 
system of accounts of the Federal Power Commission; and this agreement is 
made with the further understanding that the Washington State Power Com- 
mission will, before filing any application for a license to construct said 
project, notify the District of its intention so to do no longer than sixty days 
nor less than thirty days prior to the date of filing said application. 


The resolution further provides that the above agreement shall be binding on 
the District if it is accepted by the act of the Federal Power Commission in 
issuing a preliminary permit to the District on or before October 20, 1954. 

An Assistant Secretary of the Interior, the Chief of Engineers, acting for the 
Department of the Army, and the Chairman of the Atomic Energy Commission, 
in reporting on the application, have offered no objection to issuance of a permit 
as hereinafter provided. The Department of Fisheries of the State of Washing- 
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ton, the Fish Commission of Oregon, and the Oregon State Game Commission, 
have protested the issuance of any preliminary permit. 

By its order issued March 10, 1953, the Commission permitted Chicago, Mil- 
waukee, St. Paul and Pacific Railroad Company to intervene in this proceeding, 
pursuant to its petition filed February 4, 1953. 

The Commission finds: 

(1) Public Utility District No. 2 of Grant County, Washington, is a municipal 
corporation organized under the laws of the State of Washington, and is a munici- 
pality as that term is defined in Section 3 (7) of the Federal Power Act. 

(2) Public notice of the application for preliminary permit for Project No, 
2114 has been given and, except as recited above, no conflicting application is 
before the Commission. In view of the conditions imposed in the preliminary 
permit hereinafter issued, it is not necessary for the Commission at this time to 
decide which applicant, the District or the State Power Commission, would be 
best able to construct the Priest Rapids Project for the widest public benefits 
under a license, since neither applicant is now prepared to apply for a license. 

(3) The proposed project does not affect any Government dam, but would 
conflict with the aforementioned plans of the United States Corps of Engineers 
to construct the Priest Rapids Project as authorized in the Flood Control Act 
of 1950, except for the provisions of Public Law 544 approved July 27, 1954 
which modified the 1950 act to permit construction, operation and maintenance 
of the project pursuant to the provisions of the Federal Power Act and Public 
Law 544. Under the circumstances, no reason is apparent for development of 
the Priest Rapids Project by the United States until at least July 26, 1956. 

(4) In view of the restraint placed upon the Washington State Power Com- 
mission and the limited time within which an application for license may be 
filed under the provision of Public Law 544, and in order to encourage the 
development of the water resources of the nation, it is in the public interest 
to issue a preliminary permit to Public Utility District No. 2 of Grant County, 
Washington as hereinafter provided. 

(5) The project as proposed will be located in a navigable water of the 
United States and will affect lands of the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Untility District No. 2 of 
Grant County, Washington (hereinafter referred to as the Permittee), for a 
period commencing October 1, 1954, and ending July 26, 1956, for the sole purpose 
of maintaining priority of application for license for proposed Project No. 2114, 
subject to the terms and conditions of the Federal Power Act and Public Law 
544, which are incorporated herein by reference as parts of this permit, and 
subject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Federal Power Act. 

(B) This permit is subject also to the terms and conditions set forth in 
Form P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary 
Permit”, which terms and conditions, described as Articles 1 through 8 therein, 
are attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 9. Permittee shall carry on the project planning in cooperation with 
the Washington State Departments of Game and Fisheries and the United 
States Fish and Wildlife Service in order that due consideration may be given 
to the protection of fish and wildlife resources of the affected area and to the 
plans of these interested conservation agencies. 

Article 10. Permittee shall carry on the project planning in cooperation with 
the Department of the Army in order that the requirements of Public Law 544, 
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83d Congress, for a license may be met, and in cooperation with the Atomic 
Energy Commission and Department of Defense in connection with possible 
effects of the project on Hanford Works of the Atomic Energy Commission in 
Washington State. 

Article 11. Permittee shall during the course of its investigations under the 
preliminary permit provide for the adequate protection of Wanapum Indian 
graves and historical relics. 

Article 12. Permittee shall submit at the close of each 3-month period from 
the effective date of the preliminary permit, to the Regional Engineer of the 
Commission having supervision over the project or to such other officer as the 
Commission may designate, accurate statements of the work accomplished 
during the period and the work contemplated under the permit for the ensuing 
period. 

(C) This permit is also subject to the terms and conditions of the agreement 
set forth in a telegram dated October 18, 1954 from the Permittee to the Com- 
mission, which agreement is set forth in full in this order issuing the permit. 
In order to place both applicants upon an equal footing, the Permittee shall 
in due time make available to Washington State Power Commission the engi- 
neering data, maps, plans and other information sufficient for an application 
for license under the Federal Power Act: Provided that if a license is ultimately 
issued to the State Power Commission it shall reimburse the Permittee for all 
proper expenses incurred in securing the necessary data and information and 
preparing any plans used by the Licensee for said project. 

(D) This permit shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of acceptance of 


this preliminary permit, it shall be signed for the Permittee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order authorizing issuance of first mortgage bonds 
Sierra Pacific Power Co. 
Docket No. E-6581 


October 22, 1954* 


Sierra Pacific Power Company (Applicant), incorporated under the laws of 
the State of Maine, and qualified to do business as a foreign corporation in the 
States of California and Nevada, with its principal place of business in Reno, 
Nevada, by application filed September 1, 1954, as amended September 13, 27, 
October 6 and 8, 1954, requested authorization, pursuant to Section 204 of the 
Federal Power Act, for the issuance of $4,000,000, principal amount, of first 
mortgage bonds, series due 1984. By that application, Applicant also requested 
authorization for the issuance of 34,807 shares of common stock (par value $15 
per share), which authorization was granted by Commission order issued October 
8, 1954, in the above-entitled matter. 

Applicant proposes to issue the $4,000,000, principal amount, of first mortgage 
bonds under its Indenture of Mortgage, dated as of December 1, 1940, to the 
New England Trust Company and Leo W. Huegle, Trustees (Fletcher OC. Cham- 


*Supplemental order issued November 10, 1954, infra, p. 1514. 
468918—61—_95. 
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berlin, successor individual Trustee), as heretofore supplemented and as to be 
further supplemented by a Fourth Supplemental Indenture to be dated as of 
November 1, 1954. 

The Applicant proposes on October 29, 1954, to invite bids for the purchase 
of the proposed issuance of $4,000,000, principal amount, of first mortgage bonds 
by newspaper publication and through distribution of a form of bid together 
with a statement of terms and conditions relating to the bids. Unless postponed, 
all bids must be presented to the Applicant at No. 49, Federal Street, Boston, 
Massachusetts, before 11: 00 a. m., Boston Time, November 9, 1954. 

All bids must be in writing and shall specify: (1) the coupon rate of the 
bonds, which shall be a multiple of 4% of 1%; (2) the price exclusive of accrued 
interest to be paid to the Applicant for the proposed issuance of first mortgage 
bonds, which price shall not be less than 100% nor more than 102%% of the 
principal amount of said bonds; and (3) that the accrued interest on said bonds 
from November 1, 1954, to the date of payment therefor and delivery thereof will 
be paid to the Applicant by the purchaser. 

In addition, every bid, whether from a single bidder or group of bidders, must 
be for the purchase of all of the 1984 series bonds to be sold and must be accom- 
panied by a certified or bank cashier’s check or checks in the aggregate amount 
of $200,000 (5% of the principal amount of the proposed $4,000,000, issuance). 

The application states that unless the Applicant shall reject all bids (which 
it reserves the privilege so to do), or exclude a bid or bids for reasons specified 
in the statement of terms and conditions, it will accept the bid which provides 
the lowest annual cost of money to it. 

As was previously recited in the aforementioned Commission order authorizing 
the issuance of 34,807 shares of common stock by the Applicant, the application 
contemplates that the funds to be obtained from the proposed issuance of first 
mortgage bonds will, together with the proceeds of said common stock issuance, 
be applied to (1) the redemption of all of Applicant’s outstanding $1,500,000, 
principal amount, of first mortgage bonds, 33%,%, series due 1982, at the approxi- 
mate redemption cost of $1,564,070; (2) the payment of outstanding bank loan 
obligations of the Applicant in the aggregate principal amount of $2,900,000, 
which were incurred to meet construction expenditures; and (3) the financing 
of a part of Applicant’s 1954 construction program estimated at $3,252,200. 

Additionally, as was further recited in such prior order of the Commission, 
Applicant sets forth that the amount of call premium and expense incident to 
the proposed redemption of its outstanding 33%,% first mortgage bonds, series 
due 1982, will be charged to its earned surplus aleng with the amount of presently 
unamortized debt discount and expense applicable to those bonds. 

Written notice of the application has been given to the Public Utilities Com- 
missions of California and Maine and the Public Service Commission of Nevada 
and to the Governor of each of those States. Notice of the application has also 
been given by publication in the Federal Register on September 10, 1954 
(19 FR 5870-5871), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest on 
or before September 23, 1954. No petition or protest or request to be heard in 
opposition to the granting of said application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore described and set out in the Commission’s order issued March 26, 
1952, Docket No. E-6412, In the Matter of Sierra Pacific Power Company. 

(2) The proposed issuance and sale of $4,000,000, principal amount, of first 
mortgage bonds will constitute an issuance of securities within the purview of 
Section 204 of the Act. 
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(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the meaning 
of Section 204 (f) of the Act, and the proposed issuance of first mortgage bonds, 
is therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance and sale through competitive bidding of first 
mortgage bonds, as hereinafter authorized, will be for a lawful object, within 
the corporate purposes of the Applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
Applicant of service as a public utility, and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of first mortgage bonds, described above, 
upon the terms and conditions, and for the purposes specified in the application, 
be and the same hereby are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the Rules, 
relating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as con- 
templated by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the 
Applicant for the first mortgage bonds and the interest rate thereof, by a 
further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 60 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates, or determinations of costs, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Findings and order issuing certificate of public convenience and necessity 
Trunkline Gas Co. 


Docket No. G-2574 


October 25, 1954 









Trunkline Gas Company (Applicant), a Delaware corporation with its 
Principal office at Houston, Texas, filed an application on August 25, 1954, for 
a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing it to increase its maximum sales and deliveries of 
Batural gas to Southeastern Illinois Gas Company (Southeastern) for gas 
Service at Metropolis, Illinois, from 1,500 Mcf per day to 2,000 Mcf per day. No 
additional facilities are to be constructed. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 8, and 15, 1954, respecting the matters involved in and the issues 
presented by the application. No protest to the application has been received. 

Applicant states that it has been advised by Southeastern that the contract 
demand of 1,500 Mcf provided for in the order of the Commission in Docket 
No. G—882, dated May 4, 1950, and contained in the service agreement between 
Applicant and Southeastern, is inadequate to take care of the needs of its 
customers in Metropolis. The increase in gas requirement is due primarily to 
a recent increase in population in Metropolis caused by a new Atomic Energy 
Commission (AEC) plant which has been built at Paducah, Kentucky (which 
is just across the river from Metropolis, Illinois). 

The record shows that Applicant has sufficient volumes of gas available 
to it, and that its system has sufficient capacity to enable the delivery by it of 
the additional volumes of gas to Southeastern as herein proposed. 

Applicant proposes to render said service under its presently effective Rate 
Schedule SG-1. 

The Commission finds: 

(1) Trunkline Gas Company (Applicant) is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order issued on May 4, 1950, in Docket No. G—882, 8 F, P. C. 250. 

(2) The additional volumes of gas proposed to be delivered and sold by Ap- 
plicant to Southeastern will involve the transportation and sale for resale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such sale is subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules and regulations of 
the Commission thereunder. 

(4) The proposed sale of natural gas by Applicant is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(5) That any certificate issued herein should require Applicant to render 
the proposed service initially under its presently effective Rate Schedule SG-1, 
as proposed, or any effective superseding rate schedule. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure (18 CFR 157.20) should attach to the certificate hereinafter 
issued, and to the exercise of the rights granted thereunder, and that the time 
within which the sale shall be actually undertaken and regularly performed 
by Applicant should be fixed at sixty days from the date on which this order 
issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Trunkline Gas Company to sell and deliver up to 2,000 
Mef per day of natural gas to Southeastern Illinois Gas Company for additional 
gas service at Metropolis, Illinois, all as more fully described in its application 
in this proceeding, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 
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(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commission’s Rules 
of Practice and Procedure shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the sale herein authorized shall be actually under- 
taken and regularly performed by Applicant, as provided by paragraph (2) of 
Section 157.20 of the Commission’s Rules and Regulations, is hereby fixed at 
sixty days from the date on which this order issues. 

(D) Applicant shall render the service herein authorized initially under 
its presently effective Rate Schedule SG—1, as proposed, or any effective super- 
seding rate schedule. 


Order rescinding order authorizing amendment of license (major) 
and amending license on rehearing 


Ford Motor Co. 
Project No. 362 
October 25, 1954 


Pursuant to application therefor filed January 3, 1949, superseding that filed 
October 24, 1944, the Commission on March 2, 1950, 9 F. P. C. 560, issued an 
order authorizing amendment of Ford Motor Company’s license for major Project 
No. 362 located in the Mississippi River at United States Lock and Dam No.1 
between St. Paul and Minneapolis and affecting lands of the United States 
in Ramsey and Hennepin Counties, Minnesota. 

The application for amendment was to provide for construction of a retaining 
wall, revision of the project boundary, and limitation of the licensee’s responsi- 
bility for maintenance of certain facilities. In connection with its application 
the licensee stated that: 

(a) The forebay retaining wall extension has already been constructed and 
is essential to prevent the sloughing of dirt from the banks of the forebay which 
would decrease the flow of water into the turbines with resulting substantial 
decrease in the production of electrical current. 

(b) The project limits should be extended to include the area occupied by 
the dam, the forebay extensions, the strip of land along the top of the bluff, 
and the access road from Mississippi River Boulevard to the hydroelectric plant, 
all of which are used in connection with the project. 

(c) The District Engineer has informally waived any further obligation it 
may have to maintain and repair the sliding sluice valves, and this waiver should 
be reflected in the license 

(d) Since it is not in fact responsible for maintenance of the dam with certain 
exceptions, this should be specifically stated. 

$y letter dated November 2, 1944 the licensee was advised that construc- 
tion of the extension of the retaining wall could be undertaken at its risk without 
prejudice to consideration by the Commission of the application, subject to amend- 
ment of the October 24, 1944, application to provide for fixing the project bound- 
ary and area. 

No additional lands of the United States will be affected by the forebay retain- 
ing wall extension. 

On March 30, 1950, the licensee filed a petition for rehearing chiefly relating 
to certain special conditions in the order authorizing amendment which were 
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recommended by the Chief of Engineers, Department of the Army. By order 
issued April 27, 1950, the Commission granted rehearing. 

Following the granting of the rehearing, numerous conferences between repre- 
sentatives of the licensee, the District Engineer of the Corps of Engineers at 
St. Paul, Minnesota, and the Commission’s staff have resulted in an agreement 
between the licensee and the Chief of Engineers with respect to the several prob- 
lems comprising the basis of the petition for rehearing. 

The Commission finds: 

(1) In the circumstances herein recited, it is appropriate to rescind the order 
issued March 2, 1950, and to issue this order in lieu thereof. 

(2) The license for Project No. 362, amended as hereinafter provided, will not 
alter any of the basic facts upon which the license was issued, and will not 
interfere or be inconsistent with the purposes for which any reservation was 
created or acquired or for which the Government dam was constructed. 

(3) Public notice has been given as required by the Federal Power Act. 

(4). The following-described exhibits conform to the Commission’s rules and 
regulations and should be approved as part of the license as amended, and 
Exhibit C, Field notes and Exhibit K Sheet 1, General Map, now part of the 
license, should be excluded therefrom: 

Evhibit K. Sheet No. 1 Revised May 19, 1954 (FPC No. 362-14), project area, 
and supplemented by field notes, entitled “Metes and Bounds Description of 
Project Area for Project No. 362”, in 2 typewritten sheets signed by C. S. 
Miller on May 19, 1954. 

Evrhibit L. Sheets 9 and 10 (FPC Nos. 362-15 and -—16) extension of forebay 
retaining wall between powerhouse and ice boom. 

The Commission orders: 

(A) The aforementioned Commission’s order issued March 2, 1950, be and 
it is hereby rescinded. 

(B) The license for Project No. 362 be and it is hereby amended effective 
as of September 1, 1954, as follows: 

PARAGRAPH 1. Article 1 of the license is amended to read: 

Article 1. This license is issued for a period of fifty (50) years from the 
date hereof and for the following described project: 

A powerhouse located on the existing substructure at the end of and integral 
with the United States lock and dam, known as the “Twin City Lock and 
Dam”, located in the Mississippi River between the cities of St. Paul and 
Minneapolis, Minnesota; the modification of said substructure so as to permit 
the installation of four turbo-generator units; the erection of flashboards along 
the crest of the spillway of said dam, and the excavation of a tailrace extend- 
ing from said powerhouse to a point approximately 1,500 feet downstream 
therefrom ; 


together with all other structures, fixtures, equipment or facilities used or 
useful in the maintenance or operation of said project and located upon the 
project area as defined in said rules and regulations and hereinafter described ; 
also all water rights and rights of user, and all lands or interests therein 
within said area or applicable in whole or in part thereto, the possession or 
use of which is necessary or appropriate in the maintenance and operation of 
said project; all as more particularly located and described by the field notes, 
maps, plans and specifications, designated and described as follows: 

Evhibit J. Sheet 1 (FPC No. 362-1) location and flowage map. 

Erhibit K. Detail map in 3 sheets as follows: 

Sheet No. 1, Revised May 19, 1954 (FPC No. 362-14), project area, and sup- 
plemented by field notes, entitled ‘“Metes and Bounds Description of Project 
Area for Project No. 362”, in 2 typewritten sheets signed by C. S. Miller on 
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May 19, 1954; Sheet 2 (FPC No. 362-3) federal lock and dam; Sheet 3 (FPC 
No. 362-4) property map. 

Echibit L. Plans in 10 sheets as follows: 

Sheet 1 (FPC No. 362-5) north and west elevations; Sheet 2 (FPC No. 
862-6) south and east elevations; Sheet 3 (FPC No. 362-7) plans of main 
floor and gallery; Sheet 4 (FPC No. 362-8) plans below main floor level; 
Sheet 5 (FPC No. 362-9) cross section of powerhouse; Sheet 6 (FPC No. 
362-10) longitudinal section of powerhouse; Sheet 7 (FPC No. 362-11) altera- 
tions to existing structures; Sheet 8 (FPC No. 362-12) tailrace; Sheets 9 and 
10 (FPC Nos. 362-15 and -16) extension of forebay retaining wall between 
powerhouse and ice boom. 

Evhibit M. General descriptions and general specifications of equipment in 
7 typewritten sheets, comprising pages 69 through 75 of the application, signed 
by J. K. Manning on May 19, 1923; which said maps, plans and specifications, 
approved by the Commission or by its Executive Secretary, are hereby made 
a part of this license; and no substantial change shall hereafter be made in 
said maps, plans, and specifications until such change shall have been approved 
by the Commission: Provided, however, that if the Licensee deems it desirable 
and necessary that the approved maps, plans and specifications, or any of 
them, be changed, there shall be submitted to the Commission for approval 
appropriate amended, supplemental, or additional maps, plans and specifications 
covering the proposed changes, and upon approval by the Commission of such 
proposed changes, such amended, supplemental or additional maps, plans and 
specifications shall become a part of this license and shall supersede, in whole 
or in part, such map, plan or specification, or part thereof, theretofore made 
a part of this license, as may be specified, respectively, in the order of en- 
dorsement of approval. 

PARAGRAPH II. Article 2 of the license is alwended to read: 

Article 2. The project area and project boundary are shown and described 
on and by Exhibit K Sheet No. 1, Revised May 19, 1954, with field notes of 
that date, entitled “Metes and Bounds Description of Project Area for Project 
No. 362”, which area is composed of lands owned by the United States and 
by the Licensee and occupied by the powerhouse, substation, forebay, and tail- 
race, all guide and retaining walls along the forebay and tailrace, and the 
stairway from the Mississippi River Boulevard to the hydroelectric plant. The 
Licensee agrees on behalf of itself, its successors and assigns to convey to the 
United States or a new licensee an easement in such portion of the access road 
as is shown crosshatched on Exhibit K Sheet No. 1, in the event said project 
is taken over by the United States upon the termination of this license, as 
provided in Section 14 of the Federal Power Act, or is transferred to a new 
licensee under Section 15 of the Federal Power Act. 

PARAGRAPH III. Article 8 of the license is amended to read: 

Article 8. The operation of any navigation facilities which may be constructed 
in connection with any structure built under the provisions of this license shall 
at all times be controlled by such reasonable rules and regulations in the 
interest of navigation, including the control of the level of the pool and of the 
discharge of waters therefrom, as may be made from time to time by the Sec- 
retary of the Army; such rules and regulations shall include the maintenance 
and operation by the Licensee at its own expense of a light to mark the power- 
house and such additional lights and signals as may be directed from time 
to time by the Secretary of the Army. The Licensee shall also be charged 
with the operation and maintenance, under rules prescribed by the Secretary 
of the Army, of the three sliding sluice valves, numbered 2, 3, and 4 from the 
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hydro station, as originally constructed and now in the dam; such require- 
ment to take effect at such time as said District Engineer may direct. 

PARAGRAPH IV. Article 10 of the license is amended to read: 

Article 10. The Licensee shall be responsible for the maintenance of the proj- 
ect works within the project boundary, including the hydro station and its 
substructure, all guide and retaining walls along the forebay and tailrace, the 
trash gate, the concrete curb on the ogee and apron sections of the dam ex- 
tending downstream from the right or westerly pier of the trash gate section 
constructed by the Licensee, the access road and stairway on the left bank, 
and any work entailed in maintaining the face of the bluff along the left bank 
of the river necessary for the operation of the project. In addition the Li- 
censee shall be responsible for the operation and maintenance of the flashboards 
and their anchorage system along the crest of the spillway of the dam, said 
flashboards and their anchorage system being considered a part of the project 
works. Except as to the maintenance of the hydro station’s substructure, the 
trash gate, the concrete curb, and the flashboards and their anchorage system 
along the crest of the dam as stated above, and as to the maintenance of the 
sliding sluice valves, as stated in Article 8, the Licensee shall have no respon- 
sibility for the maintenance of the said dam. The Licensee shall operate the 
project works at all times and in such manner as to make the fullest practicable 
utilization of the water available up to the capacity of the machinery installed, 
which capacity shall not be less than 16,000 kva. 

(C) The exhibits referred to in Finding (4) above as conforming to the Com- 
mission’s rules and regulations are approved as part of the license as amended, 
and Exhibit C, Field notes and Exhibit K Sheet 1 General Map, are excluded 
from the license. 

(D) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the license amendment. In acknowledgment of the acceptance 
of this license amendment, it shall be signed for the licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order approving proposed settlement and making effective tariff provisions 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2439 
October 29, 1954 


This is a rate proceeding arising from a rate increase filed by Transcontinental 
Gas Pipe Line Corporation (Transcontinental) on April 30, 1954. The record 
herein has been certified to us for consideration of a proposed settlement as 
stated on the record by counsel for Transcontinental in open hearing and as 
agreed to by Staff counsel and by all parties to the proceeding. Upon consider- 
ation of the record we approve the terms of the proposed settlement, the agreed- 
upon rates to be effective as of September 1, 1954, subject to the terms and con- 
ditions as hereinafter set forth. 

On April 30, 1954, Transcontinental filed First Revised Volume No. 1 to its 
FPC Gas Tariff. The revised schedules would provide increased charges under 
Transcontinental’s “CD” rate schedules, “G” rate schedules, and “LTF” rate 
schedule in a total amount of $5,657,662, or 9 percent, based on adjusted sales 
for the year ended March 31, 1954. In addition to the proposed increase in 
rates and charges Transcontinental proposed numerous other revisions in its 
tariff, including revisions concerning unauthorized overrun penalties in the 


oe © 


a wt A oH AO mS he RR 





ORDERS 1473 


“CD” and “G” rate schedules. By order issued May 27, 1954, the Commission 
suspended the aforesaid First Revised Volume until November 1, 1954. 

Pursuant to Commission order, hearing was commenced with regard to the 
proposed rates and tariff revisions on September 8, 1954, and recessed from day 
to day until September 13, 1954, in order to allow informal discussions of the 
matters involved, in an effort to reach a settlement satisfactory to all parties. 
The hearing reconvened on September 13, 1954, for the purpose of Transcon- 
tinental’s presentation of its direct case. Prior to such presentation, counsel 
for Kings County Lighting Company moved orally on the record to dismiss 
Transcontinental’s request for a rate increase on the basis that Transcontinental 
had in its application failed to show the necessity for such increase. The hearing 
was recessed on September 15 until September 20, 1954, for the purpose of 
enabling Staff counsel and the parties to prepare for preliminary cross-exam- 
ination of Transcontinental’s witnesses. The hearing reconvened on September 
20, 1954; and recessed from day to day until September 22, 1954, at which time 
Transcontinental made its proposed offer of settlement on the record. The 
hearing was recessed from September 22 until October 1, 1954, for the purpose 
of giving to all parties an opportunity to consider Transcontinental’s proposed 
offer. The hearing reconvened on the latter date at which time all parties, 
including Staff counsel, concurred in the proposed settlement. 

Transcontinental tendered for filing on August 30, 1954, certain revised tariff 
sheets, to comply with a condition of the rate of settlement at Docket No. 
G-2075, with the proposal that such sheets become effective as of September 1, 
1954. In making such tender, Transcontinental stated such tariff sheets would 
reduce the specified rates for the G—2075 settlement by 0.23¢ per Mcf and would be 
applicable to its CD, G and LTF rate schedules. The rate adjustment of 0.23¢ 
per Mcf was computed by Transcontinental on the basis of the Docket No. 
G-2075 settlement sales volumes of 189,000,000 Mcf as follows: 


Reduction in costs—gathering tax invalidation $713, 819 or 0.3777¢/Mcf 
Increase in costs—production tax increase of 9/1/54_. 279, 846 or 0. 1481¢/Mcf 


Net savings in costs (189,000,000 Mcf)_----_-_____-_ $433, 973 or 0. 2296¢/Mcf 


On the record, Transcontinental proposed to withdraw its rate filing of April 
30, 1954, upon the terms and conditions stated therein, one of which was that 
the revised tariff sheets filed on August 30, 1954 be permitted to become effective 
as of September 1, 1954. 

It was agreed by all parties, including Staff counsel, that Transcontinental’s 
net investment rate base, adjusted for the 12 months ended June 30, 1954, is 
$258,291,273. The agreed upon rate base includes estimated costs of the 
facilities authorized to be constructed In the Matter of Transcontinental Gas 
Pipe Line Corporation, Docket No. G—2368, and of the estimated cost of facilities 
of the Texas Gas Pipe Line lateral, proposed to be constructed at Docket No. 
G-—2405, and estimated costs to complete construction work in progress. Such 
rate base also includes the amount of $5,372,025, less accrued depreciation, 
associated with Transcontinental’s cost of financing at Docket Nos. G—704 and 
G-1148, which was reserved for future disposition by order issued December 30, 
1953. Oral argument thereon was held on October 19, 1954 and this phase 
of the matter will be determined by the Commission. 

It was further agreed that on the basis of deliveries of 196,500,000 Mcf,* 
Transcontinental’s cost of service for the 12 months ended June 30, 1954 as 
adjusted, is $63,323,501, including a 6 percent return. 


1The deliveries of 196,500,000 Mcf are based on the assumption that the present lim!- 
tations on deliveries to Duke Power Company, Docket No. G—1783, are continued to be 
effective. Should such limitation be removed Transcontinental’s agreed-upon deliveries 
for the 12-months period ending June 30, 1954, would be 198,000,000 Mcf, and its cost of 
service would be $63,434,454, including a 6 percent return. 
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It was further agreed that the following rates and charges provided in the 
revised tariff sheets filed August 30, 1954 should be allowed to become effective 
September 1, 1954: 


Rate Demand | Commod- 
Type of service schedule one ity charge 
per Mcf per Mef 


Contract demand 


” 


NeEPpnr 
SSSRLIS 


General service 


Limited term firm 


9 
BREERERS 
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With respect to the unauthorized overrun penalties, it was agreed that Trans- 
continental should withdraw its proposal, which would have been applicable to 
its “CD” and “G” customers, set forth in its First Revised Volume No. 1, and 
that tariff sheets with respect solely to its “CD” customers providing as follows 


should be made effective as of the effective date of the order accepting the pro- 
posed settlement : 


Any volume of natural gas taken by Buyer under this rate schedule in 
excess of the Contract Demand shall constitute unauthorized overrun 
volume. 

When the unauthorized overrun volume on any day exceeds the Contract 
Demand by 50 Mcf or 5 per cent, whichever is greater, Buyer shall pay Sel- 
ler for all such unauthorized overrun volume taken on such day in excess of 
the Contract Demand set forth in the service agreement a penalty of $2.50 
per Mcf up to 50 Mcf, $10 per Mcf for the balance, if any, of the first 5 per 
cent and a penalty of $25 per Mcf for any quantity in excess of 5 per cent 
which penalty shall be paid to Seller in addition to the charges otherwise 
payable by Buyer under this rate schedule. 


With respect to unauthorized penalties for “G’” customers, it was agreed that 
Transcontinental will file a modification of its Rate Schedules G-1, G-2 and 
G-3, so as to provide a penalty for unauthorized overrun volumes and a revi- 
sion of the Billing Demand as are set forth hereafter, such revision to be filed 
at the time Transcontinental files an application pursuant to Section 7 (¢c) of the 
Natural Gas Act to increase the maximum contract quantities of its G—1, G-2 
and G-3 customers to meet their requirements for the winter of 1955-1956, it 
being understood that such tariff filing will be requested to be effective as of 
the effective date of the increase in contract quantities to such G—1, G-2 and 
G-3 customers pursuant to the aforesaid application : 

(a) By adding the following section to Rate Schedules G—-1, G-2 and G-3: 


THE PENALTY FOR UNAUTHORIZED OVERRUN VOLUME 


Any volume of natural gas taken by Buyer under this rate schedule in excess 
of the maximum daily delivery obligation set forth in the service agreement shall 
constitute unauthorized overrun volume. 

When the unauthorized overrun volume on any day exceeds such maximum 
daily delivery obligation by 50 Mef or 5 per cent, whichever is greater, Buyer 
shall pay Seller for all such unauthorized overrun volume taken on such day 
in excess of the maximum daily delivery obligation set forth in the service agree- 
ment a penalty of $2.50 per Mcf up to 50 Mcf, $10 per Mcf for the balance, if 
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any, of the first 5 per cent and a penalty of $25 per Mcf for any quantity in ex- 
eess of 5 per cent, which penalty shall be paid to Seller in addition to the 
charges otherwise payable by Buyer under this rate schedule. 

When the Seller delivers gas to more than one Buyer through a single com- 
bination of meters, the unauthorized overrun volume of gas taken by each 
Buyer shall be computed without correction for the proportionate part of the 
difference as set forth in Section 4 (b) of the General Terms and Conditions. 

Such penalty shall not apply if Buyer furnishes Seller satisfactory evidence 
that the unauthorized overrun volume is caused by failure of recording equip- 
ment or by breakage of Buyer’s facilities, provided Buyer advises Seller imme- 
diately of such failure or breakage and completes repair of such facilities with 
due diligence. 

The payment of a penalty for unauthorized overrun volume shall under no cir- 
cumstances be considered as giving any Buyer the right to take unauthorized 
overrun volume nor shall such payment be considered as a substitute for any 
other remedy available to Seller or any other Buyer against the offending Buyer 
for failure to respect its obligation to stay within its then maximum daily de- 
livery obligation. 

(b) By adding to Section 10 of Rate Schedules G-1, G-2 and G-3: 

The taking of gas under such reallocation shall not constitute unauthorized 
overrun volume as defined herein. 

(c) By adding to Section 4 of Rate Schedules G—1, G-2 and G-3: 

Provided that the Billing Demand for any month shall not be greater than 
Seller’s maximum daily delivery obligation (contract demand) set forth in the 
service agreement. 

It was further agreed that, in the event that any of Transcontinental’s “Sel- 
lers” of gas shall file with the Commission on or before January 1, 1955, for an 
increase in the price of gas over and above the price being charged to Trans- 
continental on or since June 7, 1954, the Commission’s Staff will recommend to 
the Commission that Transcontinental shall be permitted a reasonable time 
to make a protective filing, on short or abbreviated form, to reflect only the 
added costs to Transcontinental of such “Seller’s” gas in the event that the “Sel- 
ler’s” increase is granted, with the proposed effective date being the same as 
that proposed by the “Seller” and, in the event that the “Seller’s” proposed in- 
crease is suspended, the Staff will recommend that Transcontinental’s protective 
increase be suspended for only such period as would enable Transcontinental 
to commence collection from its customers under bond on the same date on which 
“Seller” would be permitted to charge under bond such increase to Transcon- 
tinental; provided, however, that the Staff will not recommend a retroactive 
effective date. 

It was further agreed that with respect to increased purchase costs resulting 
from the authorization and purchase of gas pursuant to rate filings on or before 
January 1, 1955, by Texas Gas Pipe Line Corporation (Texas Pipe Line), Dixie 
Pipe Line Company (Dixie), and Union Oil Company of California (Union Oil), 
but no other initial filing, Transcontinental shall be permitted a reasonable time 
to make a protective rate increase filing on short or abbreviated form. If operat- 
ing revenues and cost of service, including a 6 percent return (other than cost 
of gas purchased), are substantially what they are shown to be in Appendix A, 
which is attached hereto, the Staff would consider it proper to recommend the 
same effective date for increased rates filed by Transcontinental as the effective 
date for added cost of gas on account of purchases from Texas Pipe Line, Dixie 
or Union Oil; but if such operating revenues and cost of service, including a 6 
percent return, in the opinion of the Staff are substantially different in any such 
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rate increase filing by Transcontinental, the Staff will make such recommenda- 
tion to the Commission as may be justified by the facts; provided that any in- 
crease in rates filed by Transcontinental relating to the above-described pur- 
chases of gas would be predicated on the minimum take or pay volumes as con- 
tained in the respective contracts of Texas Pipe Line, Dixie and Union Oil, 
made a part of the record in this proceeding. A monthly volume would be 42 of 
such contract minimum. 

It was further agreed that if on or before January 1, 1955, a “Seller” other 
than Texas Pipe Line, Dixie, and Union Oil, shall file an initial rate which 
would result in an increase in Transcontinental’s cost of gas, Transcontinental 
shall be permitted a reasonable time, not to exceed 30 days, to make a protective 
rate increase filing on short or abbreviated form. 

The Commission finds: 

(1) The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered, 

(2) The rates and charges and tariff revisions as contained in First Revised 
Volume No. 1 to Transcontinental’s FPC Gas Tariff are not just, reasonable or 
lawful under the terms and provisions of the Natural Gas Act and should be 
disallowed. 

(3) The agreed upon rates and charges and tariff provisions set forth in para- 
graphs (B) and (C) below are just and reasonable. 

(4) In view of our approving the provisions of the proposed settlement, sub- 
ject to the terms and conditions set forth hereinafter, the motion to dismiss the 
proceedings made orally on the record on September 10, 1954, by Counsel for 
Kings County Lighting Company is moot. 

The Commission orders: 

(A) The rates and charges and tariff revisions contained in First Revised 
Volume No. 1 to Transcontinental’s FPC Gas Tariff be and the same are hereby 
disallowed and denied. 

(B) First Revised Sheets Nos. 17-B, 17-F, 26-B, Second Revised Sheet No. 
28-I, Fourth Revised Sheets Nos. 5, 9, 12, 19, 24 and Fifth Revised Sheet No. 16, 
Original Volume No. 1, to Transcontinental’s FPC Gas Tariff tendered for filing 
on August 30, 1954, be and the same are hereby allowed to become effective 
September 1, 1954. 

(C) First Revised Sheet No. 17-E, Second Revised Sheets Nos. 8, 15, 17-B, 
and Fifth Revised Sheets Nos. 5 and 12, Original Volume No. 1, to Transcon- 
tinental’s FPC Gas Tariff as presented on the record be and the same are hereby 
allowed to become effective as of the date of issuance of this order. Transcon- 
tinental shall file ten copies of such revised tariff sheets pursuant to the require 
ments of Part 154 of the Commission’s Rules and Regulations within 10 days 
of the date of issuance of this order. 

(D) The portion of the rate attributable to the amount of $5,372,025, less 
related accrued depreciation, representing financing costs associated with 
Docket Nos. G-704 and G-1143, which was reserved for future disposition by 
order issued December 30, 1953, Docket No. G-—2075, shall be continued to be 
collected under Transcontinental’s undertaking, subject to the conditions set 
forth in the aforesaid order of December 30, 1953. 

(E) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission in any proceeding now pend- 
ing or hereinafter instituted by or against Transcontinental. 

(F) The proceedings in this docket hereby are terminated, subject to the 
terms and conditions contained in this order. 
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APPENDIX A 
TRANSCONTINENTAL Gas Pire Line Corp. 


Cost of service 12 months ended June 30, 1954 


Assuming deliveries of 
196,500,000 Mcf 


| 
Adjust- | 
ments for | 
Sun Oil 
| facilities, 
Texas Gas 
purchase 
lateral and 
increased 
deliveries | 


3) | 


Total 
Per exhibit 
| 8, col. (4) 


(1) (4) 


| 
Operating expenses: | 
Cost of gas purchased for re- 

sale | $14, 739, 688 


503, 368 
7, 809, 104 
330, 767 


3, 547, 345 |. 
(86, 801) |. 
8, 064, 141 


$173, 424 


395 | 
24, 785 


$14, 913, 112 
503, 763 

7, 833, 889 
330, 767 

3, 547, 345 


Transmission expenses 
Distribution expenses...... | 
Administrative and general. | 

CUGIIEE. .. nnttcnee 

Other gas revenues.- es 
pe ee 8, 340, 677 
storage costs 159, 440 | 
Taxes, other than Federal in- 
come .. 2,576, 304 
9, 218, 159 
14, 952, 629 | 


2, 669, 447 
9, 614, 386 
15, 497, 476 


1, 509, 357 | 





396, 227 
544, 847 





Return at 6 percent 
Total cost of service 
Revenues at present rates (effec- 
tive 12-1-53) less 0.23 cents 


1, 281, 535 


for known changes including 


2368) and miscellaneous construction in progress 


Line 
No. 





Description 


| Averege plant in service 


Sun Oil facilities (Docket G-2368) 

Nonrevenue plant additions to maintain gas supply: 
Texas Gas purchase lateral (Docket G-2406) 
West White Lake purchase lateral (Docket G-2362)..........- 
Retirement of present lateral 


Field booster stations: 


Odem No. 2 unit 
Riley Field booster at station No. 2... 
Greta Field booster station 
Underground storage expenditures 
Estimated cost to complete construction in progress (30 projects) 


Deduct reserve for depreciation: 
Average reserve 
Average reserve accrued for non-revenue-producing plant 
Reserve applicable to present West White Lake lateral to be retired - 
Average reserve applicable to Sun Oil facilities and construction in 
progress ($8,143,051 X 8% -X }4=) 


Average net plant in service 
Average contributions in aid of construction 
Rate base 


Return at 6 percent 


e———— 


(86, 801) | - 


159, 440 | 





63, 323, 501 | 
| 62, 041, 966 





122, 146 | 


Assuming deliveries of 
198,000,000 Mef 


Adjust- 
ments for 

Sun Oil 
facilities, 
Texas Gas 
purchase 
lateral and 
increased | 
deliveries 


Total 


\$15, 024, 834 


503, 751 
7, 833, 132 
330, 767 


3, 547, 345 
(86, 801) 
8, 340, 677 


159, 440 
2, 669, 447 


9, 614, 386 
15, 497, 476 





1, 620,310 | 63, 434, 454 


62, 361, 025 


ercent, 12 months ended 
un facilities (Docket G- 


Amount 
| (2) 
| $269, 283, 376 


| 6, 533, 000 
1, 076, 000 


| 
os 


659, 087 


66, 280 
36, 970 
111, 800 
512, 000 
239, 160 
1, 610, 051 


280, 127, 724 


, 693, 821 | 
37, 060 | 
(42, 154) | 


21, 810, 873 
258, 316, 851 
(25, 578) 
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Order suspending proposed changes in rates 
Union Oil Company of California 
Docket No. G-4331 
October 29, 1954* 


Union Oil Company of California, on September 30, 1954, tendered for filing 
proposed changes in presently effective rate schedules for sales subject to the 
jurisdiction of the Commission. The proposed changes, which constitute in- 
creased rates and charges, are contained in the following designated filings which 
are proposed to become effective on the dates shown: 


Description Purchaser Rate schedule designation mate 
ate! 


Contract, dated Nov. 17, 1953- a Gas Pipe | FPC . Rate Schedule | Nov. 1, 1954 


Letter, dated Nov. 4, 1953 Suppiement No. 1, to FPC Do. 
Rate Schedule No. 2. 
Letter, dated Nov. 17, 1953 cee | No. 2, to FPC 
edule No. 2. 
Supplemental agreement, Supplement No. 3, to FPC 
ated July 8, 1954. as Rate Schedule No. 2. 
Contract, dated Nov. 17, 1953_ FPC Gas Rate Schedule 


0. 3. 
Letter, dated Nov. 17, 1953 Su cohamnant No. 1, to FPC 
as Rate Schedule No. 3. 
Contract, dated Nov. 17, 1953_|..... do Schedule 


No. 
Letter, dated Nov. 17, 1953 Su ae No. 1, to FPC 
as Rate Schedule No. 4. 


1 The stated effective date is the first day after expiration of the required 30 days’ notice, or the effective 
date proposed by respondent if later. 


The increased rates and charges proposed in the aforesaid filings have not 
been shown to be justified, and may be unjust, unreasonable, unduly discrimina- 
tory or preferential, or otherwise unlawful. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that the Commission enter upon 
a hearing concerning the lawfulness of the said proposed changes, and that the 
above-designated supplements be suspended and the use thereof deferred as 
hereinafter ordered. 

The Commission orders: 

(A) Pursuant to the authority contained in Sections 4 and 15 of the Natural 
Gas Act, a public hearing be held upon a date to be fixed by further order con- 
cerning the lawfulness of said proposed changes in rates and charges; and, 
pending such hearing and decision thereon, the above-designated rate schedule 
and supplements be and they are each hereby suspended and the use thereof 
deferred for a period of five months beyond the above-stated effective date and 
for such further time until they are made effective in the manner prescribed 
by the Natural Gas Act, subject to further order of the Commission. 

(B) Interested State commissions may participate as provided by Sections 
1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commission’s Rules of Prac- 
tice and Procedure. 


*Petition for reconsideration denied by order issued Dec. 7, 1954, infra, p. 1552. 





ORDERS 
Order initiating proceeding 
South Carolina Generating Co. 
Docket No. E-6585 


October 29, 1954 


South Carolina Generating Company (Generating Company), incorporated 
under the laws of the State of South Carolina, with its principal place of busi- 
ness at Columbia, South Carolina, by letter dated July 24, 1953, tendered for 
filing as its FPC Rate Schedule an agreement dated November 9, 1951,’ provid- 
ing for the supply of a portion of the energy requirements of the Georgia Power 
Company (Georgia Company), up to a maximum demand of 75,000 kw. Gen- 
erating Company, a wholly-owned subsidiary of South Carolina Dlectric and 
Gas Company (South Carolina Company), included as a part of that filing a 
copy of another contract dated November 9, 1951,’ pursuant to which Generating 
Company agreed to supply a portion of the energy requirements of its parent 
up to a maximum demand of 75,000 kw. 

In both instances the energy supplied is to be generated at Generating Com- 
pany’s Urquhart steam electric generating station located near Beech Island, 
South Carolina, with delivery to South Carolina Company at 115 kv at Generat- 
ing Company’s Urquhart substation and delivery to Georgia Company a short 
distance av‘ay at the point of interconnection of the 115-kv transmission facil- 
ities of the Generating Company and those of Georgia Company at the Georgia- 
South Carolina State line. From the aforementioned filing and other 
information submitted to the Commission by the three companies it appears that 
all of the energy delivered to Georgia Company is thereafter resold and con- 
sumed at points outside of the State of South Carolina; and it further appears 
that all of that delivered to South Carolina Company is thereafter resold and 
consumed at points within the State of South Carolina. 

Under the foregoing agreements which are to terminate in 1979 each pur- 
chaser is entitled to a maximum of one-half of the output of each of two 75,000- 
kw generating units presently installed at the Urquhart station;* subject, 
however, after both units are in service, to the right of Generating Company on 
twelve months’ notice to reduce Georgia Company’s entitlement by 25,000-kw 
and South Carolina Company’s by 30,000-kw. In the event of an outage of one 
of these units Georgia Company would be entitled to one-half of the output of 
the remaining unit and to no service upon the outage of both. After the plant 
is in service, Generating Company may cancel its obligation to Georgia Company 
upon thirty months’ notice. 

Billing under both agreements is in accordance with a two-part capacity and 
energy type rate. The basic capacity charge to each amounts to $15.30 per kw 
per year, subject to adjustment to reflect any difference in amounts of estimated 
investment and fixed operating costs of the Urquhart Station as set forth in the 
agreements from those actually experienced.‘ But in the case of the sale to 


1 Accepted for filing effective October 1, 1953, and designated as Generating Company's 
Rate Schedule FPC No. 1. 

2 Identified as Bxhibit A to Generating Company’s Rate Schedule FPC No. 1. e 

*The first unit was placed in service in November 1953, and the second unit in 
January 1954. 


*As currently adjusted the basic capacity charge amounts to $18.00 per kw per year. 





1480 FEDERAL POWER COMMISSION 


the Georgia Company this basic charge is increased by the addition of a com- 
ponent of $7.20 per kw, or $540,000 annually. That additional amount is said 
to have been agreed to as representing 50% of the savings accruing to Georgia 
Company by reason of its purchase of energy from Generating Company in lieu 
of constructing an equivalent amount of capacity on its own system. 

The energy charge to both customers is designed to cover certain stated 
operating expenses connected with the Urquhart station estimated to amount 
to 3.49 mills per kwh. 

According to the agreements the basic capacity charge, which as currently 
adjusted amounts to $18 per kw per year, covers interest on and amortization 
of the principal of 90% of Generating Company’s investment (including work- 
ing capital) in the Urquhart station over a period of 25 years;° return on the 
remaining 10% equity at 8%; and an amount for insurance, Federal, State and 
local taxes, administrative and general expense and operating supervision and 
labor costs. The energy charge, currently estimated at 3.49 mills per kwh, 
covers fuel and maintenance expenditures incurred in the operation of the 
Urquhart station together with any generation taxes imposed upon the Generat- 
ing Company. 

Upon being informed that the staff was undertaking an analysis of its rates, 
Generating Company several times requested and held informal conferences 
with members of the Commission’s staff, in the course of which its representa- 
tives submitted two computations of the company’s cost of serving Georgia 
Company during the 12-month period ending October 31, 1953. Inasmuch as no 
service was rendered to Georgia Company prior to November 1953, the studies 
extensively employed estimates. One of these based the determination of the 
cost of serving Georgia Company upon the integrated system of costs of Generating 
Company and South Carolina Company, but without any allowance for the 
difference between the limited service rendered from the two units of the 
Urquhart plant and firm power service from South Carolina Company’s 
integrated system. The other reflects Generating Company’s service costs based 
on a hypothetical “orthodox capitalization plan”* for the Generating Company 
instead of the actual 90% debt and 25-year amortization plan. 

In the submission of both studies Generating Company’s representatives 
alleged without supporting data that the $540,000 extra annual charge to the 
Georgia. Company is justified, chiefly because of (1) additional obligations and 
risks voluntarily incurred by South Carolina Company in underwriting the 
entire investment of Generating Company; (2) anticipated higher financing 
costs South Carolina Company will incur in the future due to a reduction of 
the equity ratio shown on its consolidated balance sheet as a result of 
Generating Company’s high debt ratio; (3) services rendered by South Carolina 
Company in the planning, financing and construction of the Urquhart station 
for which no charges were made, and selection of the location of the plant 
mainly for reasons favoring the Georgia Company; (4) the failure of the Public 
Service Commissions of Georgia and South Carolina and the Georgia Company 
to voice any objections to the agreements at the time of their execution; and 
(5) the possibility that the cost of any additional capacity installed in the 


5 Generating Company’s plant investment associated with the aforementioned two gen- 
erating units approximates $27,000,000 which was financed per one million dollars of 
capitalization as follows’: 

$750,000—25-year 3% % bonds. 
$150,000—10-year 4% debenture notes, 
$100,000—equity at 8%. 

* The capitalization assumed by Generating Company contemplated a debt ratio of 50% 

at a rate of interest of 34%. 
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Urquhart station in the future to serve South Carolina Company may exceed 
that of presently installed capacity and result in higher charges to ultimate 
consumers in South Carolina. 

On June 18, 1954, the Public Service Commission of Georgia filed a letter 
with this Commission stating in part as follows: 


It is the view of this Commission that there appears to be undue discrim- 
ination in the Generating Company’s rates in favor of its parent and it is 
also our view that it would be in the public interest to make further inquiry 
in the matter of discrimination to determine whether or not some revision 
in the rates should be made: We would like to state further that in the 
event there should result any downward modification in the demand rate 
charged Georgia Power Company, it will be our purpose to see that such 
reduction in power cost is passed on to the consumers of Georgia Power 
Company. 


In view of the foregoing the Commission finds it necessary and appropriate 
in carrying out the provisions of the Federal Power Act to order as hereinafter 
provided. 

The Commission orders : 

(A) Generating Company shall make a showing of the facts necessary to 
enable the Commission to find and determine whether: 

(1) Generating Company, by virtue of its ownership and operation of the 
facilities to effectuate the above-described sale of electric energy to Georgia 
Company, owns and operates facilities subject to the jurisdiction of the 
Commission. 

(2) The sale to Georgia Company is a sale at wholesale in interstate commerce, 
subject to the provisions of Sections 205 and 206 of the Federal Power Act and 
the rules and regulations thereunder. 

(3) The rates and charges for the service to Georgia Company as set forth 
in Generating Company’s Rate Schedule FPC No. 1 are unduly discriminatory 
within the meaning of Section 205 of the Federal Power Act and unlawful; and 
whether the Commission should order that Generating Company file a new rate 
for that service eliminating all substantial differences between the charges and 
related provisions of the schedule of rates to Georgia Company and those of 
the rate schedule in effect for the service to Generating Company’s parent- 
customer South Carolina Company. 

(4) The charges to Georgia Company provided for by such rate schedule are 
unjust and unreasonable; and if so what rate the Commission should order 
Generating Company to file. 

(B) Without in any way precluding or limiting Generating Company from 
making any showing it wishes to make of facts relevant and material to the 
questions posed by this order, and without prejudice to any position Generating 
Company may wish to take as to the significance or lack of significance of the 
facts hereinafter specified, and also without this Commission at this time decid- 
ing that.question but reserving full freedom to decide all the questions on the 
full record in the light of all arguments that may be adduced before it, Generat- 
ing Company shall show its cost of rendering the service to Georgia Company, 
ealculated in accordance with applicable Commission precedents and using, 
among other things, (i) a prudent investment rate base with the deduction for 
accrued depreciation computed on the basis of straight line depreciation; (ii) a 
fair rate of return; (iii) taxes actually to be paid over the life of the contract. 
This showing shall be made for the first two units in commercial operation: 
(1) for the calendar year 1954 using actual experience insofar as data are avail- 

468918—61——_96 
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able for the period the two units shall have been in commercial operation and 
estimates based upon actual experience for the remainder of that year; (2) for 
every fifth year thereafter for 25 years, by use of the same figures with adjust- 
ments to reflect changes in net investment, return, and federai and state income 
taxes, and other changes which are known and measurable with reasonable 
accuracy. 

(C) Subject to the same conditions and reservations as set forth in (B) above, 
Generating Company shall show its revenues from Georgia Power for the same 
years based upon the same operations under its Rate Schedule FPC 1. 

(D) The foregoing showing shall be submitted in writing under oath within 
60 days of the issuance of this order, with sufficient copies to provide 5 for the 
Commission, 2 for each of the State Commissions of Georgia and South Caro- 
lina, and 1 each for any others who may have been admitted as interveners, 

(E) A public hearing on the foregoing issues be held at a time and place to 
be fixed hereafter. 

(F) Interested State commissions may participate in this proceeding as pro- 
vided in Sections 1.8 and 1.37 (f) (18 CFR 1.8 and 1.37 (f)) of the Commis- 
sion’s General Rules and Regulations. 

Commissioner Digby dissenting. 


Findings and order issuing certificates of public convenience and necessity 
Olin Gas Transmission Corp., et al. 
Docket Nos. G—2666, et al. 


November 1, 1954* 





On September 7, 1954, Olin Gas Transmission Corporation (Olin), a Delaware 
corporation with its principal office in the Ouachita National Bank Building, 
Monroe, Louisiana, and Calto Oil Company (Calto), a Texas corporation with 
its principal place of business at 254% Highland Park Village, Dallas, Texas, filed 
interdependent applications for certificates of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, as described in the applications on 
file with the Commission and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 19, 1954 respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the appli- 
cations has been received. 

The record shows that Calto, e¢ al., as Seller, under a 20-year contract dated 
August 24, 1954, with Olin as the Buyer, propose to construct aproximately 4.3 
miles of 2-inch diameter natural gas transmission pipeline, extending from the 
Possum Corner Field, Wilkinson County, Mississippi, to a point of connection with 
the Monroe-Baton Rouge Line * of Olin’s existing interstate natural gas pipeline 
facilities, and by means of such pipeline Calto proposes to transport and sell to 
Olin for resale a minimum of 500 Mcf of natural gas per day produced from 
Calto’s acreage and wells in such field. The price to be paid under the contract 



















*Omitted portions of this order relate to the issuance of independent producer certificates. 

This line extends from a point in the Monroe Gas Field in northern Louisiana to near 
Natchez, Mississippi, thence throngh Adams and Wilkinson Counties, Mississippi, and into 
Louisiana to Baton Rouge, Louisiana. 
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is 10 cents per Mcf. Calto estimates the gas reserves in place to be 6 billion 
cubic feet—75 percent recoverable. 

The record further shows that Olin proposes, by its application filed simul- 
taneously with Calto’s application, to construct and operate interconnecting, 
metering, and regulating facilities to receive into its interstate pipeline facilities 
the gas proposed to be delivered by Calto. Olin estimates the quantity of gas to 
be purchased will approximate 182,500 Mcf per year. The gas received from 
Calto is to be commingled with natural gas in Olin’s interstate pipeline facilities 
being transported and sold in interstate commerce for resale, subject to the Com- 
mission’s jurisdiction. 

The Commission finds: 

(1) Olin, a Delaware corporation with its principal place of business at Mon- 
roe, Louisiana, is engaged in the transportation and sale in interstate commerce 
of natural gas for resale for ultimate public consumption and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its April 30, 1954 order, in Docket No. G—2335. 

* x 7 * * - * 


(3) The facilities covered by the application in Docket No. G—2666 are pro- 
posed to be used in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as integral parts of Olin’s 
existing natural gas pipeline system, and the construction and operation thereof 
by Olin are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 


* * * * . * 


(5) Each Applicant, Olin and Calto, is able and willing properly to do we 
acts and to perform the service proposed and to conform to the provisions of the 


Natural Gas Act and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by Olin are 
required by public convenience and necessity, and a certificate therefor should 
be issued in Docket No. G-2666 as hereinafter ordered, upon the terms and con- 


ditions in the order, which terms and conditions are reasonable and required 
by public convenience and necessity. 


* * * . © > 2 

(8) Both Applicants having requested the omission of the intermediate deci- 
sion procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceedings. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued in Docket No. G-2666, authorizing Olin Gas Transmission Corporation to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application and record in these proceedings, for the transporta- 
tion and sale of natural gas for resale as therein set forth, subject to the juris- 


diction of the Commission, upon the terms and subject to the conditions of this 
order. 


. * * i. * . « 


(C) The certificates shall be accepted, in writing and under oath, by a respon- 


Sible official of each Applicant within 30 days next following the date of the 
issuance of this order. 
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(D) The general terms and conditions set forth in paragraphs (1), (2), (3) 
(i), (3) (iii), (83) (iv), and (5) of Section 157.20 of the Commission’s General 
Rules and Regulations: (18 CFR 157.20) shall attach to the issuance of the cer- 
tificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(BE) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation is hereby fixed at four (4) months from 
the date on which this order issues. 

(F) Each certificate is not transferable and shall be effective only so long 
as each Applicant, Olin and Calto, continues the acts or operations hereby author- 
ized in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission. 

(G) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or Part 154 of the 
Commission’s General Rules and Regulations (18 CFR, Part 154) thereunder 
requiring the filing of rate schedules for the service herein authorized; and is 
without prejudice to any findings or orders which have been or may hereafter 
be made by the Commission in any proceeding now pending or hereafter 
instituted. 
* 


Findings and order issuing certificate of public convenience and necessity 
Olin Gas Transmission Corp. 
Docket No. G-2722 
November 1, 1954 


On September 10, 1954, Olin Gas Transmission Corporation (Applicant), a 
Delaware corporation with its principal office in the Ouachita National Bank 
3uilding, Monroe, Louisiana, filed an application for a certificate of public con- 
venience and necessity, pursuant to Section 7 of the Natural Gas Act, authoriz- 
ing the construction and operation in Adams County, Mississippi, near Natchez, 
Mississippi, of certain natural gas transmission pipeline facilities for the trans- 
portation and sale of natural gas to Mississippi Valley Gas Company (Missis- 
sippi Valley), subject to the jurisdiction of the Commission, all as more fully 
represented in the application on file with the Commission and open to public 
inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 19, 1954, respecting the matters involved in and the issues presented by 
the application. No protest to the granting of the application has been received. 

The record shows that Applicant proposes to establish a delivery point to 
Mississippi Valley from Applicant’s Fowler-Baton Rouge pipeline in Adams 
County, Mississippi, for delivery and sale of natural gas to Mississippi Valley, 
as requested by it, for resale in the Cloverdale Subdivision, located in an area 
southwest of Natchez, Mississippi, and for such purpose Applicant proposes to 
construct a tap connection and metering and regulating facilities. The City of 
Natchez has natural gas service through sales for resale by Applicant to Missis- 
sippi Valley. The cost of the proposed facilities, which is estimated at approxi- 
mately $1,400, will be financed by Applicant from cash funds on hand. Appli- 
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cant estimates that gas usage for the Cloverdale Subdivision will approximate 
5,000 Mcf per year. 

The Commission finds: 

(1) Olin Gas Transmission Corporation (Applicant), a Delaware corpora- 
tion having its principal place of business at Monroe, Louisiana, is engaged in 
the transportation and sale in interstate commerce of natural gas for resale for 
ultimate public consumption and is, therefore, a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its April 30, 1954 order in Docket No. G—2335. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
natural-gas pipeline system, and the construction and operation thereof by Ap- 
plicant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the proposed facilities by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered, upon the terms and conditions 
in the order, which terms and conditions are reasonable and required by public 
convenience and necessity. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing Olin Gas Transmission Corporation (Applicant) to con- 
struct and operate the facilities hereinbefore described, all as more fully de- 
scribed in the application and record in this proceeding, for the transportation 
and sale of natural gas for resale as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and subject to the conditions of this order. 

(B) The certificate shall be accepted, in writing and under oath, by a respon- 
sible official of Applicant, within 30 days next following the date of issuance 
of this order; and the general terms and conditions set forth in paragraphs (1), 
(2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 157.20 of the Commission’s 
General Rules and Regulations (18 CFR 157.20) shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by Section 157.20 (2) of 
said General Rules and Regulations, is hereby fixed at 4 months from the date 
on which this order issues. 

(D) The rates applicable to the sale of natural gas to Mississippi Valley Gas 
Company shall be those contained in Rate Schedule G-1 of Applicant’s FPC Gas 
Tariff, Original Volume No. 1, now in effect and on file with the Commission, or 
those contained in changes thereof which the Commission may hereafter make 
or permit to become effective. 
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Order amending order issuing a certificate of public convenience and necessity 


The Ohio Fuel Gas Co. 
Docket No. G—2288 
November 1, 1954* 


The Ohio Fuel Gas Company (Ohio Fuel Gas) on July 18, 1954, filed a petition 
to amend the order issued March 26, 1954, in Docket No. G—2288, 13 F. P. C. 918, 
to authorize it to increase the length of its proposed loop line serving the Lima- 
Kenton area of Ohio, designated Project No. 3 in said order, and to authorize it 
to increase the length of its proposed replacement pipeline to serve additional 
volumes of natural gas in the Toledo-Findlay-Fostoria area of Ohio, designated 
Project No. 5 in said order. 2 

As presently authorized, Project No. 3 consists of 6.6 miles of 16-inch pipeline 
looping existing facilities near Kenton, Ohio, and Project No. 5 consists of 13.3 
miles of 16-inch replacement pipeline, replacing Line T between North Baltimore 
and Bowling Green, Ohio. Ohio Fuel Gas now proposes to construct and operate 
8.6 miles of 16-inch pipe in lieu of the 6.6 miles authorized as Project No. 8, 
and 19.2 miles of 16-inch pipe in lieu of the 13.3 miles authorized as Project 
No. 5. 

From the data submitted in support of said petition it appears that increased 
transmission capacity to be provided by the additional pipeline now proposed to 
be installed will be required to meet the now estimated 1954-1955 winter peak 
day requirements of the Lima-Kenton and Toledo-Findlay-Fostoria areas. The 
presently estimated requirements of the Lima-Kenton area have increased from 
approximately 39,100 Mcf to approximately 42,400 Mcf on the 1954-1955 winter 
peak day, and the estimates of Ohio Fuel Gas for the 1954-1955 winter peak 
day. now indicate that Line T must be capable of transporting approximately 
34,500 Mcf of natural gas per day north from North Baltimore to the general 
Toledo area. It appears that Project Nos. 8 and 5 as presently authorized will 
be inadequate to meet the foregoing peak-day requirements. The estimated cost 
of Project No. 3 will increase from approximately $242,000 to a total of approxi- 
mately $319,000, and the cost of Project No. 5 will increase from approximately 
$532,000 to approximately $760,000 as a result of the construction of the facilities 
now proposed. 

Notice of the petition to amend set forth above has been served on all parties 
to this proceeding and no protest or other response thereto has been received. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate for carrying 
out the provisions of the Natural Gas Act to amend the order issued on March 
26, 1954, in the above-entitled proceeding as hereinafter ordered. 

The Commission orders: 

(A) The order issued March 26, 1954, in Docket No. G—2288 be and the same 
hereby is amended to authorize The Ohio Fuel Gas Company to construct and 
operate 8.6 miles of 16-inch pipeline in lieu of 6.6 miles of 16-inch pipeline 
presently authorized as Project No. 3 in said order. 

(B) The order issued March 26, 1954, in Docket No. G-2288 be and the same 
hereby is amended to authorize The Ohio Fuel Gas Company to construct and 
operate 19.2 miles of 16-inch pipeline in lieu of 13.3 miles of 16-inch pipeline 
presently authorized as Project No. 5 in said order. 

(C) Said order issued March 26, 1954 in Docket No. G—2288 shall in all other 
respects be and remain the same. 


* Order modified by order issued February 3, 1955. 
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Findings and order issuing certificate of public convenience and necessity and 
approval of abandonment 


The Ohio Fuel Gas Co. 
Docket No. G—2495 


November 1, 1954 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its 
principal office at Columbus, Ohio, filed an application on July 20, 1954, for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing construction and operation of certain natural gas 
transmission facilities and the abandonment of certain other facilities, con- 
sisting in all of nine separate projects located on its existing pipeline system 
in Ohio for the purpose of making additional gas supplies available to existing 
market areas in Ohio during the 1954-55 winter season and thereafter, all as 
more fully represented in the application and designated therein as Project 
Nos. 1 through 9, inclusive. The application is on file with the Commission for 
public inspection. 

Applicant states that all proposed projects except Projects Nos. 6 and 9 are 
replacement facilities for existing facilities serving particular market areas. 
The facilities to be replaced are now deemed either inadequate or unsafe to 
operate under the estimated future peak load conditions. Projects Nos. 6 and 
9 will augment existing transmission facilities and provide additional trans- 
mission capacity estimated to be required to meet the 1954-55 winter peak day 
loads in the particular areas involved. Abandonment of facilities will not result 
in discontinuance of service to any customers. 

Applicant was granted temporary authority on September 24, 1954, to con- 
struct and operate facilities described as Project Nos. 1, 2, 3, 6, and 8 in the 
application herein. 

The estimated total overall capital cost of construction of the proposed 
facilities is $832,700. The proposed retirements will result in credits to fixed 
capital of $136,285. The cost of retiring is estimated to be $36,500. The salvage 
value of the facilities proposed to be retired is estimated to be $41,000. 

Financing is proposed by Applicant from funds to be advanced by its parent, 
The Columbia Gas System, Inc., through purchase of Applicant’s debt and 
equity securities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 12 and 19, 1954, respecting the matters involved in and the issues 
presented by the application. No protests to the application have been received. 

The Commission finds: 

(1) The Ohio Fuel Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of August 21, 1945, in Docket No. G-371, 4 F. P. ©. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 


1A detailed description of the proposed facilities is attached hereto as Appendix A. 
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(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of 
the Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) The proposed abandonment of facilities by Applicant are required by 
public convenience and necessity and approval should be granted as hereinafter 
ordered. 

(7) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s General Rules and Regulations, in- 
cluding the Rules of Practice and Procedure, should attach to the issuance of 
the certificate referred to in paragraph (5) above, and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order should be completed and said facilties should 
be placed in actual operation should be fixed at 6 months from the date on 
which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation and sale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of Section 
157.20 of the Commission’s General Rules and Regulations, including Rules 
of Practice and Procedure, shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) Permission and approval be and is hereby granted Applicant to abandon 
the facilities described hereinabove. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s rules is hereby fixed 
at 6 months from the date on which this order issues. 


APPENDIX A 
DOCKET NO. G—2495 


DESCRIPTION OF PROPOSED FACILITIES 


Project No. 1—Approximately 1.9 miles of 10%4-inch O. D. natural gas trans- 
mission line in Delaware County, Ohio, replacing a 1.9-mile portion of existing 
85-inch O. D. Line D-88 between existing line T and Delaware. 

Project No. 2—Approximately 2.8 miles of 65-inch O. D. natural gas trans- 
mission line in Hardin County, Ohio, replacing approximately 2.2 miles of 
existing 65¢-inch O. D. Line D-185 supplying Alger and Ada. 

Project No. 3—Approximately 3.6 miles of 5%4-inch O. D. natural gas trans- 
mission line in Medina County, Ohio, replacing approximately 2.6 miles of 
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existing 444-inch O. D. Line L-526 and 0.7 miles of existing 414-inch O. D. Line 
L-531 in the vicinity of Leroy and Seville. 

Project No. 4—Approximately 5.8 miles of 12%-inch O. D. natural gas trans- 
mission line in Sandusky County, Ohio, replacing a like portion of existing 
85¢-inch O. D. Line D-12 between Bellevue and Clyde. 

Project No. 5—Approximately 2.9 miles of 16-inch O. D. natural gas trans- 
mission line in Lorain and Cuyahoga Counties, Ohio, replacing a 2.9 mile portion 
of existing 12%4-inch O. D. Line L—920 north of Lines L—2360. 

Project No. 6—Approximately 3.3 miles of 16-inch O. D. natural gas trans- 
mission line in Lorain County, Ohio, looping portion of existing Line L-2305 
supplying Berea and Parma. 

Project No. 7—Approximately 3.2 miles of 10%4-inch O. D. natural gas trans- 
mission line in Ashland County, Ohio, replacing approximately a 3.2 mile por- 
tion of existing 854-inch O. D. Line D-98 supplying Ashland. 

Project No. 8—Approximately 4.6 miles of 12%4-inch O. D. natural gas trans- 
mission line in Ross County, Ohio, replacing a 4.6 mile portion of existing 85¢-inch 
0. D. Line C between Line C-18 and Chillicothe. 

Project No. 9—One 140 horsepower gas engine compressor units and appur- 
tenances at existing Urbana Compressor Station in Champaign County, Ohio. 


Findings and order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Co. 
Docket No. G—2522 
November 1, 1954 


The Ohio Fuel Gas Company (Applicant), an Ohio corporation with its prin- 
cipal office at Columbus, Ohio, filed an application on August 2, 1954, for a cer- 
tificate of public convenience and necessity, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of 10.6 miles of 20-inch 
pipeline in Hocking and Fairfield Counties from its Benton Storage Field to 
Crawford Compressor Station and a new 880-horsepower compressor station in 
Guernsey Storage Pool. 

Applicant expects to need 250,000 Mcf from its Benton Storage area on a 
peak day next winter to meet its existing market demands. Existing facilities 
used to transport gas from the area have a combined capacity, at the expected 
daily load factor, of about 180,000 Mcf. The proposed line will be basically a 
loop of Applicant’s existing Line R-545 from the Benton Auxiliary Measuring 
Station to its Crawford Compressor Station. With the proposed line and exist- 
ing facilities, Applicant will have available adequate capacity to move gas from 
the Benton Storage area to the areas where the gas will be needed. 

Applicant’s Guernsey Storage area is in the process of development as au- 
thorized in Docket No. G—2325 on June 7, 1954. Up to 15,300 Mcf per day is 
received from Tennessee Gas Transmission Company for injection into this 
area, as authorized in Docket No. G—2290 on June 7, 1954, 13 F. P. C. 1108. 
During the current injection cycle Tennessee’s line pressure is adequate for the 
injection of the volumes available. During the summer of 1955 and thereafter, 
pressure in excess of the available line pressure will be required to inject gas. 
The proposed 880-horsepower compressor Station will provide this additional 
pressure requirement. 

The record shows a substantial increase in the demand for gas in Ohio during 
the next winter and thereafter. 
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The estimated overall capital cost of the proposed facilities is $842,000. Appli- 
cant proposes to finance the proposed construction with funds to be advanced by 
its parent, The Columbia Gas System, Inc., through purchase of Applicant's debt 
and equity securities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 21, 1954, respecting the matters involved in and the issues presented by 
the application. No protests to the application have been received. 

The Commission finds: 

(1) The Ohio Fuel Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Commis- 
sion in its order of August 21, 1945, in Docket No. G-371, 4 F. P. C. 1033. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s existing pipe 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i). (8) (iii), (8) (iv), and (5) 
of Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the cer- 
tificate referred to in paragraph (5) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be placed 
in actual operation should be fixed at 8 months from the date on which this 
order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation and sale of natural gas as therein set forth, upon 
the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5) of Section 
157.20 of the Commission’s General Rules and Regulations, including Rules of 
Practice and Procedure, shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and said facilities shall be placed in actual operation as provided by 
paragraph (2) of said Section 157.20 of the Commission’s rules is hereby fixed 
at 8 months from the date on which this order issues. 
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Findings and order issuing certificates of public convenience and necessity 
Texas Illinois Natural Gas Pipeline Co., et al. 
Docket Nos. G—2601, et al. 
November 1, 1954 * 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois) filed an appli- 
cation on August 31, 1954, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity to construct and operate 
the following facilities in San Patricio County, Texas, in connection with the 
purchase of gas from Plymouth Oil Company (Plymouth) : 

(a) Approximately 6.5 miles of 8%-inch lateral pipeline connecting Plym- 
outh’s gasoline plant, serving the Plymouth and Portilla Fields, with Texas 
Illinois’ 26-inch trunkline 

(b) Approximately 0.7 miles of 65¢-inch lateral pipeline connecting Plym- 
outh’s gathering line in the North Pasture Field with Texas Illinois’ 26-inch 
trunkline. 

(c) Two (2) meter stations equipped to accomplish the accurate measure- 
ment of gas delivered through each of the aforementioned lateral pipelines. 

(d) Auxiliary and other appurtenant facilities as may be necessary or 
convenient. 

Texas Illinois proposes to construct the facilities to enable it to replace short- 
term spot purchases of 11,000 Mcf of natural gas per day with an equal amount 
of gas on a firm basis from Plymouth Oil Company. The estimated cost of the 
proposed facilities is $174,300, to be financed from funds on hand. 

Plymouth on August 31, 1954 filed an application, pursuant to Section 7 (c) 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the sale of natural gas to Texas Illinois for resale in interstate 
commerce. Plymouth proposes to sell and deliver to Texas Illinois for a period 
of 20 years an average daily quantity of 11,000 Mcf from reserves in the North 
Pasture, Plymouth and Portilla Fields in San Patricio County, Texas. With 
respect to sales to Texas Illinois of gas produced in the North Pasture Field, 
Plymouth requests in the alternative that such sales be declared nonjurisdic- 
tional. Plymouth represents that this gas, an average daily contract quantity 
of 2,000 Mcf, is to be delivered to Texas Illinois at a central point in the North 
Pasture Field after processing for removal of liquid hydrocarbons, gathering 
and dehydration. The gas is then to be transported and resold by Texas Illi- 
nois in interstate commerce. 


* * * * * * * 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 18, 1954, respecting the matters involved in and the issues presented by 
the applications. No protest to the applications has been received. 

The Commission finds: 

(1) Texas Illinois Natural Gas Pipeline Company, a Delaware corporation 
with its principal place of business in Chicago, Lllinois, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission by its orders issued June 14, 1950, in Docket No. G—1246, 9 F. P. C. 
122, and September 10, 1951, in Docket. No. G—1669, 10 F. P. C. 1356. 


*Omitted portions of this order relate to the issuance of independent producer certiticates. 
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(2) The facilities hereinbefore described are to be used for the transporta- 
tion of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, and the construction and operation thereof by Texas Illinois are 
subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Texas Illinois 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv), and (5), 
of Section 157.20 of the Commission’s Rules and Regulations, including the Com- 
mission’s Rules of Practice and Procedure, should attach to the certificate herein- 
after issued to Texas Illinois and to the exercise of the rights granted thereunder, 
and that the time within which construction of the facilities authorized by this 
order should be completed and in actual operation should be fixed at three months 
from the date on which this order is issued. 

* * * * * * * 


(10) Applicants having requested the omission of the intermediate decision 
procedure, and all requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued authoriz- 
ing Texas Illinois to construct and operate the facilities hereinbefore described 
for the transportation of natural gas, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) The certificate issued to Texas Illinois shall be accepted in writing, and 
under oath, by a responsible official of Texas Illinois and the general terms 
and conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and 
(5) of Section 157.20 of the Commission’s Rules and Regulations shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Sec- 
tion 157.20 of the Commission’s Rules and Regulations is hereby fixed at three 
months from the date on which this order issues. 


* * * * * * * 


(G) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service authorized in paragraph (D) ; and is without prejudice 
to any findings or orders which have been or may hereafter be made by the 


Commission in any proceeding now pending or hereafter instituted by or against 
Texas Illinois or Plymouth. 
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Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G-2665 
November 1, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal office in El Paso, Texas, filed application with the Federal Power Com- 
mission on September 7, 1954, which was supplemented on September 13, for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act authorizing the construction and operation of a tap on its 
30-inch Permian-San Juan cross-over line in Valencia County, New Mexico, 
together with metering and regulating equipment, for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, as described 
in the application on file with the Commission, and open to public inspection. 

The proposed facilities will enable Applicant to sell and deliver natural gas, 
at the proposed tap, to the City of Socorro for resale within and adjacent to 
the City of Socorro in Socorro County, New Mexico. Applicant will finance the 
proposed construction out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 20, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Comission in its January 11, 1944 order in Docket No. G-288, 4 F. P. C. 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
System, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
132 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceedng, for the transportaton and sale for resale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 
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(B) This certificate shall be accepted in writing, and under oath by a responsi- 
ble official of Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the faeilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-2 and B-3, as 
proposed, or any effective superseding Rate Schedule. 


Order permitting amortization of charges associated with refunded bonds 
under balance sheet accounts instruction 6—E 


New Jersey Power & Light Co. 
Docket No. E-6575 


November 2, 1954 


New Jersey Power & Light Company (Applicant), incorporated under the laws 
of the State of New Jersey, with its principal place of business in Dover, New 
Jersey, filed an application on August 5, 1954, and amendments thereto on 
August 23, 1954, and September 28, 1954, for permission pursuant to balance 
sheet accounts instruction 6-E of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licenses, to amortize an aggregate amount 
of $266,646.64 of redemption premium and other net charges associated with the 
redemption of $5,500,000, principal amount, of its 4% percent first mortgage 
bonds, series due May, 1983, which the Applicant called for redemption on 
September 24, 1954. The Applicant states that such redemption was accom- 
plished through the use of a portion of the proceeds obtained from its issuance 
on August 25, 1954, of $8,700,000, principal amount, of 34% percent first mortgage 
bonds, series due August 1984, 

According to the application, the amount of $266,646.64 to be amortized is com- 
prised of $249,700 for call premiums paid in connection with the redemption of 
the 1983 series bonds; plus an amount of $19,479.17 for duplicate interest paid 
on the 1983 series bonds and the 1984 series bonds during the period from August 
25, 1954, to September 24, 1954; less an amount of $2,532.53 representing un- 
amortized issue premium on the 1983 series bonds. The Applicant states that 
expenses of redemption incurred in the refunding transaction were negligible. 

Applicant proposes to dispose of this amount of $266,646.64 by a charge to 
income of an amount equal to the reduction of its 1954 Federal income taxes 
arising from the refunding transaction which reduction is estimated to be 
$124,790.63 and amortization of the remainder over a period of four years and 
four months in annual amounts of $32,917.50 which are stated to be equal to the 
net annual reduction in interest arising from the proposed refunding. 

By the Commission’s letter dated October 8, 1954, the Board of Public Utility 
Commissioners of New Jersey was advised of the foregoing matter and was 
requested to forward any comments or objections thereto by October 18, 1954. 
No comments or objections have been received by this Commission. 
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The Commission finds: 

Geod and sufficient cause has been shown for this Commission to permit an 
exemption from the provisions of balance sheet accounts instructions 6-E of 
the Uniform System of Accounts Prescribed for Publie Utilities and Licensee, 
as hereinafter provided. 

The Commission orders: 

(A) That permission is hereby granted to the Applicant to amortize the 
aggregated amount of redemption premium and expense associated with its 1983 
series bonds, as above computed, as follows: 

(a) By an immediate debit to Account 531, Amortization of Debt Discount 
and Expense, of an amount equal to the reduction in Applicant’s 1954 Federal 
income taxes resulting from the refunding transaction, estimated to amount to 
$124,790.63. 

(b) By monthly debits to Account 531, Amortization of Debt Discount and 
Expense, over a period of four years and four months commencing with October 
1954, of an amount equal to the net monthly reduction in interest resulting from 
the refunding transaction, estimated by the Applicant to amount to $32,917.50 
per annum. 

(B) The permission granted herein is for accounting purposes only, and shall 
not be construed as a finding with respect to the reasonableness of such amorti- 
zation charges, should such issue arise in any proceeding affecting the rates, 
charges, practices, rules, regulations, or operations or tariffs of the Applicant. 

Commissioner Smith not participating. 


Order further amending order issuing certificate of public convenience and 
necessity 


Northern Natural Gas Co. 
Docket No. G-2063 


November 5, 1954 


On August 9 and September 17, 1954, Northern Natural Gas Company 
(Northern) filed petitions to amend the order accompanying Opinion No. 268 
issued March 11, 1954, 138 F. P. C. 32, which granted Northern a certificate 
ef public convenience and necessity authorizing it to construct and operate 
facilities to serve existing and new customers along its pipeline system. The 
petition of August 9, 1954, was supplemented on September 30, 1954. No pro- 
tests to the granting of the petitions have been received. 

In such petitions, Northern requests (1) restoration of the reduction of 52 
Mcf per day in the contract demand of the Village of Pender, Nebraska; 
(2) transfer of 400 Mcf per day of the contract demand of Iowa Electric 
Light and Power Company from its Billing Group 1 in Nebraska to Billing 
Group 3 in Minnesota; (3) an increase of 100 Mcf per day in the allocation 
of gas to the Town of Sanborn, Iowa; (4) a reduction of 152 Mef in the con- 
tract demand of Perry Gas Company; (5) transfer of 900 Mcf per day of the 
contract demand of Central Electric and Gas Company from Billing Group 5 
to Billing Group 2 (500 Mcf) and Billing Group 3 (400 Mcf); (6) transfer 
of the allocation of gas for Odell, Nebraska, from Central BPlectrie and Gas 
Company to Peoples Division of Northern; and (7) transfer of the allocation 
of gas for the Town of Primghar, Iowa, from the town to the Peoples Division 
of Northern. 
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(1) Village of Pender, Nebraska. The reduction of 52 Mcf in the contract 
demand for the heating season 1954-1955 as provided by the order issued March 
11, 1954 was made at the request of the Village. From the data filed with 
the petition of August 9, as supplemented September 30, it appears that Pen- 
der’s peak-day gas requirements for the 1954-1955 season will be at least 52 
Mecf more than estimated at the time of hearing in Docket No. G—2063. 

(2) Iowa Electric Light and Power Company. From the supplement filed 
September 30, it appears that load growth in the Nebraska communities of 
Homer, Lyons, Rosalie, Thurston, Walthill, and Winnebago, which constitute 
Billing Group 1 for Iowa Electric, has been less than estimated during hearing 
in Docket No. G—2063, while Fairmont, Minnesota, which constitutes Iowa 
Electric’s Billing Group 3, has experienced greater load growth than estimated. 
Iowa Electric states that the transfer of 400 Mcf requested will enable it to 
meet 1954-1955 requirements adequately in all of such communities. 

(3) Sanborn, Iowa. The petition filed September 17, 1954, shows that over 
90 per cent of the potential customers in the town have applied for natural- 
gas service, and, consequently, that an increase of 100 Mcf in the town’s 
contract demand is necessary to enable 1954-1955 requirements to be met. 

(4) Perry Gas Company. The petition of September 17 shows that during 
the hearings in Docket No. G—2062 Perry Gas Company requested 500 Mcf of 
additional contract demand for service to the City of Perry, and that in addi- 
tion it requested and received an allocation of gas for the towns of Algona, 
Bayard, and Bagley. Statements by Perry Gas Company, in a letter accom- 
panying the petition of September 17, show that the 500 Mcf of additional 
contract demand which was requested for the City of Perry for 1954-1955 is, 
in its entirety, in excess of the City’s needs for such period. Consequently, 
it is found that the contract demand for the City of Perry should be reduced 
by 500 Mcf and not by 152 Mcf as requested in the petition of September 17. 

(5) and (6) Central Electric and Gas Company. In a letter accompanying 
the petition of September 17, Central states that the load in the towns of 
Arlington Blair, and Wahoo, Nebraska (Billing Group 2), and in the towns 
of Craig, Oakland, Tekamah, and West Point (Billing Group 3) has increased 
faster than estimated during hearings in Docket No. G—2063, and that 500 Mcf 
in Billing Group 2 and 400 Mcf in Billing Group 3 are required for service 
to communities in such billing groups during 1954-1955. Central proposes to 
operate its peak-shaving facilities at Sioux Falls, South Dakota, to the extent 
necessary to enable transfer of 900 Mcf of contract demand from Billing Group 
5, in which Sioux Falls is located. 

Odell, Nebraska, has revoked the franchise granted Central Electric and Gas 
Company and granted a new franchise to Peoples Division of Northern. The 
petition of September 17 requests amendment of the order of March 11, 1954 to 
permit service by Peoples Division to Odell. 

(7) Town of Primghar, Iowa. Since the hearing in Docket No. G—2063, 
Primghar has granted a franchise to Peoples Division of Northern, in substitu- 
tion for a municipally owned system as proposed during hearing in Docket No. 
G-2063. Northern requests amendment of the order of March 11, 1954 to enable 
Peoples Division to render such service. 

The Commission further finds: 

It is in the public interest, and it is necessary and appropriate to carry out 
the provisions of the Natural Gas Act, to further amend the order issued March 
11, 1954, accompanying Opinion No. 268, to the extent requested in the petitions 
heretofore described, except that the contract demand for Perry Gas Company 
for service to the City of Perry, Iowa, should be reduced by 500 Mcf instead 
of 152 Mcf as requested in the petition of September 17, 1954. 
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The Commission orders: 

(A) The order issued March 11, 1954, accompanying Opinion No. 268, be and it 
hereby is further amended. 

(1) To restore 52 Mcf of the reduction in contract demand of the Village of 
Pender. 

(2) To transfer 400 Mcf per day of the contract demand of Iowa Electric 
Light and Power Company from its Billing Group 1 to its Billing Group 3 in 
Minnesota. 

(3) To increase the allocation of gas for the town of Sanborn, Iowa, by 100 
Mcf per day. 

(4) To reduce the contract demand of Perry Gas Company by 500 Mcf per day. 

(5) To transfer 900 Mcf. per day from Billing Group 5 of Central Electric and 
Gas Company in the amounts of 500 Mcf to Billing Group 2 and 400 Mcf to 
Billing Group 3, and to transfer the allocation of gas for Odell, Nebraska, from 
Central Electric and Gas Company to Peoples Division of Northern. 

(6) To transfer the allocation of gas for the town of Primghar, Iowa to the 
Peoples Division of Northern. 

(B) Tabies I and III contained in Opinion No. 268 be and they hereby are 
revised to the extent necessitated by ordering paragraph (A) hereof. 

(C) The volume of 348 Mcf per day of Northern’s system sales capacity left 
unallocated by reason of the reduction of 500 Mcf in the contract demand of 
Perry Gas Company, the increase of 52 Mcf in the contract demand of the Vil- 
lage of Pender, Nebraska, and the increase of 100 Mcf in the contract demand 


of the Town of Sanborn, Iowa, shall be reserved for future disposition by the 
Commission. 


Findings and order issuing certificate of public convenience and necessity 


Permian Basin Pipeline Co. 
Docket No. G—2529 
November 8, 1954 


Permian Basin Pipeline Company (Applicant), a Delaware corporation with 
its principal place of business in Omaha, Nebraska, filed an application on 
August 5, 1954, which was supplemented on August 30, 1954, for a certificate of 
public convenience and necessity, pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of fifteen taps on its pipelines 
in Lea County, New Mexico, together with metering and regulating equipment, 
subject to the jurisdiction of the Commission, for the transportation and sale of 
natural gas as hereinafter described and as more fully described in the applica- 
tion on file with the Commission for public inspection. 

The proposed facilities will enable Applicant to sell and deliver to Southern 
Union Gas Company, at the proposed taps, up to a total of 1,000 Mcf per day 
of natural gas produced in New Mexico for resale in the rural areas adjacent 
to Applicant’s pipelines in Lea County. Applicant will finance the proposed 
construction out of its available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 27, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Permian Basin Pipeline Company, a Delaware corporation, having its 
principal place of business at Omaha, Nebraska, is engaged in the transportation 
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of natural gas in interstate commerce and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption, and therefore is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its May 1, 1953 order in Docket No. G—1928. 

(2) The facilities hereinbefore described, as integral parts of Applicant’s 
existing pipeline system, are proposed to be used in the transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian Basin Pipeline Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale of up to a total of 1,000 
Mcf per day of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (3) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) Applicant will not be required to file with this Commission a tariff for the 
proposed service so long as the gas delivered for resale and distribution in Lea 


County, New Mexico, is limited to natural gas produced in the State of New 
Mexico. 


Declaration of partial exemption 
California-Pacific Utilities Co. 
Docket No. G—2549 


November 8, 1954 


California-Pacific Utilities Company (Applicant) filed an application on August 
16, 1954, for exemption from the provisions of the Natural Gas Act, pursuant to 
Section 1 (c) thereof, for those facilities serving the area in and adjacent to 
Needles, California. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 
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(1) Applicant is a California corporation engaged in the transportation, sale 
and distribution of natural gas in the States of California and Nevada. 

(2) Applicant, among other facilities, owns and operates approximately 14.5 
miles of 4-inch transmission pipeline and appurtenant facilities commencing in 
San Bernadino County, California, and extending in a northerly direction to its 
distribution facilities serving the area in and adjacent to the Town of Needles, 
California, with respect to which it seeks exemption pursuant to Section 1 (c). 

(3) Such facilities are not connected to any other of Applicant’s transportation 
or distribution facilities or natural gas operations. 

(4) Applicant purchases interstate natural gas for this segment of its system 
from Pacific Gas and Electric Company at a point of connection in San Bernadino 
County, California. 

(5) All the natural gas so received is ultimately consumed within the State 
of California and all of Applicant’s facilities described herein are located within 
the State of California. 

(6) The Public Utilities Commission of California has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant here sought to be exempted. 

Wherefore, the Commission declares, by reason of the foregoing: 

The facilities and operations of California-Pacific Utilities Company now 
serving the area in and adjacent to Needles, California, as hereinbefore described, 
are exempt from the provisions of the Natural Gas Act, and the orders, rules, 
and regulations of the Commission issued pursuant thereto. 


Declaration of partial eremption 
California-Pacific Utilities Co. 
Docket No. G—2550 
November 8, 1954 


California-Pacific Utilities Company (Applicant) filed an application on 
August 16, 1954, for exemption from the provisions of the Natural Gas Act, 
pursuant to Section 1 (c) thereof, for those facilities serving the area in and 
adjacent to the Towns of Henderson and Pitman, Nevada. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a California corporation engaged, inter alia, in the trans- 
portation, sale and distribution of natural gas in the States of California and 
Nevada. 

2) Applicant owns and operates certain natural gas pipeline facilities for 
the sale and distribution of natural gas in and adjacent to the Towns of Hender- 
son and Pitman, Nevada, with respect to which it seeks exemption pursuant 
to Section 1 (ce). 

(3) Such facilities are not connected to any other of Applicant’s transportation 
or distribution facilities or natural gas operations. 

(4) Applicant purchases interstate natural gas for this segment of its system 
from Nevada Natural Gas Pipe Line Company at Henderson and Pitman, Nevada. 

(5) All of the natural gas so received is ultimately consumed within the 
State of Nevada, and all of Applicant’s facilities described herein are located 
within the State of Nevada. 
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(6) The Public Service Commission of Nevada has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant here sought to be exempted. 

Wherefore, the Commission declares, by reason of the foregoing: 

The facilities and operations of California-Pacific Utilities Company now 
serving the area in and adjacent to the Towns of Henderson and Pitman, 
Nevada, are exempt from the provisions of the Natural Gas Act, and the 
orders, rules and regulations of the Commission issued pursuant thereto. 


Findings and order issuing certificate of public convenience and necessity 
Northern Natural Gas Co. 
Docket No. G-2670 


November 8, 1954 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal office at Omaha, Nebraska, filed an application on September 7, 
1954, for a certificate of public convenience and necessity, pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of ap- 
proximately 4.3 miles of 4-inch loop line to its Jordan, Minnesota, branch line, 
all as more fully represented in its application on file with the Commission 
and open for public inspection. 

Applicant states that Minnesota Valley Natural Gas Company (Minnesota 
Valley), currently distributing or authorized to distribute natural gas in 
Jordan and 20 other communities in that general area, has advised that the 
discontinuance, prior to the 1954-55 heating season, of a steam plant operated 
by Northern States Power Company in Jordan will increase its maximum day 
requirements to 936 Mcf. Jordan’s current contract demand is 280 Mcf. 

Minnesota Valley has not requested, nor is Applicant herein proposing, an 
increase in the present total contract demand of 36,538 Mcf for the 21 com- 
munities, all of which are included within one billing group under the group 
billing provisions of Applicant’s tariff. 

Applicant states that the present 2-inch Jordan branch line is inadequate to 
serve the 986 Mcf contract demand for Jordan for the 1954-55 heating season, 
requested by Minnesota Valley in its May 1, 1954, tariff nominations. 

The estimated cost of the proposed facilities is $51,000, and Applicant pro- 
poses that financing will be out of cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
October 26, 1954, respecting the matters involved and the issues presented by 
the application. No protests to the application have been received. 

The Commission finds: 

(1) Northern Natural Gas Company (Applicant) is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order issued April 14, 1943, in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 





ORDERS 1501 


(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and (5) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at two months from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision pro- 
cedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Northern Natural Gas Company to construct and 
operate approximately 4.3 miles of 4-inch loop line to its Jordan, Minnesota, 
branch line, all as more fully described in the application in this proceeding and 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 157.20 
of the Commission’s Rules of Practice and Procedure is hereby fixed at two 
months from the date on which this order issues. 


Order denying application for abrogation of order or in the alternative rehearing ; 
and modifying and affirming as modified Opinion No. 274 and accompanying 
order 


Panhandle Eastern Pipe Line Company, G—2035, G—2040, G-2048, G—2049, G—2050, 
G-20738, G-2301, and G-—2349; Panhandle Eastern Pipe Line Company, South- 
eastern Michigan Gas Company, Citizens Gas Fuel Company, Citizens Gas 
Company, Michigan Gas Utilities Company, G-2091 


November 9, 1954 


Panhandle Eastern Pipe Line Company (Panhandle) filed, on August 6, 1954, 
an application for abrogation of or in the alternative rehearing on our order 
issued July 15, 1954, 13 F. P. C. 1192, denying Panhandle’s motion to make ef- 
fective revised tariff sheets which provided for the cancellation of its inter 
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ruptible rate schedules. By our order issued September 3, 1954, we deferred 
action on the aforesaid application so that it might be considered together with 
Panhandle’s application filed August 23, 1954, for rehearing and stay of Opinion 
No. 274 and accompanying order issued July 28, 1954, 13 F. P. C. 301. 

On September 23, 1954, we issued an order which granted oral argument on 
October 18, 1954, on the matters and issues raised in Panhandle’s applications. 

Upon full consideration of the entire record in these proceedings, including all 
filings, briefs and arguments made herein, we hereby affirm our order issued 
July 15, 1954, and modify and affirm as modified Opinion No. 274 and accompany- 
ing order issued July 28, 1954. 

Panhandle, among other matters, contended in its application for rehearing 
and stay of our order accompanying Opinion No. 274 that, “The contract rights 
of direct customers who have been served since prior to the passage of the Nat- 
ural Gas Act and whose service has never been the subject of a specific order 
are ignored.” This claim was made in connection with the provisions of Para- 
graph (N) of the Commission’s order accompanying Opinion No. 274. 

It may be observed that Panhandle has pointed out no instance where the 
“contract rights of direct customers who have been served since prior to the 
Natural Gas Act * * *” have been adversely affected by the Commission's order. 

Indeed Panhandle’s tariff and particularly Section 7 of the interruptible rate 
schedules specifically reserve to Panhandle the right to continue deliveries to its 
properly authorized direct sale customers, as evidenced in contracts on file with 
the Commission on July 28, 1954 pursuant to Part 155 of the Commission's 
General Rules and Regulations, prior to the making of gas available for new 
interruptible customers, and provides only that such deliveries follow the order 
of priority for transportation of gas contained in Section 16 of the General 
Terms and Conditions of Panhandle’s Tariff, and that the priority classification 
for deliveries be not contrary to any order of the Commission. 

Paragraph (L) of our order accompanying Opinion No. 274 conditions the 
exercise of rights granted under certificates issued in these proceedings to the 
service of natural gas on an interruptible basis. In the case of Docket No. 
3-2048, it appears that the facilities authorized to be constructed will be em- 
ployed to transport not only interruptible but firm gas as well. Accordingly, 
we are modifying the provisions of Paragraph (L) of our order accompanying 
Opinion No. 274 by eliminating therefrom the reference to Paragraph (H) in 
which the facilities described in Docket No. G—2048 are authorized. 

Panhandle contends that Findings (1) and (11) upon which Paragraph (L) 
of our order “is based, in part, are wholly unsupported by any substantial evi- 
dence as respects any need to eliminate the small amounts of firm service con- 
templated by Panhandle’s arrangements with the direct customers here involved.” 

First, it should be pointed out that the general problem of the availability 
and distribution of Panhandle’s firm gas is properly the subject of another pro- 
ceeding, viz, In the Matter of Panhandle Eastern Pipe Line Company, et al., 
Docket Nos. G—1116, et al. Hearings have been held in that proceeding and we 
will consider the problems of availability and distribution of Panhandle’s firm 
gas when that matter is before us. In addition, it may be observed that during 
the instant hearing the emphasis placed by Panhandle on the requirements of 
its direct customers related to a “superior interruptible” service rather than 
on firm gas. Nothing herein shall be construed as a determination of the rights 
of any interruptible customer to firm service. 

Panhandle has asserted that it has numerous and complex problems in the 
operation of its pipeline and in this connection has urged that the solution to 
such problems lies in the elimination of its interruptible rate schedules. 
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We have dealt with this problem at considerable length in Opinion No. 274, 
and we were unable to agree with Panhandle’s contentions that the interrupt- 
ible rate schedule should be cancelled. In this connection it may be pointed 
out that in Panhandle’s oral argument it made no “specific suggestions” for the 
resolution of its operating problems other than the elimination of its inter- 
ruptible rate schedules. For the reasons set forth in our Opinion No. 274 we 
cannot grant Panhandle’s application to cancel such schedules. On the other 
hand, we find that the interruptible rate schedues, particularly as amended by 
our Opinion No. 274, afford a just, reasonable, and non-discriminatory basis for 
the disposal of Panhandle’s gas available on an interruptible basis. Moreover, 
it will be observed that the modification of the interruptible service schedules 
as provided for in our order accompanying Opinion No. 274 affords greater flexi- 
bility to Panhandle in its operations under its interruptible rate schedules. 

Finally, we have decided to modify the language employed in Paragraph (M) 
of our order accompanying Opinion No. 274 so that it will more clearly express 
our conclusions and determinations. Paragraph (M) is amended to read as 
follows: 

(M) The facilities of Panhandle shall not be employed to transport gas 
either to its direct or resale customers under priorities not provided for in Sec- 
tion 16 of the General Terms and Conditions of its FPC Gas Tariff, Original 
Volume No. 1. 

The Commission finds: 

(1) Good cause has not been shown for the granting of Panhandle’s appli- 
cation filed on August 6, 1954, for abrogation of order or in the alternative re- 
hearing, or its application filed on August 23, 1954, for rehearing and stay of 
Opinion No. 274 and accompanying order. 

(2) Good cause exists to modify ordering Paragraphs (L) and (M) of the 
order accompanying Opinion No. 274 as provided respectively in paragraphs 
(A) and (B) below. 

The Commission orders: 

(A) Paragraph (L) of the order accompanying Opinion No. 274 be and the 
same is modified to read as follows: 

(L) The issuance of the certificates granted in paragraphs (B) and (D) 
hereof and to the exercise of the rights granted thereunder shall be conditioned 
on the service of natural gas thereunder solely on an interruptible service basis 
as provided in Section 16.3 of the General Terms and Conditions of Panhandle’s 
FPC Gas Tariff, Original Volume No. 1. 

(B) Paragraph (M) of the order accompanying Opinion No. 274 be and the 
same is modified to read as follows: 

(M) The facilities of Panhandle shall not be employed to transport gas 
either to its direct or resale customers under priorities not provided for in 
Section 16 of the General Terms and Conditions of its FPC Gas Tariff, Original 
Volume No. 1. 

(C) In all respects, except as noted herein, Opinion No. 274 and accompanying 
order issued July 28, 1954, be and the same is hereby affirmed, and Panhandle’s 
application filed on August 6, 1954, for abrogation of order or in the alternative 
rehearing, and its application filed on August 23, 1954 for rehearing and stay 
of Opinion No. 274 and accompanying order be and the same are hereby denied. 

Digby, Commissioner, dissenting : 

I cannot support an order which may result in a denial of the current require- 
ments of natural gas to four of Panhandle’s industrial customers, namely, Bridge- 


port (Bohn Aluminum), Mrs. Tucker’s Food, Mueller Brass Company, and Seed 
Corn Plant. 
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Order requiring accounting disposition of amounts associated with financing 


Transcontinental Gas Pipe Line Corp. 
Docket No. G—2075 
November 9, 1954 * 


By paragraph (F) of the order issued December 30, 1953, approving proposed 
settlement and requiring tariff revisions to be filed, the Commission ordered that 
the record in this proceeding remain open for further hearings relative to the 
disposition of the amount of $5,372,025, less related accrued depreciation of ap- 
proximately $351,845, as of September 30, 1954, which Transcontinental Gas Pipe 
Line Corporation (Transcontinental) claims should be retained in its plant and 
reserve accounts. Hearings were reconvened on March 8, 1954, and concluded 
on March 30, 1954. Final briefs were filed on August 17, 1954, and oral argu- 
ment on the issues involved was held on October 19, 1954. 

The amount of $5,372,025, which Transcontinental contends consists of finane- 
ing costs associated with the construction of facilities authorized at Docket 
Nos. G—-704 and G—-1143, is composed of the following items: 


Item 

Discount associated with 530,000 6% interim notes, issued as of 

December 9, 1948, in conjunction with 530,000 shares of com- 

mon stock, par value, 50 cents per share $3, 696, 052. 52 
Commissions and costs associated with the issuance of 530,000 

6% interim notes and 530,000 shares of common stock 1, 495, 488. 50 
Commitment fee associated with 354% series first mortgage pipe 

line bonds, face amount of $143,000,000, due 1968 620, 323. 64 
Commitment fee associated with 34,% series first mortgage pipe 

line bonds, face amount of $32,000,000 due 1970 74, 673. 14 
Interest on commingled funds for period March 1, 1951—Decem- 

ber 31, 1951 90, 904. 72 
Interest at 6% on portion of proceeds from financing considered 

by Staff to be applicable to equity funds______-___--___---- (605, 416. 49) 


Amount 


5, 372, 025. 73 


As of December 9, 1948, Transcontinental issued 530,000 units of interim notes 
and common stock. Hach unit consisted of one interim note in the face amount 
of $50, bearing interest at the rate of 6 percent per annum, and one share of 
common stock, par value 50 cents per share. Prior to issuing these units Trans- 
continental purchased from its promotors 265,000 shares of common stock’ at 
the rate of 6624 cents per share. These 265,000 shares constituted half of the 
530,000 shares which were sold with the interim notes. The remaining 265,000 
shares were obtained from authorized but unissued shares of 50 cents par value 
common stock. 

The interim notes were to mature on May 1, 1951, and were payable at the 
option of Transcontinental either in cumulative preferred stock, $3 Series, or 
in cash. 


*Application for rehearing and stay granted by order issued December 22, 1954. Order 
affirmed by order issued March 15, 1955. 

2 At the time the units were issued Transcontinental had outstanding 750,000 shares of 
common stock, 50 cents par value, all of which was owned by the promoters of Transcon- 
tinental. 
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At the same time that Transcontinental issued the above described units, 
it also issued 2,250,000 shares of common stock, par value 50 cents per share. 
Transcontinental claims that 1,085,869? of these shares were purchased by per- 
sons who were strangers to Transcontinental and the remainder to its promoters, 
all at $10 per share. 

The 530,000 units were sold at $52.50 per unit and Transcontinental recorded 
the disposal of the units on its books as follows: 


Account and item Debits Credits 





120 Cash: 
Proceeds from 530,000 units at $52.50__.........-.- coeccunel CORED Eetatetsnennd 
Commissions and other costs__..._- pilecdideiion $1, 608, 355. 56 
140 Unamortized debt discount and expense 
Discount on 530,000 notes at $7.50 each 
Commission and other costs__.. ilebitetialn 
200 Common capital stock (530,000 at 50¢)._..- 
203 Premiums and assessments on capital stock (530,000 shares at $9.50 | 
each) 
213 Miscellaneous long-term debt (530,000 Notes at $50 each } 


5, 035, 000. 00 
26, 500, 000. 00 


| 33, 408, 355. 355. 56 | 33, 408, 355. 56 
! 





Transcontinental as of March 1, 1951, charged $3,696,052.52 of the $3,975,000 
of discount and $1,495,488.50 of the $1,608,355.56 of the commissions and other 
costs to its plant accounts. 

Transcontinental commenced operations as a natural-gas company on March 1, 
1951, and redeemed all of the interim notes in cash from the proceeds of the 
issuance of 550,000 shares of cumulative preferred stock, $2.55 Series, and 
$590,000 of its general funds. 

Transcontinental claims that each share of common stock in the units was 
worth $10 because of the sale of the shares of similar stock to persons other 
than promoters of Transcontinental. On the basis of this claim Transcontinen- 
tal assigned a discount of $7.50 to each interim note. However, at Docket No. 
G-1143, Transcontinental proposed in its plan of financing to issue 2,515,000 
shares of common stock, $.50 par value per share, consisting of 2,250,000 shares, 
which were to be issued to its promoters at $10 per share and 265,000 shares 
which were to be issued as part of 265,000 units composed of one 5 per cent 
convertible debt obligation in the face amount of $100 and one share of common 
stock. These units were to be sold at $100.67 each. The 2,515,000 shares of 
common stock were to be sold at a total price of $22,677,500. It appears from 
the following computation that each share of common stock included in the 
units was to sell for 67 cents (7 F. P. C. 142, 143): 


$22, 677, 500 


265,000 shares included in units__.__..._...-.---_-_--_-_-_-_- 177, 500 
Price of each share in unit $0. 67 


In the present proceeding for the 530,000 units, which were actually issued in 
lieu of the 265,000 units, Transcontinental proposes to assign $10 to each share 
of common stock of 50¢ par value included in each unit instead of 67¢ under the 


7 At page 8 of its Main Brief, and at page 15 of its Reply Brief, filed in this matter on 
July 1, 1954, and August 17, 1954, respectively, Transcontinental claimed that 277,525 
of the 2,250,000 shares were purchased by strangers to Transcontinental. Whereas, during 
the oral argument held on October 19, 1954, counsel for Transcontinental claimed that 
the strangers had purchased 1,085,689 shares. 
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prior proposal. Transcontinental in the present proceeding assigns a discount 
of $7.50 to each note of $50 principal amount instead of assigning face value as 
was proposed in the prior proceeding.* 

The staff of the Commission and certain interveners contend that out of the 
proceeds from the sale of the 530,000 units not less than the face amount or 
$50 be assigned to the notes; on this basis $2.50 would be assigned to each share 
of common stock of 50¢ par value. This would result in no discount being 
assigned to the notes but there would be a premium of $2.00 on each share of 
common stock in the unit. 

It is impossible to determine what relative portions of the purchase price the 
investors assigned to the notes as distinguished from the shares of common 
stock in the units. The position of the staff and interveners represents a 
reasonable approach to the problem. Certainly the assignment by Transcon- 
tinental of a large premium to the share of the common stock while at the same 
time the note is being valued at a substantial discount is unrealistic. Trans- 
continental has failed to show that the notes were issued at a discount. Ae 
cordingly the debt discount in the amount of $3,696,052.52 must be eliminated 
from Transcontinental’s plant account, as hereinafter ordered. 

In connection with the issuance of the 530,000 units described above, Trans- 
continental incurred commissions and issuance expenses of $1,608,355.56, of 
which $92,174.79 has been charged to Account 271, Earned Surplus, and $20,692.27 
to Account 531, Amortization of Debt Discount and Expense. The balance of 
$1,495,488.50 is included in Transcontinental’s plant account and is here in 
dispute. 

The interim notes were sold partly during the period from December 1 to 12, 
1948, and the remainder were sold between December 12, 1948, and June 1949. 
The exact date of issue of these notes is not determinable from the record; how- 
ever, for ease of computation, we adopt the date of December 1, 1948, as the date 
as of which the interim notes became outstanding. These interim notes were 
convertible before May 1, 1951, at the option of the Company, into $3 preferred 
stock. This preferred stock was to be retired in specified installments, as fol- 
lows: 2% of the stock during each of the 12 months periods ending on November 
1 of the years 1956 to 1961, inclusive; 3% during each of the 12 months periods 
ending November 1 of the years 1962 to 1967, inclusive; 5% during each of the 12 
months periods ending November 1 of the years 1968 to 1973, inclusive; and 8% 
during each of the 12 months periods ending November 1 of the years 1974 to 1978, 
inclusive. 

The effect of the scheduled installment retirement of the preferred stock to have 
been issued was that the Company would have had the use of the proceeds ap- 
plicable to the interim notes for an average period of approximately 22 years, or 
264 months, if the notes had been redeemed in $3 preferred stock. 

The date of March 1, 1951, marked the end of the construction period. Ac- 
cordingly, the 27-months period from December 1, 1948, to March 1, 1951, repre- 
sents the construction period portion of the average period for which the Com- 
pany had the use of the funds derived from the sale of the interim notes to be 
redeemed later with preferred stock. 

The commission and issuance costs with respect to the sale of units consisting 
of interim notes and common stock totaled $1,608,355.56. We find that these com- 
missions and costs should be allocated between the interim notes and common 


3 The 530,000 units are comparable to debt obligations similar to the 265,000 units except 
that there are two notes of $50 each in lieu of one note of $100 face amount. The 530,000 


units each contain one share of common stock, 50¢ par value, resulting in two shares of 
common being issued in lieu of one share under the prior plan. 
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stock in the ratio of $50 and $2.50, respectively, to the amount of $52.50. On this 
basis, $76,588.36 would be assignable to the common stock and properly includible 
in Account 151, Capital Stock Expense, and the balance $1,531,767.20 would be 
applicable to the interim notes. 

The amount of $1,531,767.20 applicable to the interim notes must be allocated 
between the portion applicable to the construction period and the portion appliea- 
ble to the period after the end of construction. As we found above, the funds 
derived from the sale of the interim notes were available to the Company from 
December 1, 1948, for an average period of approximately 264 months, of which 
period 27 months (December 1, 1948 to March 1, 1951) was embraced in the con- 
struction period. Accordingly, we allocate to the construction period 27/264ths 
of the amount of $1,531,767.20 applicable to interim notes. On this basis, we 
allocate the amount of $156,658.00 to the construction period as properly includi- 
ble in the plant account, and allocate the balance of $1,375,109.20 applicable to 
the period subsequent to the end of construction. Of this latter amount, the Com- 
pany has charged off $92,174.79 to Account 271, Earned Surplus, and $20,692.27 
to Account 531, Amortization of Debt Discount and Expense, leaving a balance of 
$1,262,242.14 as of March 1, 1951, to be disposed of. 

Of the amount of $1,495,488.50 charged by the Company to the plant account, 
we have found that $156,658.00 is properly includible therein. The balance of 
$1,338,830.50 was not properly includible in the plant account and should be 
eliminated therefrom. 

The interim notes were not paid by issuance in exchange therefor of $3 pre- 
ferred stock, as originally intended. Instead the Company called the interim 
notes and redeemed them with cash on April 11, 1951, before their maturity 
date. The cash used for redemption of the interim notes was derived princi- 
pally from the sale of $2.55 preferred stock. The issue of $2.55 preferred stock 
may be regarded, for all practical purposes, as a refinancing of the $3 pre- 
ferred stock provided for in the indenture under which the interim notes were 
originally issued. 

Of the amount of $1,338,830.50 to be eliminated from the plant accounts, we 
have found, as noted above, that $76,588.36 is properly transferable to Account 
151, Captital Stock Expense, leaving a balance of $1,262,242.14 to be otherwise 
disposed of. As of April 11, 1951, when the interim notes were redeemed for 
cash, any amounts remaining on the books, other than the $76,588.36 in Account 
151 and the amount of $156,658.00 properly includible in the plant accounts, rep- 
resented an unamortized expense applicable to a security issue retired. Under 
the requirements of the Uniform System of Accounts an unamortized balance of 
expenses pertaining to an issue of capital stock that has been retired should be 
written off immediately through charges to earned surplus. This is the re- 
quired accounting unless special permission for some other accounting treat- 
ment is obtained from the Commission. Under the circumstances of this case 
whereby substantial savings in annual dividend payments resulted from the 
issuance of $2.55 prefered stock in lieu of $3.00 preferred stock which was con- 
templated to be issued, we find that the company may reasonably be allowed to 
amortize the $1,262,242.14 over such period as the resulting savings in dividends 
will extingush the amount. The required period of savings at the rate of 
$238,500 per year is approximately 5.3 years from April 1951. The savings al- 
ready realized up to January 1, 1954 would amount to $655,875. Accordingly, 
this portion of expenses assigned to the preferred stock represented by dividend 
savings already realized should be disposed of immediately by a charge to Ac- 
count 271, Earned Surplus. The balance of $606,367.14 should be charged to 
Account 146, Other Deferred Debits, and amortized at the rate of $238,500 per 
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annum beginning with the year 1954 by charges to Account 537, Miscellaneous 
Amortization, until extinguished. 

With respect to the disputed amount of $620,323.64 associated with the sale 
of $143,000,000, face amount of first mortgage pipe line bonds, 354% series, due 
1968, it appears that as of December 9, 1948, when Transcontinental sold the 
bonds it paid to the purchasers of the bonds a fee of 1%, or total fees of $786,500 
for the period from November 15, 1948 to June 1, 1949. The proceeds from the 
sale of the bonds were drawn down at one time in June 1949. 

It further appears that Transcontinental paid to the purchasers of its 34% 
bonds in the face amount of $32,000,000 a fee of 1%, or $80,000 for the months 
of May, June and July 1950. The proceeds from the sale of these bonds were 
drawn down at one time on August 1, 1950. 

Transcontinental claims that the fees of $786,500 and $80,000 were similar to 
the fees allowed to be capitalized In the Matter of Michigan-Wisconsin Pipe 
Line Company (Michigan-Wisconsin), Opinion No. 275, issued July 30, 195, 
13 F. P. C. 326. 

There is no parallel between the facts in this matter and those in Opinion 
No. 275. In the Michigan-Wisconsin matter the commitment fees were paid 
for the right to draw down the bonds on a piecemeal basis when and as the 
funds were needed for construction purposes and to pay full interest only 
from the date of such drawings, whereas in the present matter, the bonds were 
in each instance, all drawn down at one time well in advance of the need of 
the full amount for construction purposes. Consequently, the fees paid by 
Transcontinental covered the cost of its obtaining assurance that the loans 
would be made at the stated rates of 354% and 314,% at future dates. Such 
costs are financing costs and are not payments for the accommodation of partial 
drawings. Such costs should be spread over the life of the securities. The 
portions applicable to the construction period are properly includible in plant. 

Accordingly, we find that, with respect to the commitment fees on the 3%% 
bonds and 314% bonds, Transcontinental shall be permitted to capitalize only 
the respective amounts of $166,176.36 and $5,326.86, which amounts represent 
the portion of the respective commitment fees applicable to the period of con- 
struction. The portions of such commitment fees applicable to the period sub- 
sequent to construction in the respective amounts of $620,323.64 and $74,673.14 
shall be charged to Account 131, Unamortized Debt Discount and Expense, and 
amortized over the life of the bonds. 

With respect to interest on commingled funds for the period from March 1, 
1951 to December 31, 1951, its appears that, as of March 1, 1951, there remained 
in Transcontinental’s Account 100.3, Construction Work in Progress, a balance 
of $18,718,877.39, all of which was financed with equity funds. Trancontinental 
capitalized interest on the amount of $18,718,877.39 as follows: 

Amount Annual rate 

of Interest 
$17, 525, 571. 01 7.75 
1, 193, 306. 38 6 


Total 18, 718, 877. 39 


It further appears that expenditures on completed construction were incurred 
during the period from March 1, 1951 to December 31, 1951, totaling $25,230,168, 
of which $15,627,202 had been financed with 21%4% to 314% short-term bank loans 
and $9,602,966 with equity funds generated from current earnings and additions 
to the depreciation reserve. Transcontinental has capitalized interest at the rate 
of 8% per annum on the total amount of $25,230,168. 
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We find that the amount of $457,281.11 is the proper amount of interest which 
should have been capitalized by Transcontinental for the period from March 
1, 1951 to December 31, 1951. Such amount allows to Transcontinental a rate 
of 6% per annum on the above described amounts of $18,718,877.39 and $9,602,966. 
In addition, the amount of $457,282.11 allows Transcontinental to capitalize its 
actual interest costs, including the cost of idle funds, associated with the short- 
term bank loans. The amount of $90,904.42, representing the difference between 
$548,185.53 and $457,281.11, shall be disposed of as hereinafter ordered. 

The Commission orders: 

(A) The amount of $3,696,052.52, representing portion of discount recorded 
on notes, be and the same is hereby eliminated from the plant accounts of 
Transcontinental by charge to Account 271, Earned Surplus. 

(B) The amount of $3,975,000 representing the portion of the premium on 
common stock recorded by Transcontinental which was offset by discount re- 
corded on the notes be and the same is hereby eliminated from Transcontinental’s 
Account 208, Premiums and Assessments on Capital Stock, by transfer to Ac- 
count 271, Earned Surplus. 

(C) The amount of $1,338,830.50 representing issuance costs improperly in- 
cluded in plant account be and the same is hereby eliminated from the plant 
accounts of Transcontinental by a charge of $76,588.36 to Account 151, Capital 
Stock Expense, $655,875.00 to Account 271, Earned Surplus, and $606,367.14 to 
Account 146, Other Deferred Debits. 

(D) The amount of $606,367.14 ordered herein to be charged to Account 146, 
Other Deferred Debits, be amortized by Transcontinental at the rate of $238,500 
per annum beginning with the year 1954 by charges to Account 537, Miscellaneous 
Amortization, until extinguished thereby, Provided, however, That such amortiza- 
tion may be accelerated by Transcontinental, at its option, over a shorter period 
of time or the unamortized balance may in whole or in part be disposed of by a 
charge to Account 271, Earned Surplus. 

(E) The amounts of $620,323.64 and $74,673.14 representing portion of com- 
mitment fees improperly included in Transcontinental’s plant account be and the 
same are hereby eliminated therefrom by a charge of $694,996.78 to Account 131, 
Unamortized Debt Discount and Expense. 

(F) The portions of the aforesaid amounts of $620,323.64 and $74,673.14 
applicable to the period subsequent to construction be amortized ratably over 
the then remaining life of the 354% and the 344,% bonds respectively by charges 
to Account 271, Earned Surplus, for the period prior to January 1, 1954, and 
to Account 531, Amortization of Debt Discount and Expense, for the period 
thereafter. 

(G) The amount of $90,904.42 recorded by Transcontinental as interest on 
commingled funds for the period from March 1, 1951, to December 31, 1951, 
be and the same is hereby eliminated from the plant accounts of Transcontinental 
by charge to Account 271, Earned Surplus. 

(H) The accrued depreciation recorded on Transcontinental’s books, relating 
to the amounts which are being eliminated hereby from plant accounts, be 
transferred from Account 250.1, Reserve for Depreciation of Gas Plant, by credit 
to Account 271, Earned Surplus. 

(I) The amount of $605,416.49 representing additional allowance of interest 
bearing construction at the rate of 6% per annum on funds derived from the 
Sale of the 530,000 units be and the same is hereby charged to the plant ac- 
counts of Transcontinental by concurrent credit to Account 271, Earned Surplus. 

(J) Within sixty days from the date of this order certified copies, in dupli- 
cate, of the entries giving effect to the disposition herein directed be submitted 
by Transcontinental. 
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Order accepting surrender of license (minor) 
Roscoe D. Cook and Susie M. Cook 
Project No. 735 
November 9, 1954 


Request was filed September 20, 1954, by Roscoe D. Cook and Susie M. Cook, 
licensees for minor Project No. 735, for surrender of their license for the proj- 
ect formerly located on Forni Creek in Eldorado County, California, and affect- 
ing lands of the United States within the Eldorado National Forest. The li- 
cense was issued without charge. 

The licensees have advised that the power plant has been dismantled and 
removed from the project, but that the pipeline, which is on National Forest 
lands, will be retained to supply water for domestic use under a Special Use 
Permit from the Forest Service. 

Several requests have been made for return of the license instrument, but 
to date it has not been returned. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for minor Project No. 735 is accepted, effective as of 
October 1, 1954. 


Order accepting surrender of license (minor) 
Newport Fisheries, Inc. 
Project No. 2001 


November 9, 1954 


Application was filed March 15, 1954, by Newport Fisheries, Inc., licensee for 
minor Project No. 2001, for surrender of the license for the project formerly 
located on Baranof Island, near the Town of Port Alexander, on New Port 
Walter Creek (a tributary of New Port Walter), in the First Judicial Division, 
Territory of Alaska, and affecting lands of the United States within the Tongass 
National Forest. 


The Chief, Forest Service, although unable to furnish the date of such, has 
reported favorably regarding restoration of the National Forest lands formerly 
occupied by the project. 

In letter dated April 2, 1954, the licensee advised that the project works were 
removed some years ago and that it is unable to locate the license instrument. 
A check covering annual charges under the license for the calendar year 1953 
with appropriate penalty for delinquency in payment was enclosed. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for minor Project No. 2001 is accepted, effective as of 
December 31, 1953. 
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Order granting intervention and applications for rehearing 


Puget Sound Power & Light Co. and Public Utility District No. 1 of Douglas 
County, Wash. 


Projects Nos. 2148 and 2149 
November 10, 1954* 


On October 15, 1954, Puget Sound Power & Light Company, of Seattle, Wash- 
ington (the Company), filed applications for rehearing of the two Commission 
orders issued September 22, 1954, 13 F. P. C. 1402, 1408: (1) issuing a pre- 
liminary permit to the Public Utility District No. 1 of Douglas County, Wash- 
ington (District), for proposed Project No. 2149; and (2) denying the 
Company’s application for preliminary permit for conflicting proposed Project 
No. 2148; and (3) denying its petition to intervene in the proceeding on the 
application for Project No. 2149. 

issentially, the applications for rehearing allege that the Commission com- 
mitted error in the adoption and issuance of its two orders for the reasons that: 
(a) the orders were adopted without affording the Company an opportunity to 
introduce testimony in support of the facts stated in its application for prelim- 
inary permit for Project No. 2148 or its petition to intervene or in opposition 
to the District’s application for permit; (b) the Commission did not “find” that 
the District’s plans for Project No. 2149 are as well adapted as the Company's 
plans for Project No. 2148 to conserve and utilize in the public interest the water 
resources of the region involved or that the District's plans can be so adapted 
within a reasonable time; (c) the District’s plans are not, in fact, as well 
adapted as the Company’s plans for such purposes and cannot be so adapted 
within a reasonable time; and, finally, (d) that the District’s application shows 
on its face that the District has neither the funds nor resources with which 
to finance the work required under a permit, whereas the Company’s appli- 
cation states that it has ample means to finance the work under the permit 
out of current funds. 

No hearing has been held upon either the District’s or the Company’s appli- 
cation for preliminary permit for the conflicting projects. 

The Commission finds: 

(1) Further consideration of the issues raised by the applications for re- 
hearing with respect to the Commission’s two orders issued September 22, 1954, 
granting preliminary permit for Project No. 2149 and denying the Company's 
application for permit for Project No. 2148 and petition to intervene in Project 
No. 2149 is in the public interest. 

(2) In view of the rehearing hereinafter granted, our order of September 
22, 1954, insofar as it denied the Company's petition to intervene in Project 
No. 2149, should be rescinded and the petition should be granted as hereinafter 
provided. 

(3) It is desirable to allow the Company to intervene in the proceeding on 
Project No. 2149 in order that the Company may establish the facts and law 
from which the nature and validity of its alleged rights and interests may be 
determined and show what further action may be appropriate under the cir- 
cumstances in the administration of the Federal Power Act. 


*Puget was allowed to withdraw its application for preliminary permit by order effective 
on March 9, 1956, 15 F. P. C. 663. 
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The Commission orders: 

(A) The order of September 22, 1954, insofar as it denied Puget Sound Power 
& Light Company’s petition to intervene in Project No. 2149, is rescinded. 

(B) Puget Sound Power & Light Company is permitted to become on inter- 
vener in the proceeding on Project No. 2149: Provided, however, That participa- 
tion by Puget Sound Power & Light Company shall be limited to matters affect- 
ing asserted rights and interests specifically set forth in the petition for leave 
in intervene; and Provided further, That the admission of the petitioner shall 
not be construed as recognition by the Commission that it might be aggrieved 
because of any order or orders by the Commission in these proceedings. 

(C) The applications for rehearing on the order of the Commission issued 
September 22, 1954, granting a preliminary permit for Project No. 2149, and on 
the order issued September 22, 1954, insofar as it denied the application for 
permit for Project No. 2148, are granted, such hearing to be confined to the issues 
raised by the Company’s applications for rehearing. The time and place for the 
rehearing shall be fixed by a further order of the Commission. 


Order further amending license (major) 
South Carolina Public Service Authority 
Project No. 199 
November 10, 1954 


Applications were filed March 20, 1950, and July 21, 1954, respectively, by 
South Carolina Public Service Authority, licensee for major Project No. 199, 
located on the Santee and Cooper Rivers, navigable waters of the United States, 
in Berkeley, Calhoun, Charleston, Clarendon, Dorchester, Florence, Georgetown, 
Horry, Marion, Orangeburg, Richland, Sumter, and Williamsburg Counties, 
South Carolina, and affecting lands of the United States within the Francis 
Marion National Forest for amendment of the license for the project as here- 
inafter specified which will not affect lands of the United States. 

The March 20, 1950, application seeks inclusion in the license of the con- 
structed Pinopolis-Charleston No. 2 110-kv transmission line. 

The July 21, 1954, application seeks inclusion in the license of the Conway- 
Kingstree 110-kv transmission line and the following additional constructed 
transmission facilities: (1) the Charleston Substation; (2) the St. George Sub- 
station; and (3) the Conway Substation; and to change the terminus of the 
Pinopolis-Bowman line from Bowman to St. George and to change its designa- 
tion to Pinopolis-St. George line. 

Applicant states that the changes are desirable in order to include all primary 
transmission facilities in the license. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) Public notice has been given as required by the Federal Power Act. 

(3) The above-described transmission facilities are part of the project within 
the meaning of Section 3 (11) of the Federal Power Act and should be included 
in the license for the project. 

(4) The following exhibits filed as part of the applications—showing and 
describing said changes and more fully describing facilities already in the li- 
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cense—conform to the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project : 

Exhibit J, Sheet 4 (FPC No. 199-144), superseding Exhibit J, Sheet 2 (FPC 
No. 199-63) , now part of the license for the project ; 

Exhibit K, Sheets 11 and 12 (FPC Nos. 199-75 and -—76), Sheets 9, 10, 21, 
superseding Exhibit L, Sheet 29 (FPC No. 199-74), now part of the license for 
the project, 22, and 81 (FPC Nos, 199-145 through —-149) ; 

Exhibit L, Sheets 30, 32, and 33 (FPC Nos. 199-150, -151, and -152), Sheets 
$4 through 38 (FPC Nos. 199-153 through -157), Sheets 39 and 40 (FPC Nos. 
199-158 and -159), and Sheets 42, 45, and 44 (FPC Nos. 199-161, -162, and 
-163) ; and 

Exhibit M, except for the description of the Russellville Substation therein, 
superseding Exhibit M filed December 15, 1944, and those parts of Exhibits M 
filed March 1, 1940, and September 30, 1949, insofar as they describe transmis- 
sion facilities ; 
and superseded Exhibit J, Sheet 2 (FPC No. 199-63), Exhibit L, Sheet 29 (FPC 
No. 199-74), Exhibit M filed December 15, 1944, and those parts of Exhibits M 
filed March 1, 1940, and September 30, 1949, insofar as they describe transmis- 
sion facilities, should be eliminated from the license. 

The Commission orders: 

(A) The above-described exhibits filed as part of the applications are ap- 
proved as part of the license for the project. 

(B) Exhibit J, Sheet 2 (FPC No. 199-63), Exhibit L, Sheet 29 (FPC No. 
199-74), Exhibit M filed December 15, 1944, and those parts of Exhibits M filed 
March 1, 1940, and September 30, 1949, insofar as they describe transmission 
facilities, are eliminated from the license for the project. 

(C) The license for Project No. 199—which was issued April 2, 1926, to Colum- 
bia Railway and Navigation Company, tranferred to South Carolina Public 
Service Authority as amended, and subsequently further amended—is hereby 
further amended, effective as of October 1, 1954, to provide for the inclusion 
therein of the transmission facilities described in the second and third para- 
graphs above; to change the terminus of the Pinopolis-Bowman line from Bow- 
man to St. George and to change its designation to Pinopolis-St. George line; 
to incorporate in the license certain exhibits showing and describing said 
changes and more fully describing facilities already in the license; and to elimi- 
nate from the license certain superseded exhibits; said amendment being: 

PARAGRAPH I. Article 2 of the license as amended is further amended by: 

(i) Including in the first paragraph thereof the following exhibit: 

Erhibit J: Sheet 4 (FPC No. 199-144) Map of Transmission Lines filed 
July 21, 1954; and excluding therefrom Exhibit J, Sheet 2 (FPC No. 199-63). 

(ii) Including in Paragraph A thereof the following exhibit: 

Erhibit K: Sheets 11 and 12 (FPC Nos. 199-75 and -76) Map of Pinopolis- 
Charleston No. 2 110-kv transmission line filed March 20, 1950; Sheet 9 (FPC 
No. 199-145) Map of Pinopolis-Charleston No. 1 110-kv transmission line filed 
July 21. 1954; Sheet 10 (FPC No. 199-146) Map of Pinopolis-St. George 110-kv 
transmission line filed July 21, 1954; Sheet 21 (FPC No. 199-147) Map of Pin- 
opolis-Spillway 33-kv transmission line filed July 21, 1954; Sheet 22 (FPC No. 
199-148) Map of Pinopolis 110-kv Switchyard filed July 21, 1954; Sheet 81 (FPC 
No. 199-149) Map of Conway-Kingstree 110-kv transmission line filed July 
21, 1954. 

(iii) Excluding from Paragraph B thereof Paragraphs (i) through (n) and 
inserting therein the following paragraphs: 
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(i) Pinopolis Switchyard, located near the powerhouse, including the 110-kv, 
33-kv, and 12-kv substation facilities located physically within the limits thereof; 

(j) Transmission Lines—(1) Pinopolis-Charleston No. 1 110-kv line; (2) 
Pinopolis-Charleston No. 2 110-kv line; (3) Pinopolis-Conway 110-kv line in- 
eluding the Georgetown 110-kv tap therefrom; (4) Pinopolis-St. George 110-ky 
line; (5) Conway-Kingstree 110-kv line; (6) Pinopolis-Spillway 33-kv line; and 
{7) Pinopolis-Spillway 12-kv line including the project telephone line located 
on the poles thereof ; 

(k) Substations—(1) Charleston 110-kv; (2) St. George 110-kv; (3) Conway 
110-kv ; (4) Georgetown 110-kv ; (5) Spillway 33-kv; 

(1) A powerhouse adjacent to the Santee Spillway containing a turbine 
directly connected to a 2400 kva generator and appurtenant equipment: 


including therein the following exhibits: 

Erhibit L: Sheets 30, 32, and 33 (FPC Nos. 150-151, and -152) Plans of 
Charleston 110-kv Substation filed July 21, 1954; Sheets 34 through 38 (FPC Nos. 
199-153 through -157) Plans of Pinopolis Switchyard and the 110-ky, 33-kv, 
and 12-kv substation facilities located therein, filed July 21, 1954; Sheets 39 
and 40 (FPC Nos. 199-158 and -159) Plans of St. George 110-kv substation filed 
July 21, 1954; Sheets 42, 43, and 44 (FPC Nos. 199-161, -162, and -163) Plans 
of Conway 110-kv Substation filed July 21, 1954; and 

Exhibit M: Ten typewritten sheets entitled “General Description of Trans- 
mission Equipment” except for the description of the Russellville Substation 
therein, filed July 21, 1954; 


and excluding therefrom Exhibit L, Sheet 29 (FPC No. 199-74), Exhibit M 
filed December 15, 1944, and those parts of Exhibits M filed March 1, 1940, and 
September 30, 1949, insofar as they describe transmission facilities. 

Paragraph II. This amendment in the manner set out above shall not operate 
to alter or amend the license in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Supplemental order authorizing issuance of first mortgage bonds 
Sierra Pacific Power Co. 
Docket No. E-6581 
November 10, 1954 


By order issued October 22, 1954, 13 F. P. C. 1465, in the above-entitled matter, 
the Commission authorized Sierra Pacific Power Company (Applicant), to issue 
and sell through competitive bidding $4,000,000, principal amount, of first mort- 
gage bonds, series due 1984, subject to the provisions, among others, as set 
forth in paragraph (B) of that order reading as follows: 

(B) The proposed issuance and sale of first mortgage bonds at competitive 
bidding shall not be consummated until: 
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(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Rules relating to compliance with 
competitive bidding requirements and Section 34.2 (k) (4) of the Rules, relating 
to affiliation, and shall have either filed such amendments or shall have mailed 
them and advised the Commission by telephone and telegram as contemplated by 
Section 34.9 of the Rules. 

(ii) The Commission shall have approved the price to be received by the Ap- 
plicant for the first mortgage bonds and the interest rate thereof, by a further 
order. 

Applicant on November 9, 1954, filed an amendment to its application in the 
above-entitled matter, setting forth, among other things, that it proposes to 
accept, as providing the lowest annual cost of money to it, the bid of Stone & 
Webster Securities Corporation to purchase the proposed issuance of $4,000,000, 
principal amount, of first mortgage bonds, series due 1984, for the price of $101.32 
with an interest rate of 334% per annum. 

The Commission finds: 

(1) The Applicant has satisfactorily complied with the aforementioned re- 
quirements of Paragraph (B) of the Commission’s order issued October 22, 1954, 
in the above-entitled matter, and under the bid it proposes to accept for the 
proposed issuance of first mortgage bonds the price to be received by the Appli- 
cant for the first mortgage bonds and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of first mortgage bonds as hereinafter 
authorized and approved will be for a lawful object within the corporate purposes 
of the Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by the Applicant of service as a 
public utility, and which will not impair its ability to perform that service, and 
is reasonably appropriate for such purposes. 

The Commission orders: 

(A) The price to be received by the Applicant for the first mortgage bonds and 
the interest rate thereof, all as described above, are approved as reasonable. 

(B) The proposed issuance and sale of first mortgage bonds referred to above, 
upon the terms and conditions and for the purposes specified in the application, 
as supplemented by the amendment referred to above, be and the same hereby are 
authorized, subject only to the provisions of Paragraphs (C), (D) and (FE) of 
the Commission’s order issued October 22, 1954, in this matter. 

Commissioners Draper and Digby not participating. 


Findings and order issuing certificate of public convenience and necessity 
Cities Service Gas Co. 
Docket No. G—-2457 
November 15, 1954 


Cities Service Gas Company (Applicant), a Delaware corporation with its 
principal place of business in Oklahoma City, Oklahoma, filed an application on 
June 9, 1954, for a certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act, authorizing the construction and operation of 
facilities subject to the jurisdiction of the Commission, and described as follows: 

Approximately 13 miles of 16-inch gas pipeline from a point of connection with 
Applicant's 20-inch gas pipeline in the NW quarter (NW) of Section 29, Town- 
ship 33 South, Range 21 East, thence in a northeasterly direction to the electric 
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generating plant of Kansas Gas and Electric Company in the NE quarter (NE) 
of Section 33, Township 31 South, Range 21 East, all in Labette County, Kansas. 

On August 4, 1954, the Commission issued an order granting leave to the 
National Coal Association, United Mine Workers of America, and Fuels Research 
Council, Inc. (Petitioners), to intervene in the proceedings at Docket No, 
G-2457. Petitioners contend that the natural gas proposed to be sold to Kansag 
Gas for use as boiler fuel in its Neosho Power Generating Station represents 
a potential displacement of substantial quantities of bituminous coal which 
would otherwise be used in said plant. Petitioners limited their participation 
in the hearing held in the proceedings to a statement of counsel. No evidence 
was presented. 

After due notice, pursuant to the Commission’s order issued August 13, 1954, 
a public hearing was held in Washington, D. C., on September 20, 1954, respecting 
the matters involved and the issues presented by the application. 

Applicant proposes to sell and deliver natural gas to Kansas Gas, for use in 
its new Neosho Power Plant in Labette County, Kansas, on an interruptible basis 
in accordance with the terms and provisions of a contract relating thereto and 
executed by the parties on April 30, 1954. Annual requirements of Kansas Gas 
are reflected as being 4,102,806 Mcf for 1955 ; 4,220,145 Mcf for 1956 ; and 4,784,584 
Mcf for 1957. The record shows that the proposed sales and deliveries will be 
economical to Applicant and Kansas Gas if only 75% of the estimated annual 
requirements were sold and delivered. On such basis, Kansas Gas shows a total 
savings by use of gas over coal in the amount of $175,493 for 1955; $176,974 for 
1956; and $183,344 for 1957. Upon the same basis, the record indicates that 
Applicant will realize from its sales to Kansas Gas net earnings of $61,437 for 
1955 ; $63,411 for 1956; and $72,828 for 1957. These earnings figures are based 
upon an average sales price of $0.1908 per Mcf to Kansas Gas. 

The estimated over-all capital cost of the facilities proposed by Applicant is 
$285,000, which will be paid for out of treasury funds of Applicant. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, owns and operates among other facilities, a natural- 
gas transmission pipeline system located in the States of Oklahoma, Texas, 
Kansas, Missouri, and Nebraska, and by such operations Applicant is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered on December 
28, 1943, Docket No. G—298, 4 FPC 471. 

(2) The facilities hereinbefore described, namely 13 miles of 16-inch pipeline, 
are proposed to be used for the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of 
Applicant’s existing pipeline system, and the construction and operation thereof 
by Applicant are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) The record shows that the gas supply available to Applicant is reasonably 
adequate to permit deliveries and sales of the estimated annual volumes of 
Kansas Gas requirements without adversely affecting service to Applicant's 
existing customers. 

(4) The public interest requires that the facilities hereinbefore described for 
the transportation of natural gas in interstate commerce to the Neosho plant of 
the Kansas Gas and Electric Company should not be utilized for the transporta- 
tion of more than 4,102,806 Mcf in 1955; 4,220,145 Mcf in 1956; and 4,784,584 Mcf 
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in 1957, and thereafter, unless the Commission shall otherwise order for good 
cause shown. 

(5) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(6) All counsel, including Staff Counsel, having concurred in the waiver of 
the intermediate decision procedure, pursuant to Section 1.30 (d) (5) of the Com- 
mission’s Rules of Practice and Procedure, the Commission should forthwith 
render the final decision in this proceeding. 

(7) The proposed construction and operation of the facilities described here- 
inabove and referred to in finding (2) by Applicant as limited by finding (4) are 
required by the public convenience and necessity. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules of 
Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate referred to in paragraph (7) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and said facilities placed in actual 
operation should be fixed at 4 months from the date on which this order issues. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of not more than the following stated volumes of natural 
gas: 4,102,806 Mcf in 1955; 4,220,145 Mcf in 1956; and 4,784,584 Mcf in 1957, and 


thereafter, until further order of the Commission, and upon the terms and condi- 
tions of this order. 


(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant, and the general terms and conditions set forth in para- 
graphs (1), (2), (8) (i), (3) (iii), (3) (iv), and (5) of Section 157.20 of the 
Commission’s Rules and Regulations, including the Rules of Practice and Pro- 
cedure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 4 
months from the date on which this order issues. 


Declaration of exemption 
Philadelphia Electric Co. 
Docket No. G-3588 
November 15, 1954 


Philadelphia Electric Company (Applicant) filed an application on September 
18, 1954, for exemption from the provisions of the Natural Gas Act, pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 
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(1) Applicant is a Pennsylvania corporation, engaged in the business of 
producing, storing, distributing, and selling gas in which straight natural gas 
is used as a manufacturing material, all in the State of Pennsylvania. 

(2) Applicant purchases interstate natural gas from Transcontinental Gas 
Pipe Line Corporation and Texas Eastern Transmission Corporation with de- 
liveries being made within the State of Pennsylvania. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Pennsylvania, and all of Applicant’s facilities are located within 
the said State. 

(4) The Pennsylvania Public Utility Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service, and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Philadelphia Electric Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules, and regulations of this Commission issued pur- 
suant thereto. 


Commissioners Draper and Digby not participating. 











Order approving proposed scttlement and requiring refunds 
Northern Natural Gas Co. 
Docket Nos. G—1382, G-1533, G-—1881 


November 16, 1954 


The proceedings at Docket No. G-1382 concern proposed increased rates and 
charges filed by Northern Natural Gas Company (Northern) on March 27, 1950, 
and proposed to be made effective as of April 27, 1960. By order issued April 
26, 1yov, the Commission provided for a hearing concerning the lawfulness of 
the proposed rate schedules and suspended the operation thereof until September 
27, 1950. Thereafter, upon appropriate motion of Northern, these proposed 
rates and charges became effective on September 27, 1950, subject to the refund 
of any amounts thereof subsequently ordered by the Commission. 

The proceedings at Docket No. G—1533 involve other proposed increased rates 
and charges filed by Northern on October 27, 1950, and proposed to be made 
effective as of November 27, 1950. By order issued November 13, 1950, the 
Commission also provided for a hearing concerning the lawfulness of these 
proposed rate schedules and suspended the operation thereof until April 27, 
1951. Upon appropriate motion of Northern, the proposed rate schedules as 
filed on October 27, 1950, became effective on April 27, 1951, subject to the refund 
of any amounts thereof subsequently ordered by the Commission. 

The proceedings at Docket No. G—1881 concern a third group of proposed 
increased rates and charges filed by Northern on December 26, 1951, and pro- 
posed to be made effective in part on January 27, 1952, and in part on February 
27, 1952. By order issued January 25, 1952, the Commission also provided for 
a hearing concerning the lawfulness of these proposed rate schedules and 
suspended the operation thereof for a period of five months beyond the respec- 
tive proposed effective dates. Thereafter, upon proper motion of Northern, 
these schedules became effective in part on June 27, 1952, and in part on July 
27, 1952, subject to the refund of any amounts thereof subsequently ordered 
by the Commission. 
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After due hearing, the Commission on June 11, 1952, issued its Opinion 
No. 228 and accompanying order, 11 F. P. C. 123, whereby it rejected as unjust 
and unreasonable the proposed increased rates and charges which were the 
subject of the proceedings at Docket Nos. G-1382 and G-1533. In lieu thereof, 
the Commission thereby found other rates to be just, reasonable, non-discrimina- 
tory, and non-preferential and ordered that these prescribed rates be made 
effective as of June 11, 1952, and thereafter observed and in force. 

In said Opinion No. 228, the Commission stated (11 F. P. C. at 147): 

As previously mentioned, the first increase in Northern's rates (Docket 
No. G-1382) became effective under bond on September 27, 1950. The 
second increase (Docket No. G-1533) became effective April 27, 1951, and 
Northern has collected such increased rates under bond to the effective 
date of the rate herein prescribed. Thus we must deal with two periods 
during each of which different rates were in effect under bond. 

We have carefully examined the record in these proceedings to ascertain 
whether it is feasible to determine therefrom the appropriate disposition 
of the revenues collected under bond during the two above mentioned 
periods. It is our conclusion that such disposition cannot be properly 
accomplished based upon the data now of record. The record does not 
contain actual operating experience subsequent to April 1951, which was 
more than one year ago. Additionally, the record discloses that certain 
items of revenues and expenses included in our cost of service study for 
the test period were not actually experienced during a part of such period 
and that it is impossible from the record to make appropriate adjustments 
therefor. 

For these reasons we deem it necessary to reserve the determination 
of the disposition of the revenues collected under bond, subject to further 
order of the Commission. 

And the order accompanying Opinion No. 228 provided that: 

The disposition of the amounts collected under bonds be, and the same 
is, hereby reserved for determination subject to further order of the 
Commission. 

After due hearing, the Commission on July 30, 1952, issued its Opinion No. 
233 and accompanying order in the proceedings at Docket No. G-—1881, 11 
F. P. C. 278. By said Opinion and order the Commission, upon motion of 
Commission Staff Counsel, dismissed in part the increaSed rates proposed in 
the filings of December 26, 1951, and Northern was required thereby to file 
other rate schedules to exclude the portions of the increased rates disallowed 
by said Opinion No. 233 and order. The reduced rate schedules filed pursuant 
to this Opinion and order were made effective as of June 27, 1952, subject 
to the refund of any amounts thereof subsequently ordered by the Commission. 
The said Opinion No. 233 and order did not represent final disposition of the 
proceedings at Docket No. G—1881, but rather only final action upon certain 
of the issues presented by Northern’s filings of December 26, 1951. The pro- 
ceeding remained open for further hearing and further order of the Commission. 

Thereafter, upon review pursuant to petitions of Northern and the State 
Corporation Commission of Kansas, an intervener in the proceedings before 
the Commission, the United States Court of Appeals for the Eighth Circuit 
affirmed the Commission’s Opinion No. 228 and accompanying order in all 
respects except as to rate of return. On the latter issue only the Court reversed 
and remanded the case to the Commission for further proceedings consistent 
with the Opinion. The Court affirmed the Commission’s Opinion No. 233 and 
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accompanying order in all respects. Northern Natural Gas Company v. Federal 
Power Commission, 206 F. 2d 690; certiorari denied, 346 U. S. 922. 

By order issued October 8, 1954, as amended by order issued October 15, 
1954, the Commission reopened these proceedings for the purpose of determin- 
ing (a) the portion of the increased rates and charges collected during the 
period commencing September 27, 1950, and continuing through June 26, 1952, 
that should be refunded, and (b) the disposition to be made of such refundable 
collections. Said order also provided that the proceedings at Docket No. G-1881 
be reopened for the limited purpose of receiving evidence to show whether 
the increased rates and charges set forth in the rate schedules filed pursuant 
to the aforesaid Opinion No. 233 and accompanying order, which are designated 
as Third Revised Sheet No. 5 and First Revised Sheet No. 12 (a) of Northern's 
FPC Gas Tariff, First Revised Volume No. 2, and effective as of June 27, 1952, 
are justified for the period June 27, 1952, through December 26, 1953, or 
whether a portion thereof should be found not justified and ordered to be 
refunded. 

Pursuant to said amended order, the reopened proceedings were convened 
on October 25, 1954. Immediately upon such convening, pursuant to motion 
of Staff Counsel, and with concurrence of all parties to the proceedings, the 
hearing was recessed from time to time to permit the parties, including the 
Staff, to confer respecting the possibility of agreement on or simplification of 
the issues in the proceeding. On October 27, 1954, final agreement was reached 
by all parties, including the Staff, to the proceedings respecting the matters and 
issues related to these proceedings. This agreement is reflected in a statement 
of proposed settlement, which has been submitted to the Commission. 

For the purpose of settling all of the issues involved in these proceedings 
the parties in conference agreed that: 

(a) Northern’s total overall cost of service during the period commencing 
September 27, 1950, and continuing through June 26, 1952, for both jurisdictional 
and non-jurisdictional operations, including a return at the rate of 5% percent 
per year, was as follows: 


For the period commencing September 27, 1950, and ending Decem- 

WO Gh, Tite hh. 8a ir tn onde dhe tebehawbebausiunwicn $8, 058, 924 
For the period commencing January 1, 1951, and ending December 

Og A nial cca chads ba cpl acdlleccababcramds at ablaias Nia ables acts 39, 124, 076 
For the period commencing January 1, 1952, and ending June 30, 

ikea tcc cp data entities hed adc at es 24, 386, 359 


(b) The rates and charges collected by Northern for jurisdictional sales dur- 
ing the period commencing September 27, 1950, and continuing through June 26, 
1952, exceeded the portion of its cost of service allocable to jurisdictional opera- 
tions during this period by a total amount of $3,089,778, and that this is the 
amount which should be refunded by Northern, together with interest at the 
rate of 6 percent per year. 

(ec) Northern’s total overall cost of service during the period commencing June 
27, 1952, and continuing through December 26, 1953, for both jurisdictional and 


non-jurisdictional operations, including a return at the rate of 514 per cent, was 
as follows: 


For the period commencing July 1, 1952, and continuing through De- 
ON a a i $24, 821, 114 


For the period commencing January 1, 1953, and continuing through 
ee: eee te ey meee Cn 58, 523, 947 
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(d) The rates and charges prescribed by the aforesaid order accompanying 
the Commission's Opinion No. 233 and collected for jurisdictional sales during 
the period commencing June 26, 1952, and continuing through December 26, 
1953, exceeded the portion of the cost of service referred to in paragraph (c) 
above allocable to jurisdictional operations during this period by an amount of 
$470,285; and that, since the collections by Northern during this period for 
jurisdictional sales accrued to it a return slightly higher than 5% percent, 
Northern should be permitted to keep such collections and that no portion thereof 
should be refunded. 

(e) $2,824,105 of the total amount of $3,089,778 referred to in paragraph (b) 
above should be refunded to the customers of Northern named on Appendix A 
hereof, with interest, and that Northern, as the successor in interest of Peoples 
Natural Gas Company, is entitled to retain for its own use the remaining amount 
of $265,673. 

(f) The share of each such customer of such total of $2,824,105 is that set 
forth on said Appendix A, and that each such individual share should be re- 
funded by Northern with interest. 

(g) The interest to be paid by Northern with the refund due each customer 
hereunder should be computed at the rate of 6 percent per year and upon the 
following assumptions: 

(i) That the total amounts shown for each of the three periods shown on 
Appendix A hereof have been paid in equal monthly amounts for the number 
of months in each period ; and 

(ii) That the amount so determined to be payable for sales during each 
month was paid to Northern on the twentieth day of the following calendar 
month; and 

(iii) That interest shall commence to run on each such assumed monthly 
payment from the twentieth day of such calendar month in which the payment 
is assumed to have been received ; and 

(iv) That all interest payable by Northern pursuant to this settlement should 
terminate on the date of issuance by the Commission of its order approving 
the settlement: Provided, That Northern shall have made such refunds within 
15 days from the date of issuance of such order. 

The Commission finds: 

(1) The proposed settlement of these proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropri- 
ate and in the public interest in carrying out the provisions of the Natural Gas 
Act and should be approved and made effective as hereinafter provided and 
ordered. 

(2) Upon the fulfillment by Northern of the requirements and conditions of 
this order, the proceedings at Docket Nos. G-1382, G—1533, and G—1881 will be 
considered closed. 

The Commission orders: 

(A) Northern Natural Gas Company, within 15 days from the date of issuance 
of this order, shall refund to its customers named on Appendix A hereof a total 
of $2,824,105, together with interest at the rate of six percent (6%) per year; 
and Northern shall bear all costs incidental to the making of such refunds. 

(B) The portion of said total amount of $2,824,105 to be refunded to each 
such customer shall be as set forth on Appendix A hereof, and interest thereon 
shall be computed in the manner specified in paragraph (g) hereinbefore and 
paid to each customer. 
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(C) Within 30 days from the date of issuance of this order, Northern shall 
report to the Commission in writing and under oath the amount refunded to each 
customer, and the interest thereon, together with copies of releases from its 
eustomers with respect to such refunds. 

(D) Upon fulfillment by Northern of the requirements and conditions of this 
order, these proceedings shall be considered closed. 
Commissioners Draper and Digby not participating. 













APPENDIX A 
NORTHERN NATURAL Gas COMPANY 


DOCKET NOS. G-1382, G-1533 & G-1881 





Proposed refunds pursuant to settlement agreement 














| Sept. 27, 1950-June 26, 1952 | Proposed refunds ! 
Nonassociated utilities fs tate Tae ay l 7 ee 
| Billing | Sept. | | Jan. 1- 
| demand | Total sales | Over-run | 27-Dec.| Calendar; June | Total 
(opinion volume volume | 31, 1950| year 1951 | 26, 1952 | 






No. 228) 





} 
| 
| 
| 
| 
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Board of Water, Electric Light, 











































Gas & Power (Austin) 157, 769 3, 807, 152 7,622) $8,735 $27,876) $4,757 $41, 368 
Central Electric & Gas Co 1, 498, 591 , 765) 1,654,319) 86, 645 252,438) 34, 681 373, 764 
Central Natural Gas Co 68, 110 2, 561 2, 514 3, 215 9, 878 1, 894 14, 987 
Council Bluffs Gas Co 340, 536 , 511 75 15, 519 33, 140 5, 438 54. 097 
Elkhorn Valley Gas Co 16, 018 j, 226 144 712 1, 836 602 3, 150 
Interstate Power Co 104, 081 , 709) 1, 582, 190 8, 748 27, 986 4, 670 41, 404 
Iowa Electric Co. | 38, 717 , 887 20, 472 2, 109 7, 483 1, 283 10, 875 
Iowa Electric Light & Power | 

Co we 348, 858 8, 825, 588 18, 006 65,444 9. 901 93, 351 
Iowa-Illinois Gas & Electric Co 327, 966; 10,301, 602 3 451 60, 092 5, 183 83, 726 
Iowa Power & Light Co-__- 871,187) 30, 440, 216 , 530 209, 486 24, 460 284. 476 
Iowa Public Service Co 741,021, 20, 239, 911 420 137,045) 20, 483 
Kansas Power & Light Co 130, 534 1, 760, 047 , 739 13, 574 5, 421 
Metropolitan Utilities District 761,662) 26,230,408! 3, 719 147,629 24,709 213, 057 
Minneapolis Gas Co 2, 702,083) 69,811, 187 569 490,920' 90,017 730, 506 
Minnesota Natural Gas Co 79, 163 1, 906, 613 473 13, 167 2, 071 19, 711 
Minnesota Valley Natural Gas | 

ar 428,020) 11,772, 290 336, 501, 26,039 84,247 14,018 124, 304 
Municipal Public Utilities 

(Owatonna) eammate 89, 436 2, 604, 216 169, 828 5, 098 17, 856 3, 269 26, 223 
Nebraska Natural Gas Co 106, 884 3, 236, 988 277, 512 6, 293 21, 129 3, 767 31, 189 
Northern States Power Co 1, 084, 649) 31, 932, 027 991,969) 46, 683 205, 664) 22,793 275, 140 
Northwestern Light & Power 

Co a 42, 468 750, 646 2, 773 1, 818 5, 893 1, 065 8, 776 
Pender, Village of oe. 10, 374 198, 049 4,814 528 1, 207 227 1, 962 
Peoples Gas & Electric Co 307, 040 12, 825,064) 3,727,599) 22,208 97,016 10, 671 129, 895 
Perry Gas Co find 39, 137 725, 727 10, 911 2, 107 4, 551 827 7, 485 
Ponca, City of 3, 245 48, 572)... into 301 434 735 
Public Utilities Commission 

(New Ulm) 47, 643 1, 604, 797 242, 433 2, 902 9, 260 1, 295 13, 457 
Western States Utilities 88, 671 1, 650, 665 4,077 4, 696 10, 771 2, 318 17, 785 

Total nonassociated utili- 
ties 10, 433, 863! 290, 236,424 19,692,239 571,962) 1,955,889 296,254 2,824, 105 
Associated utilities Peoples 
Natural Gas Co___- 1,080,906) 27,778,406 1,356,797 59, 960 176, 566, 29, 147 265, 673 
Total all sales 11, 514, 769, 318,014,830, 21,049,036 631,922 2,132,455 325,401 3, 089, 77 
Unit costs 
Demand : panne scbdeantendl Maia 1.31 1. 56 1. 67 
Commodity (cents iaectaiined 12.79 14. 24 15. 57|.... 
Over-run (cents) 15, 24 16. 57). 











! Exclusive of interest 
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Order directing physical connection of facilities and sale of natural gas 
The Pueblo Gas and Fuel Co. 
Docket No. G-2713 
November 16, 1954 


Pueblo Gas and Fuel Company (Applicant), having its principal place of busi- 
ness in Pueblo, Colorado, filed on September 9, 1954, an application pursuant to 
Section 7 (a) of the Natural Gas Act for an order directing Colorado Interstate 
Gas Company (Colorado) to establish physical connection of its transmission 
facilities near Pueblo, Colorado, with proposed facilities of Applicant and to de- 
liver and sell natural gas to Applicant for resale as hereinafter described. 

Applicant proposes to construct a distribution system in the Wherry Housing 
Project adjacent to the Pueblo Ordnance Depot, and a lateral from Colorado’s 
main line to the distribution system. Applicant also proposes to serve the 
Ordnance Depot. 

Applicant requests that Colorado be directed to install a meter station and 
deliver gas to Applicant. Applicant estimates peak day requirements for the 
housing project in the third year of operation to be 159 Mef, and its annual 
requirements to be 15,218 Mcf. The estimated peak day requirements for the 
Ordnance Depot is 1,989 Mcf and annual requirement of 295,691 Mcf in the 
third year. 

The Public Utilities Commission has certified that the rates, service and fa- 
cilities proposed by Applicant are subject to its regulatory jurisdiction, and that 
it is exercising such jurisdiction. 

Colorado states that it has no objections to the application and is prepared to 
install the facilities and furnish the service upon direction of the Commission. 
Delivery and sale of the volumes of the natural gas requested by Applicant would 
not adversely affect Colorado’s gas supply to existing customers, and its existing 
facilities, other than the physical interconnections indicated, could adequately 
render the service requested. 

Due notice of the filing of the application, including publication in the Federal 
Register at 19 FR 6958, has been given. No protest or petition to intervene or 
request for hearing in this proceeding has been filed. 

The Commission finds: 

(1) Applicant is engaged in the local distribution of natural gas to the public. 

(2) Colorado is a “natural-gas company” within the meaning of the Natural 
Gas Act and subject to the jurisdiction of the Commission as heretofore found. 

(3) It is necessary and desirable in the public interest to direct Colorado to 
establish physical interconnections of its transportation facilities with the pro- 
posed facilities of and deliver and sell natural gas to Applicant for service at 
Pueblo Ordnance Depot, Colorado. 

(4) The service requested herein by Applicant will not place an undue burden 
on Colorado nor will it impair its ability to render adequate service to its existing 
customers. 

The Commission orders: 

(A) Colorado be and is hereby directed to construct necessary interconnections 
of its transportation facilities with the proposed facilities of Applicant and de- 
liver and sell natural gas to Applicant for service at Pueblo Ordnance Depot, 
Colorado, under an appropriate rate schedule, Provided, however, that if the 
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Applicant shall not have constructed, by November 1, 1955, the necessary distri- 
bution facilities necessary to enable it to accept delivery from Colorado as herein 
directed, then Colorado shall be relieved of the duty to render the service herein 
ordered. 

(B) Colorado shall report to the Commission, in writing and under oath, the 
date of commencement of the service directed in paragraph (A) above. 
Commissioners Draper and Digby not participating. 


Notice of proposed rule making 





Consideration of Principles and Methods to be Applied in the Fixing of Rates to 
be Charged by Independent Producers for Natural Gas Sold in Interstate 
Commerce for Resale 


Docket No. R-142 
(18 CFR, Part 154) 


November 17, 1954 





1. Notice is hereby given that the Federal Power Commission has under con- 
sideration principles and methods to be applied in the fixing of rates to be 
charged by independent producers of natural gas sold in interstate commerce 
for resale, or transported in interstate commerce. 

2. Necessary to a determination of the rates permitted by the Natural Gas Act 
to be made, demanded or received by a natural-gas company is the choice of 
methods to be used in determining the just and reasonable rate for any particular 
sale. The Commission, recognizing the basic differences between the operations 
of a producer and those of a pipe-line company, is desirous of securing any infor- 
mation, suggestions or proposals bearing upon the possible effect the several 
approaches might have upon the public interests towards which the Natural 
Gas Act is directed. 

3. The Commission, therefore, is inviting the submission of suggestions as 
to the principles and methods to be applied by it in its regulation of the rates 
to be charged by independent producers for the transportation or sale of natural 
gas subject to the jurisdiction of the Commission. It does not desire and will 
not consider in this connection any further argument on matters of jurisdiction, 
since for this purpose it assumes that the question of jurisdiction is not involved. 
The Commission requests that there be no reargument of the legal questions 
decided by the United States Supreme Court on June 7, 1954 in Phillips Petroleum 
Company v. Wisconsin et al., 347 U. S. 672. 

4. This is a matter of national importance and the Commission invites mem- 
bers of the industry, producers, gatherers, interstate pipe-line companies, dis- 
tributors, consumers, groups and associations representative thereof, State 
commissions, municipalities, and any other interested persons to submit informa- 
tion, data, views, comments or suggestions in writing concerning the problem. 
Submittals should be addressed to the Secretary, Federal Power Commission, 
Washington 25, D. C., for receipt not later than January 11, 1955. An original 
and nine copies of submittals should be filed. 

5. Oral argument on these matters will be held before the Commission on 
December 15, 1954, at 10:00 a. m. (EST), in the Commission’s Hearing Room, 
441 G Street, N. W., Washington, D.C. Any person desiring to participate in the 
oral argument shall notify the Secretary of the Commission on or before Decem- 
ber 3, 1954 of such intention and of the amount of time desired for presentation 
of argument. 
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Findings and order issuing certificate of public convenience and necessity 
El Paso Natural Gas Co. 
Docket No. G—2545 
November 17, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business in El Paso, Texas, filed an application on August 16, 
1954, which was supplemented on August 25, for a certificate of public conven- 
jence and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing 
the construction and operation of facilities for the transportation and sale of 
natural gas as hereinafter described and as more fully described in the applica- 
tion on file with the Commission for public inspection. 

Applicant proposes to construct and operate approximately 13.1 miles of 8%- 
inch pipeline in Ector County, Texas, extending from the Headlee Processing 
Plant to a point of connection with Applicant’s existing 12%-inch Loop Snyder 
Line, together with metering facilities at the outlet side of the Headlee Process- 
ing Plant. The proposed facilities, in conjunction with Applicant’s existing 
facilities, will be operated to make residue gas from the Headlee Processing 
Plant available to markets and resale customers served by Applicant’s trans- 
mission line system. The estimated cost of the proposed facilities is $217,452 
and their financing is to be out of Applicant’s available treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 17, 1954, respecting the matters involved and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944, order in Docket No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale of natural gas as therein set 
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forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (8) (i), (8) (iii), (3) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including the Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G-2886 
November 19, 1954 


United Gas Pipe Line Company (Applicant), a Delaware corporation with its 
principal office in Shreveport, Louisiana, on September 21 and October 21, 1954, 
filed an application and a supplement thereto, respectively, for a certificate of 
public convenience and necessity pursuant to Section 7 of the Natural Gas Act, 
authorizing the. construction and operation of necessary tap and metering 
facilities on its 8-inch Jackson-Hattiesburg natural-gas transmission pipeline at 
a point near Braxton, Simpson County, Mississippi, for the transportation and 
sale of natural gas subject to the jurisdiction of the Commission, all as described 
in the application and supplement thereto on file with the Commission and open 
to public inspection. 

The proposed facilities will enable Applicant to deliver and sell natural gas 
to Willmut Gas and Oil Company for resale within, and in rural areas adjacent, 
to the Town of Braxton. The record shows that Applicant can finance the pro- 
posed construction out of current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 9, 1954, respecting the matters involved and the issues presented by 
the application, as supplemented. No protest to the application has been 
received. 

The Commission finds: 

(1) Applicant, a Delaware corporation with its principal office at Shreveport, 
Louisiana, owns and operates a natural-gas transmission pipeline system located 
in the States of Texas, Louisiana, Mississippi, Alabama, and Florida. By 
means of such operations Applicant is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consump- 
tion, subject to the jurisdiction of the Commission, and is, therefore, a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of November 10, 1942, in Docket No. G—232, 3 
FPC 863. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale for resale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
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subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public conyenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), (3) (iv) and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 

57.20) should attach to the issuance of the certificate as hereinafter ordered 
and to the exercise of the rights granted thereunder. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

































(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion, as supplemented, in this proceeding, for the transportation and sale for 
resale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, under oath, by a responsible 
official of the Applicant and the general terms and conditions set forth in para- 
graphs (1), (2), (3) (iii), (3) (iv) and (5) of Section 157.20 of the Commission’s 
Rules and Regulations, including the Rules of Practice and Procedure, shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of the 
aforesaid Section 157.20 of the Commission’s Rules and Regulations is hereby 
fixed at 60 days from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
to Willmut Gas and Oil Company under Applicant’s presently effective Rate 
Schedule G-J of its FPC Gas Tariff, Original Volume No. 1, as proposed, or any 
effective superseding rate schedule to such tariff. 


Order vacating termination of proceedings and continuing investigation 
Phillips Petroleum Co. 
Docket No. G—1148 






November 22, 1954 













The Commission in its opinion issued August 22, 1951,> found, among other 
things, that Phillips Petroleum Company (Phillips) is not a natural-gas com- 
pany within the meaning of Sections 1 (b) or (2) (6) of the Natural Gas Act, 
and by order accompanying that opinion the Commission terminated the pro- 





1In the Matter of Phillips Petroleum Company, Docket No. G-1148, Opinion No. 217 and 
accompanying order, 10 F. P. C. 246, 283. 
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ceeding initiated by its order issued October 29, 1948, in this docket, instituting 
an investigation to determine whether Phillips is a natural-gas company and, 
if so, whether in connection with any transportation or sale of natural gas, 
subject to the jurisdiction of the Commission, any rates, charges, or classifica- 
tions demanded, observed, charged or collected, or any rules, regulations, prac- 
tices or contracts affecting such rates, charges or classifications are unjust, 
unreasonable, unduly discriminatory, or preferential. 

The United States Court of Appeals for the District of Columbia Circuit 
handed down its opinion * reversing the Commission and determined that Phillips 
is a natural-gas company and that the “Commission should fix the rates” for 
Phillips’ sales of natural gas for resale in interstate commerce. On June 7, 
1954, the United States Supreme Court affirmed the opinion of the Court of 
Appeals.’ 

The judgment and decree of the Court of Appeals remanded the matter to the 
Commission for further proceedings in conformity with that Court’s opinion. 

The Commission finds: 

It is necessary and proper in the public interest, to aid in the enforcement of the 
Natural Gas Act, and in compliance with the mandate of the Court of Appeals, 
that our termination of the proceedings in this docket be vacated and that the 
investigation initiated by our order issued October 29, 1948, with respect to 
Phillips’ rates and charges be continued. 

The Commission orders: 

(A) The termination of the proceedings in this docket directed by our order 
issued August 22, 1951, be and the same hereby is vacated. 

(B) The investigation of Phillips Petroleum Company instituted by our 
order issued October 29, 1948, be and the same hereby is reinstituted and con- 
tinued for the purpose of enabling the Commission to determine whether in 
connection with any transportation or sale of natural gas, subject to the juris- 
diction of the Commission, any rates, charges, or classifications demanded, ob- 
served, charged or collected by Phillips, or any rules, regulations, practices 
or contracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory, or preferential. 

(C) If the Commission shall find, after hearing, that any of Phillips’ rates, 
charges, classifications, rules, regulations, practices, or contracts, subject to 
the jurisdiction of the Commission, are unjust, unreasonable, unduly discrimi- 
natory or preferential, it shall determine and fix, by order or orders, just and 
reasonable, nondiscriminatory and nonpreferential rates, charges, classifications, 
rules, regulations or contracts to be thereafter observed and in force. 


Order directing extension and physical connection of facilities and sale of 
natural gas 


Public Service Company of Colorado 
Docket No. G-—2478 
November 22, 1954 
Public Service Company of Colorado (Applicant), having its principal place 
of business in Denver, Colorado, filed on July 6, 1954, an application pursuant 


to Section 7 (a) of the Natural Gas Act for an order directing Colorado Inter- 
state Gas Company (Colorado) to establish physical connection of its trans- 


2 State of Wisconsin v. F. P. C.,92 U. 8. App. D. C. 284, 205 F. 2d 706. 
3 Phillips Petroleum Co. v. Wisconsin, et al., 347 U. S. 672. 
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mission facilities at Parker, Colorado, with proposed facilities of Applicant and 
to deliver and sell natural gas to Applicant for resale. 

Applicant requests that Colorado be directed to construct a lateral from its 
20-inch main line to the town border of Parker, Colorado, a distance of approxi- 
mately 1,000 feet and to install a meter station at the end of such lateral. Appli- 
eant estimates its peak requirements in the third year of operation to be 75 
Mcf, and its annual requirements to be 8,550 Mcf. 

Colorado states that it has no objections to the application, and is prepared 
to install the facilities and furnish the requested service upon direction of the 
Commission. Delivery and sale of the volumes of natural gas requested by 
Applicant would not adversely affect Colorado’s gas supply to existing customers, 
and its existing faciities, other than the physical interconnection indicated, could 
adequately render the service requested. 

Due notice of the filing of the application, including publication in the Federal 
Register on August 3, 1954 (19 FR 4867), has been given. No protest or petition 
to intervene or request for hearing in this proceeding has been filed. 

The Commission finds: 

(1) Applicant is engaged in the local distribution of natural gas to the public. 

(2) Colorado is a “natural-gas company” within the meaning of the Natural 
Gas Act and subject to the jurisdiction of the Commission as heretofore found. 

(3) It is necessary and desirable in the public interest to direct Colorado to 
extend its facilities and establish physical interconnections of its transportation 
facilities with the proposed facilities of and deliver and sell natural gas to 
Applicant for service at Parker, Colorado. 

(4) The service requested herein by Applicant will not place an undue burden 
on Colorado nor will it impair its ability to render adequate service to its existing 
customers. 

The Commission orders: 

(A) Colorado is hereby directed to construct necessary extension and inter- 
connection of its transportation facilities with the proposed facilities of Appli- 
cant, and deliver and sell natural gas to Applicant for service in Parker, Colorado, 
under its appropriate rate schedule on file with the Commission, Provided, how- 
ever, That if the Applicant shall not have constructed, by November 1, 1955, 
the necessary distribution facilities necessary to enable it to accept delivery 
from Colorado as herein directed, then Colorado shall be relieved of the duty 
to render the service herein ordered. 

(B) Colorado shall report to the Commission, in writing and under oath, the 
date of commencement of the service directed in paragraph (A) above. 


Findings and order issuing certificate of public convenience and necessity 


Texas Eastern Transmission Corp.; Texas Eastern Transmission Corp. 
and Transcontinental Gas Pipe Line Corp. 


Docket Nos. G—2481, G—2482 


November 22, 1954 


On July 6, 1954, Texas Eastern Transmission Corporation (Texas Eastern) 
filed an application in Docket No. G—2481 pursuant to Section 7 of the Natural 
Gas Act, for authority to sell and deliver to certain of its present firm gas 
customers, for a period of one year beginning November 1, 1954, additional firm 
gas under its DCQ Rate Schedules, and, for the period November 1, 1954, through 
March 31, 1955, gas available under its WPS Rate Schedule. On August 25, 1954, 

468918—61——_99 
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Texas Eastern filed its first supplement to the application in Docket No. G-2481 
reiterating the prayer of its original application. 

On July 7, 1954, Texas Eastern and Transcontinental Gas Pipe Line Corpora- 
tion (Transcontinental) filed a joint application, pursuant to Section 7 of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
Texas Eastern to sell natural gas to Elizabethtown Consolidated Gas Company 
(Elizabethtown) for the period November 1, 1954, through March 31, 1955 under 
Texas Eastern’s WPS Rate Schedule. Pursuant to the application, Transcon- 
tinental would receive from Texas Eastern such quantities of gas as Elizabeth- 
town may request and Texas Eastern may deliver and Transcontinental would 
redeliver simultaneously to Elizabethtown equivalent volumes for the account 
of Texas Eastern. 

In Docket No. G—2481, leave to intervene was granted jointly to National Coal 
Association, United Mine Workers of America, Fuels Research Council, Inc. and 
Anthracite Institute, as well as to two customer companies of Texas Eastern— 
Public Service Electric and Gas Company and Philadelphia Electric Company. 

By Commission order issued September 20, 1954, the above-entitled proceedings 
were consolidated for purposes of hearing and decision. Pursuant to said order 
and upon due notice, a public hearing was held in Washington, D. C., on October 
12, 1954, respecting the matters involved and the issues presented by the 
application. 

The record shows that Texas Eastern has obtained letters of intent from each 
of the customer companies proposed to be served herein, evidencing their intent, 
subject to Commission approval, to contract for the quantities of gas and under 
the rate schedules as set forth in the applications as follows: 


Short-term firm service under DCQ rate schedules (Nov. 1, 1954, through Oct. 31, 1956) 








| 


Maximum | Annual 
daily contract 
Company quantity quantity 
(Mef at 14.73 | (Mef at 14.73 
psia) psia) 


National Gas & Oil Corp 1, 530 558, 465 


Public Service Electric & Gas Co 20, 401 | 7, 446, 198 


21, 931 | 8, 004, 663 


Winter peaking service under WPS rate schedule (Nov. 1, 1954, through Mar. 31, 
1955) 


Maximum Winter 
daily peaking 
Company quantity | quantity 
(Mef at 14.73 | (Mef at 14.73 
psia) | psia) 


Arkansas- Missouri Power Co 
Associated Natural Gas Co 

City Gas Co. of New Jersey 

Illinois Electric & Gas Co 

National Gas & Oil Corp 

New Jersey Natural Gas Co 
Philadelphia Electric Co-__- 
Philadelphia Gas Works, Di 

Public Service Electric & Gas Co 
Waynesburg Home Gas Co......._....--. 
Elizabethtown Consolidated Gas Co 





25, 374 1, 915, 825 
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The service to be rendered requires no additional construction or acquisition 
of facilities; and consequently, no financing is necessary. 

The record shows that Texas Eastern has available more than 100,000 Mcf 
(14.73 psia) of natural gas per day for delivery during the period involved to 
meet the daily 47,305 Mcf proposed to be sold and delivered. Of the 214,000 
Mef allocated to Algonquin Gas Transmission Company, Algonquin has elected 
to take only 112,795 Mcf per day during this period. Consequently, there is no 
question in this proceeding concerning Texas Eastern’s supply of natural gas. 

The proposed sales would be made under Texas Eastern’s DCQ and WPS 
Rate Schedules, which are parts of Texas Eastern’s FPC Gas Tariff, Second 
Revised Volume No. 1, which is currently on file with the Commission. Texas 
Eastern presented evidence as to the reasonableness of the WPS Rate. We 
are satisfied from that evidence that the WPS Rate Schedule is not unjust, 
unreasonable, unduly discriminatory nor otherwise unlawful. The companies 
to whom sales are proposed herein have established their need for additional 
gas during the periods involved, and serious deficiencies would result in the 
event these proposed sales were not authorized. 

A temporary certificate authorizing the proposed service pending final de- 
termination of the application was granted by the Commission on October 25, 
1954. 

The Commission finds: 

(1) Applicant, Texas Eastern, is a Delaware corporation with its principal 
place of business in Shreveport, Louisiana. It owns and operates a natural-gas 
transmission system in several states and is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption subject to the jurisdiction of the Commission, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of October 10, 1947, in Docket No. 
G-880, 6 F. P. C. 148. 

(2) Applicant, Transcontinental, is a Delaware corporation with its principal 
place of business in Houston, Texas. It owns and operates a natural-gas trans- 
mission system in several states and is engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public consumption 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its orders issued May 29, 1948 and November 18, 1948, in Docket 
Nos. G-704 and G-1143, 7 F. P. C. 24 and 7 F. P. C. 139. 

(3) The services hereinbefore described constitute transportation and sale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such service is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) Texas Eastern and Transcontinental are able and willing properly to 
do the acts and to perform the services proposed, and to conform to the pro- 
visions of the Natural Gas Act, and requirements, rules, and regulations of 
the Commission thereunder. 

(5) The proposed services hereinbefore described are required by the public 
convenience and necessity, and a certificate therefor should be issued as here- 
inafter ordered and conditioned. 

(6) Texas Eastern and Transcontinental having requested the omission of 
the intermediate decision procedure, and all the requirements of the provisions 
of Section 1.30 (c) (18 CFR 1.30 (c)) of the Commission’s Rules of Practice 
and Procedure having been satisfied, sufficient cause exists for the Commission 
forthwith to render its final decision in the instant proceedings. 
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(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (3) (iii), and (5) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure (18 CFR 157.20) should 
attach to the issuance of the certificates as hereinafter ordered and to the 
exercise of the rights granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Eastern to make the sales and deliveries of 
natural gas herein applied for and described in the applications and record in 
Docket Nos. G-2481 and G—2482, and authorizing Texas Eastern and Transcon- 
tinental to perform the services necessarily incident to the sale and delivery of 
gas to Elizabethtown, as described in the application in Docket No. G-2482. 

(B) This certificate shall be accepted in writing and under oath by responsi- 
ble officials of the applicants; and the general terms and conditions set forth 
in paragraphs (1), (3) (iii), and (5) of Section 157.20 of the Commission’s 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 





Findings and order issuing certificate of public convenience and necessity and 
authorizing and approving abandonment of facilities 


Lone Star Gas Co. 
Docket No. G—2497 
November 22, 1954 


Lone Star Gas Company (Applicant), a Texas corporation with its principal 
place of business in Dallas, Texas, filed an application on July 22, 1954, pursuant 
to Section 7 of the Natural Gas Act, for (1) permission and approval to abandon 
certain facilities and (2) a certificate of public convenience and necessity 
authorizing the construction and operation of certain other facilities, as follows: 

Abandonment and salvage of approximately 76.37 miles of 18-inch Line A 
from the outlet of the Shamrock No. 1 compressor station in the East Panhandle 
Field to the tap line to the City of Quanah, Hardeman County, Texas, together 
with the Hollis Gasoline Plant and the Shamrock Compressor Station No. 1 
located thereon. 

Abandonment and salvage of approximately 21.47 miles of 12-inch Line 74 
from the beginning at Line 71 in Collingsworth County, Texas, to Station 629+15 
at the Dodson, Texas, tap and from Station 894-92 to the end of said line 
at the North bank of the Red River in Harmon County, Oklahoma. 

Abandonment and salvage of approximately 6.31 miles of 10-inch Twitty Line 
extending from the Consolidated Gas Utilities Corporation’s Twitty Compressor 
Station in the East Panhandle Field to Line 71 at the Lone Star Gas Company's 
Shamrock Compressor Station No. 2. 

Construct approximately 10.64 miles of 6-inch O. D. Line 71-37 from Line 
71 to Station 629-+-15 on Line 74 at the Dodson tap and from Station 894-+-92 on 
Line 74 to Line A at the Hollis, Oklahoma, tap. 

Abandonment and salvage of one 300-h. p. compressor located in Shamrock 
Compressor Station No. 2, resulting in a reduction in capacity of that compressor 
station to 1,240 h. p. 

Rearranging pipe at Chillicothe compressor station so that said station will 
compress gas from Line U system north into Line 71 system instead of south from 
Line A system into Line U system. 
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Reverse flow in Line U system so as to supply said pipeline with gas from the 
Abilene, Texas, area and so that Line 71 will be served with gas from both the 
Abilene and Shamrock areas. 

Connect present tap line to Eldorado, Oklahoma, to Line A and disconnect same 
from Line 71 so that the town of Eldorado, Oklahoma, will be served with gas 
transported in Line A west from Wichita Falls instead of gas produced in East 
Panhandle Field and transported south through Line 71. 

The cost of the removals is estimated by Applicant to be $374,346.00 and con- 
struction costs are estimated to be $86,920.00, or a total of $461,266.00 to cover 
the project. Applicant proposes to finance out of funds currently on hand. 

The abandonment and construction for which authorization is sought herein 
will complete Applicant’s incorporation of the so-called “Wichita Falls District” 
acquisition, which was authorized by order of the Commission issued March 28, 
1952, in combined Docket Nos. G—1878 and G-1889. The rearrangement of Ap- 
plicant’s operational facilities is in part necessitated by the diminution of its 
gas reserves in the East Panhandle Field. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 9, 1954, respecting the matters involved in and the issues presented by 
the application. No protest to the application has been received. 

The Commission finds: 

(1) Lone Star Gas Company, a Texas corporation having its principal place of 
business in Dallas, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order dated May 
4, 1942, in Docket Nos. G—208 and G—209, 3 F.P.C. 695. 

(2) The facilities hereinbefore described, as more fully described in the applica- 
tion, are proposed to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the operation 
thereof by Applicant is subject to the requirements of subsections (b), (c), and 
(e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities herein described 
by Applicant are required by the public convenience and necessity, and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(5) Present and future public convenience and necessity permit the abandon- 
ment of the presently authorized facilities described in the application. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder. 

(7) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
132 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Lone Star Gas Company to construct and operate the facilities here- 
inbefore described, all as more fully described in the application, for the trans- 
portation or sale of natural gas as therein set forth, upon the terms and condi- 
tions of this order. 
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(B) Permission and approval for the abandonment and removal of presently 
authorized facilities described in the application be and is hereby granted. 

(C) The certificate herein granted shall be accepted in writing, and under 
oath, by a responsible official of Applicant, and the general terms and conditions 
set forth in paragraphs (1), (2), (3) (i), (8) (iii), (3) (iv), and (5) of Section 
157.20 of the Commission’s Rules of Practice and Procedure shall attach to the 
issuance of this certificate, and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s General Rules and Regulations is hereby fixed at 6 
months from the date of issuance of this order. 


Order modifying order issuing certificate of public convenience and necessity 
Southern Natural Gas Co. 
Docket No. G-—1907 


November 23, 1954 


On September 7, 1954, Southern Natural Gas Company (Applicant) filed a 
petition to modify the order issued October 31, 1952, 11 F. P. C. 1405, issuing a 
certificate of public convenience and necessity authorizing the construction and 
operation of Applicant’s South Louisiana Supply System. 

In its request for modification, Applicant states that it has installed heavier 
weight transmission pipe in lieu of the lighter pipe originally proposed and 
authorized, increasing the design operating pressure from 1,000 psig to 1,200 
psig. The use of heavier weight pipe required an additional 11,850 tons of 
steel, increasing the construction cost by $1,748,913. The total completed con- 
struction cost of the South Louisiana Supply System is $34,596,896. Applicant 
states it decided to use the pipe of heavier wall thickness in the southern segment 
of its supply system to provide additional resistance to corrosion, and then used 
the same wall thickness throughout its system to maintain the same operating 
design throughout. Applicant states it does not contemplate operating the 
South Louisiana Supply System above 1,000 psig at the present time. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act and it is in the public interest, to modify the order issued October 31, 1952, 
issuing a certificate of public convenience and necessity to Applicant in this 
proceeding, as hereinafter ordered and conditioned. 

The Commission orders: 

(A) The order of the Commission issued October 31, 1952, issuing a certificate 
of public convenience and necessity to Southern Natural Gas Company in this 
proceeding, as heretofore amended, be and the same is hereby further modified 
authorizing the operation of heavier weight transmission pipe in lieu of lighter 
pipe as originally proposed and authorized, all as more fully described in the 
petition for modification and exhibits thereto filed on September 7, 1954, subject 
to the following condition: 

The modification herein authorized is without prejudice to the determination 
of the reasonableness of the additional investment in any proceeding involving 
Southern Natural Gas Company, or any rates, charges, classifications or service 
of Southern Natural Gas Company. 
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(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and neces- 
sity as heretofore and herein amended, shall remain in full force and effect. 


Order further amending license (major) 
Southern California Edison Co. 
Project No. 120 
November 23, 1954 


Application was filed September 30, 1953 by Southern California Edison Com- 
pany, licensee for major Project No. 120, located in Fresno County, California, 
and affecting public lands and lands of the United States within Sierra and 
Sequoia National Forests. 

The application seeks to include in the project: a relocated portion of the 
telephone line used in the operation of the Vincent transmission line, a relocated 
portion of the Vincent transmission line; additional access roads to the lines; 
and a water main and water tank in the vicinity of Powerhouse No. 3; and to 
eliminate from the project certain access roads. 

The application states that the changes are required because the United States 
Corps of Engineers is presently constructing the Pine Flat Dam and Reservoir 
and has called for the relocation of portions of the transmission and telephone 
lines in order to clear the reservoir area. These relocations naturally required 
relocation of parts of the access roads to the lines. The licensee desires to extend 
the project boundaries to include the water main and water tank which are 
necessary to serve a portion of the project camp area. 

The effect of the amendment will be to decrease the area of lands of the United 
States occupied by the project, other than by the transmission and telephone 
lines, from 1317.22 acres to 1306.87 acres, with resultant decrease in the amount 
of annual charges for same from $1,520.36 to $1,499.66; and to decrease the 
length of equivalent 100-foot-wide transmission-line right-of-way upon lands 
of the United States by 376.69 feet, with resultant decrease in the amount of 
annual charges for same from $609.34 to $608.21. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Sierra and Sequoia National Forests, has reported favorably 
on the application. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere or 
be inconsistent with the purposes for which the Sierra and Sequoia National 
Forests were created or acquired, and will not alter any of the basic facts upon 
which the license was issued. 

(2) The annual charges to be paid under the license as further amended for 
the purpose of recompensing the United States for the use, occupancy, and en- 
joyment of its lands are reasonable as hereinafter fixed and specified. 

(3) The following-described exhibits filed as part of the application for 
amendment conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project: 

Evhibit F: Supplemental Statement of Ownership of Lands; Sheets 291-1, 
295-1, 295A, T.170 C-1, T.171A, T.172A, T.173A thru T.173J ; 

Evhibit J: Sheet No. 3004-2 (FPC No. 120-221). Map in 1 Sheet entitled 
“Vincent Transmission & Telephone Lines & Roads” ; 
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Evhibit K: Sheet 3111-2 (FPC No. 120-230). Map in 1 sheet entitled “Detail 
Map of Big Creek Power House No. 3 Project 120”; HErhibit K: Sheets 3093-1, 
3094-1, 3095-1 (F'PC Nos. 120, -222, -228, -229) “Detail Map of Vincent Trans- 
mission and Telephone Lines, Project 120”; Eahibit K: Sheets 3117 to 3121 
inclusive, (FPC Nos. 223 to 227 inclusive) entitled, “Detail Map of Vincent 
Telephone Line, Project No. 120”; and 


the following-described exhibits which have been superseded should be elim- 
inated from the license: 

Ecrhibit FF: Statement of Ownership of and Right to Use Lands, Sheet Nos, 
291, 295 and T.170C ; 

Evhibit J: Sheet 3004-1 (FPC No. 181 entitled, “Vincent Transmission & 
Telephone Lines & Roads, Project 120” ; 

Evrhibit K: Sheets 3093, 3094, 3095, and 3111-1 (FPC Nos. 120, -122, -123, 
~—124, and -169), entitled “Vincent Transmission & Telephone Lines, Project 120.” 

The Commission orders: 

(A) The exhibits described in finding (3) above as conforming to the Com- 
mission’s rules and regulations are approved as part of the license for Project 
No. 120 as further amended, and the exhibits described in finding (3) above as 
being superseded are eliminated from the license. 

(B) The license for Project No. 120 issued to Southern California Edison 
Company is further amended, effective as of January 1, 1954, to include the 
relocated portions of the transmission and telephone lines; the additional 
access roads; and the water main and water tank and the lands of the United 
States occupied thereby in the vicinity of Powerhouse No. 3; and to exclude 
therefrom certain access roads; the amendment being: 

PARAGRAPH I. Subparagraph A of Article 1 of the license is further 
amended to include therein the exhibits approved in paragraph (A) above and to 
exclude therefrom the superseded exhibits eliminated in paragraph (A) above. 

PARAGRAPH II. Subparagraph B and C of Article 16 of the license are 
further amended to read: 

B. For the purpose of recompensing the United States for the use, occupancy, 
and enjoyment of its lands, exclusive of those used for transmission-line right- 
of-way, $1,499.66 ; and 

©. For the purpose of recompencing the United States for the use, occupancy, 
and enjoyment of its lands used for transmission-line and telephone-line rights- 
of-way, $608.21. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the accept- 
ance of this amendment of license, it shall be signed for the licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Order accepting surrender of license (transmission line) 
City of Phoenix, Ariz. 
Project No. 1405 


November 23, 1954 


Application was filed October 13, 1954, by City of Phoenix, Arizona, licensee 
for transmission-line Project No. 1405, for surrender of the license for the line 
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located in Yavapai County, Arizona, and occupying lands of the United States 
within the Prescott National Forest. 

The application for surrender was invited by the Commission in letter dated 
April 23, 1941, for the reason that the line did not appear to be a primary line 
within the licensing authority of the Commission. 

The application for surrender states that the line is now owned by Arizona 
Public Service Company which has applied to the U. S. Forest Service for a 
right-of-way permit and that the Service is prepared to issue the permit as soon 
as surrender of the Commission license has been effected. 

The licensee’s copy of the license has been returned and the licensee is being 
billed for the annual charges under the license for the calendar year 1953. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for transmission-line Project No. 1405 is accepted, 
effective as of December 31, 1953, and subject to the payment of the annual 
charges through that date. 


Order approving revised exhibit 
Public Utility District No. 1 of Pend Oreille County, Wash. 
Project No. 2042 
November 23, 1954 


In compliance with Article 37 of its license for Project No. 2042 and the 
Commission’s telegram dated July 10, 1953, Public Utility District No. 1 of Pend 
Oreille County, Washington, licensee, filed on September 8, 1953, revised Exhibit 
L showing proposed modifications in the spillway gates, lengthening of the fore- 
bay open channel, and substitution of an auxiliary spillway forming an intake 
for a future additional generating unit in place of the stop-log ice sluice. 

The Chief of Engineers and the Department of the Army have approved the 
tracing of the Exhibit L. 

The Commission finds: 

Revised Exhibit L, Sheets 1, and 4 through 8 (FPC Nos. 2042-21 through —26), 
conforms to the Commission’s rules and regulations and should be approved as 
part of the license, and Exhibit L (FPC Nos. 2042-2, -5, -7, -8, and -9) now 
part of the license and which has been superseded by the revised exhibit should 
be excluded from the license. 

The Commission orders: 

(A) The revised exhibit described in the above finding as conforming to the 
Commission’s rules and regulations is approved as part of the license for Project 
No. 2042 and the exhibit described in the said finding as being superseded is 
excluded from the license. 

(B) Paragraph (b) of the Commission’s order of February 5, 1952, 11 
F. P. C. 786, issuing license to Public Utility District No. 1 of Pend Oreille 
County, Washington, is revised to read as follows in order to reflect the minor 
changes in the description of the project works by reason of approval of the 
revised Exhibit L: 
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(b) Principal structures consisting of: 

1. A dam, comprising a spillway gate structure with an over-all length of 
about 260 feet and containing four gates each 40 feet wide and 62 feet high; 

2. A reservoir backing water upstream about 55 miles to the Albeni Falls 
Propect of the Corps of Engineers with pondage only, for load factoring pur- 
poses whenever the flow of river is below about 20,000 cubic feet per second; 

8. 4. forebay open channel extending about 700 feet downstream along the 
left bank of the river; 

4. A powerhouse to contain four vertical turbine-generator units each of 
24,500 horsepower at 41-foot net head, and 15,000 kilowatt rated capacity (total 
60,000 kilowatts at 0.9 P. F., and 98,000 horsepower) ; 

5. An auxiliary spillway adjacent to the powerhouse to form an intake for 
a possible fifth generating unit; 

6. A switchyard containing the necessary switching and transforming equip- 
ment; and 

7. Miscellaneous structures and facilities 


the location, nature, and character of which structures are more specifically 
shown and described by the exhibits hereinbefore cited and by certain other 
exhibits which formed part of the application for license or for amendment 
thereof and which are designated and described as follows: 

Erhibit L: Plans in seven sheets (Sheets 1, and 4 through 8 filed with the 
Commission on September 8, 1953; Sheet 9 on October 8, 1951) comprising: 
Sheet 1 (FPC No. 2042-21)—General Plan; Sheet 4 (FPC No. 2042-22)— 
Water Conductors; Sheet 5 (FPC No. 2042-23)—Spillway; Sheet 6 (FPC No. 
2042-24)—-Powerhouse; Sheet 7 (FPC No. 2042-25)—Powerhouse; Sheet 8 
(FPC No. 2042-26)—One Line Diagram; Sheet 9 (FPC No. 2042-10)—Switch 
Yard. 


Erhibit M: (in three sheets)—General Description and Specifications of 
Equipment, filed with the Commission on December 5, 1951. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Order accepting surrender of license (minor) 
Claude Owen Davis 
Project No. 2044 


November 23, 1954 


On January 15, 1954, Claude Owen Davis, licensee for minor Project No. 2044, 
filed an application for surrender of the license for the project. 

On May 24, 1951, the Commission issued, without charge, to Claude Owen 
Davis the license for the project, to be located on the North Fork Cascade River 
in Skagit County, Washington, and affecting lands of the United States within 
the Mt. Baker National Forest. 

The applicant states that it will be impossible to complete the project because 
of a land slide which renders the project impractical. 

The Forest Service has informed the Commission that surrender of the 
license should be accepted. 
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Return of the license instrument has been requested. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate. 
The Commission orders: 

Surrender of the license for minor Project No. 2044 is accepted. 


Order modifying order issuing preliminary permit 
Public Utility District No. 2 of Grant County, Wash. 
Project No. 2114 
November 23, 1954 


By letter dated October 26, 1954, Public Utility District No. 2 of Grant County, 
Washington, of Ephrata, Washington (District), requested modification of the 
Commission’s order issued October 21, 1954, 13 F. P. C. 1462, issuing a preliminary 
permit to the District for proposed Project No. 2114 on the Columbia River, 
Washington, known as the Priest Rapids Project. 

Specifically, the District asks that the proviso in paragraph (C) of the afore- 
mentioned order be modified so that it will conform precisely with the language 
of an agreement on the same subject set forth in a telegram from the District 
to the Commission, dated October 18, 1954, which provides that if any license for 
the project is issued to any applicant other than the District— 


* * * said license be granted only on the condition that the licensee will 
reimburse the District for such expenditures made by it in connection with 
the development and planning of said project as may be chargeable to the 
project as prescribed by the Uniform System of Accounts of the Federal 
Power Commission. 


The Commission finds: 

It was not the purpose of the proviso in paragraph (C) to set up a criterion 
governing reimbursement different from the one fixed in the aforesaid agreement. 
Therefore, it is in the public interest to modify the proviso in paragraph (C) of 
the Commission’s aforesaid order issued October 21, 1954 issuing preliminary 
permit to the District, in conformity with the District’s request. 

The Commission orders: 

(A) The proviso in the second sentence of paragraph (C) of the Commission’s 
aforementioned order is modified to read as follows: 


* * * Provided that if a license is ultimately issued to the State Power Com- 
mission it shall reimburse the District for such expenditures made by it in 
connection with the development and planning of said project as may be charge- 
able to the project, as prescribed by the Uniform System of Accounts of the 
Federal Power Commission. 


(B) This order shall become final within 30 days from the day of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) of 
the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this instrument. In acknowledgment of the acceptance of this 
instrument, it shall be signed for the permittee and returned to the Commission 
within 60 days from the date issuance of this order. 
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Order No. 176 


Amending certain schedules of the annual report form for electric utilities and 
licensees, FPC Form No.1 


Amendment of Part 141 of the Federal Power Commission’s General Rules and 
Regulations Prescribing the Form of the Annual Report, FPC Form No. 1, 
Required of Electric Utilities and Licensees (Classes A and B) 


Docket No. R-140 
November 24, 1954 


The Commission has under consideration in this proceeding the amendment of 
Section 141.1 of Part 141 of its General Rules and Regulations (18 CFR, Chapter 
1, Subdivision D, Part 141) by revising eight schedules of the Annual Report, 
FPC Form No. 1, required of Class A and B electric utilities and licensees. 

The proposed amendments, developed in cooperation with the Committee on 
Statistics and Accounts of the National Association of Railroad and Utilities 
Commissioners, are designed to simplify and clarify certain previously prescribed 
schedules of FPC Form No. 1. 

The Commission fixdu: 

(1) The proposed amendments represent matters of practice and procedure 
which do not require notice or hearing under Section 4 (a) of the Administrative 
Procedure Act. 

(2) Adoption and promulgation of the proposed amendments are necessary and 
appropriate for the purposes of administration of the Federal Power Act. 

(3) Good cause exists that these amendments become effective as hereinafter 
ordered. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, as amended, and particularly Sections 3 (13), 4 (a) through (c), 301 (a), 
304 (a), 309 and 311 thereof (49 Stat. 838, 839, 854, 855, 858, 859; 16 U. S. C. 
796 (13), 797 (a) through (c), 825 (a), 825c (a), 825 (h), 825 (j), orders: 

(A) Section 141.1 entitled “Annual Report, Form No. 1, electric utilities and 
licensees (Classes A and 15)” of Part 141 of the Commission’s General Rules and 
Regulations (18 CFR, Chapter 1, Subdivision D, Part 141) is hereby amended 
in the following respects: 

(1) In the schedule entitled “Clearing Accounts (Account 143),” page 34: 

Amend Instruction 2 to read: “2. For each clearing account state the general 
basis of distribution.” 

Delete columns (c) and (d), “Debits During Year,” and “Credits During Year.” 

(2) In the schedule entitled “Sales of Electricity by Communities,” pages 
70-71: 

Amend Instruction 1 to read as follows: “Report below the information 
ealled for concerning sales of electricity by the respondent in each community 
(incorporated or unincorporated) of 10,000 population or more, or each com- 
munity of smaller size as may be required by a state regulatory commission 
concerned.” 

Amend Instruction 4 to read as follows: “4. Provide a subheading for sales 
in each state, also a total for each state of sales not required by this schedule 
to be reported for each community.” 

(3) In the schedule entitled “Generating Station Statistics,” page 92: 
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Strike lines 25 and 26, Water (steam plants only), and Water for Power 
(hydroelectric plants only). 

Amend line 27 to read, “Supplies and expenses, including water.” 

Following line 38, add item, “Average cost of fuel per unit, as delivered f. o. b. 
plant.” 

Amend line 40 to read, “Average cost of fuel consumed per million B. t. u.” 

Amend line 41 to read, “Average cost of fuel consumed per kwh net generation.” 

Revise line numbers appropriately for above changes. 

(4) In the schedule entitled “Transmission Line Statistics, pages 102-103, 
amend Instruction 3 to read as follows: 

8. Grouping of plant costs and expenses of transmission lines for accounting 
purposes is permitted by the Federal Power Commission in accordance with an 
order adopted March 9, 1937 modifying General Instruction 12, Records for Each 
Plant, of the Uniform System of Accounts, as follows: That until further notice 
public utilities and licensees may, for the purpose of complying with General 
Instruction 12 of the Uniform System of Accounts, group as a single plant, 
within the purview of said General Instruction 12, transmission lines of the 
same voltage and same general type of construction, and operated under similai 
conditions. Accordingly, the plant Cost and expense data, columns (j), (kK), 
and (1), and (m), (mn), (0), and (p), may be grouped as provided in the Com- 
mission’s order; however, the data may be reported for individual lines if so 
required by a state commission. The information called for by columns (a) to 
(i), inclusive, should be reported, however, for each transmission line with 
brackets or other means to show the transmission lines included within groups 
for accounting purposes. 

(5) In the schedule entitled “Substations,” page 105, change “300 kva and 
under” to “1,000 kva and under” in Instruction 3. 

(6) In the schedule entitled “Overhead Distribution Systems,” page 106, amend 
Instruction 2 to read as follows: 

2. Urban distribution systems should be reported separately for each large 
metropolitan area and each community of 10,000 population or more (not part 
of a major metropolitan area required to be reported as such), or each com- 
munity of smaller size as may be required by a state regulatory commission 
concerned. Urban systems serving communities of smaller size may be grouped 
by operating divisions. 

(7) In the schedule entitled “Conduit, Underground Cable and Submarine 
Cable,” page 107, in Instruction 2, change “2,500 population or more” to “10,000 
population or more” in line 4 of Instruction 2. 

(8) In the schedule entitled “Street Lighting and Signal Systems,” page 110, 
amend Instruction 2 to read as follows: 

2. Show separately the street lighting and signal systems for each community 
of 10,000 population or more or for each community of smaller size as may be 
required by a state regulatory commission concerned. Group as “other” the 
systems for all other communities served. 

Delete columns (d) and (e), the number and kind of lamp posts and brackets. 

(B) This order, and the amendments to the Annual Report FPC Form No. 1 
herein prescribed, shall become effective December 31, 1954, for the filing of 
annual reports on FPC Form No. 1 by Class A and B electric utilities and 
licensees for the year 1954 and thereafter until further order of the Commission. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 
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Order authorizing issuance of preferred stock 
Black Hills Power and Light Co. 
Docket No. E-6584 


November 24, 1954 


Black Hills Power and Light Company, incorporated in South Dakota, doing 
business in South Dakota and Wyoming, and having its principal place of busi- 
ness at Rapid City, South Dakota, filed its application on October 18, 1954, 
with amendment thereto on November 18, 1954, for an order pursuant to Section 
204 of the Federal Power Act, authorizing the issuance and sale of two separate 
issues of preferred stock, one being 9,950 shares of cumulative preferred stock, 
par value $100 per share, 4.75% series, and the other being 39,200 shares of 
cumulative preferred stock, par value $25 per share, 4.56% series. 

Applicant proposes to sell 6,950 shares of the 4.75% series, $100 par preferred 
stock to Investors Mutual, Inc., Minneapolis, Minnesota, and 3,000 shares of the 
same series to Mutual Life Insurance Company of New York, N. Y., at a price 
of par plus accrued dividends. Dillon, Read & Co., Inc., investment bankers, will 
be paid a fee of $7,500 for services in connection with the negotiations and private 
sales of the 4.75% series, $100 par preferred stock. 

Applicant proposes to offer the 39,200 shares of 4.56% series, $25 par preferred 
stock, to the public through underwriters, and to this end proposes to enter into 
an underwriting agreement with Dillon, Read & Co., Inc., acting on behalf of an 
underwriting group. The price to be received from the underwriters and the 
initial offering price to the public will be $25.50 per share, plus dividends accrued 
thereon from December 1, 1954, to the date of delivery, and Applicant will pay 
to Dillon, Read & Co., Inc., for the respective accounts of the underwriters as 
underwriting commissions the sum of 80¢ per share. 

The sales of the 9,950 shares of 4.75% series, $100 par preferred stock, and of 
the 39,200 shares of 4.56% series, $25 par preferred stock, will produce gross pro- 
ceeds of $995,000 and $999,600, respectively, and the total gross proceeds of 
$1,994,600 will be used as follows: (1) for the Applicant’s construction program 
requiring capital expenditures of $2,547,000 in the fiscal year ending October 31, 
1955, including expenditures for facilities necessary to integrate the properties 
which have recently been acquired from Homestake Mining Company and 
Wyodak Coal Company in accordance with the Commission’s order in Docket 
No. E-6570; (2) for the payment of temporary bank loans in the amount of 
$100,000; (3) for the redemption of Anplicant’s 5.40% series preferred stock 
which is outstanding in the amount of $437,500 (exclusive of funds held in 
retirement fund) plus call premium and estimated expenses in the amount of 

25,500; and (4) for the payment of issuance expenses, placement fee and 
underwriting commissions in connection with the issuance and sales of the new 
4.75%, $100 par series, and 4.56%, $25 par series preferred stocks. 

Written notice of the application has been given to the Public Utilities Com- 
mission of South Dakota, the Public Service Commission of Wyoming, and to 
the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register October 27, 1954 (19 F. R. 6886), stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before November 10, 1954. No protest 
or petition or request to be heard in opposition to the granting of such application 
has been received. 
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By order dated October 29, 1954, the Public Service Commission of Wyoming 
granted the application of Applicant to issue and sell the above Preferred Stock. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore determined and set out in the Commission’s order dated March 9, 
1948, In the Matter of Black Hills Power and Light Company, Docket No. E-6121. 

(2) The proposed issuance of securities described above is an issuance of 
securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that section from the requirements 
of Section 204 of the Act. 

(4) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise between Applicant 
and Dillon, Read & Co., Inc. The fees to be paid were fixed by arm’s-length 
bargaining and do not appear to be unreasonable. 

(5) The proposed issuance of securities as hereafter authorized and approved 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate and consistent with the 
proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(6) The proceeds to the Applicant being less than $1,000,000 from each pro- 
posed issue of securities, such issues are exempt from the requirements of the 


Commission’s General Rules and Regulations with respect to competitive bidding 
by virtue of Section 34.1a (a) (3) thereof. 
The Commission orders: 


(A) The proposed issuance and sale of securities, described above, upon the 
terms and conditions and for the purposes specified in the application, be and 
the same are hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby authorized 
are consummated within 60 days after the date of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Order authorizing issuance of securities 
Iowa Public Service Co. 
Docket No. E-6583 
November 26, 1954 


Iowa Public Service Company (Applicant), an Iowa corporation having its 
principal place of business at Sioux City, Iowa, filed its application on Octo- 
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ber 20, 1954, for an order authorizing the issuance of 1,351,104 additional shares 
of $5 par value common stock to accomplish a reclassification of its presently 
issued and outstanding 1,351,104 shares of $5 par value common stock by issuing 
one additional share for each share held to each common stockholder of record. 
The application indicates that, pursuant to a resolution of Applicant’s Board of 
Directors, a special meeting of Applicant’s stockholders was scheduled for 
November 19, 1954, to obtain stockholder approval of the proposed increase in 
Applicant’s presently issued and outstanding common stock to accomplish the 
intended reclassification. 

Applicant’s total authorized common stock as presently set forth in its Ar- 
ticles of Incorporation is 2,500,000 shares at par value of $5 per share. Appli- 
cant proposes to increase the number of authorized shares of common stock to 
5,000,000 shares at $5 par value per share. Applicant states that the purpose of 
the proposed reclassification of outstanding shares and increase in authorized 
common stock is to capitalize Applicant’s capital surplus. Applicant’s common 
capital stock will be credited with $6,755,520 representing $5 per share for 
1,351,104 additional shares, with corresponding charges to capital surplus of 
$6,137,745 (the entire amount thereof) and to premium on common capital 
stock of $617,775. 

Written notice of the application has been given to the State Commerce Com- 
mission of Iowa, the State Railway Commission of Nebraska, the Public Utilities 
Commission of South Dakota and the Governors of each of those States. 
Notice of the application was published in the Federal Register on October 30, 
1954 (19 FR 7092), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest on 
or before November 12, 1954. No protest or petition or request to be heard in 
opposition to such granting has been received. 

The Commission finds: 

(1) Applicant is a public utility within the meaning of Section 204 of the 
Federal Power Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered In the Matter of Iowa 
Power and Light Company, 10 FPC 1188. 

(2) The proposed issuance of common stock, as described above, will con- 
stitute an issuance of securities within the provisions of Section 204 of the Act. 

(3) The Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of 1,351,104 shares of Applicant’s $5 par value 
common stock to accomplish the common stock reclassification, described above, 
as hereinafter authorized, will be for a lawful object, within the corporate 
purposes of the Applicant and compatible with the public interest, is appropriate 
for and consistent with the proper performance by the Applicant of service 
as a public utility, will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance of 1,351,104 shares of $5 par value common 
stock to accomplish the common stock reclassification, described above, upon 
the terms and conditions, and for the purposes specified, in the application, is 
hereby authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of this order. 
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(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


Order authorizing transmission of electric energy to Mexico and superseding 
previous authorization 


Medina BHlectric Coop., Inc. and Central Power & Light Co. 
Docket No. E-6293 


November 30, 1954 


On October 11, 1954, Medina Electric Cooperative, Inc. (Medina), a corpo- 
ration organized in Texas, with its principal place of business at Hondo, 
Texas, filed its application, joined in by Central Power & Light Co. (Central), 
a corporation organized in Texas with its principal place of business at Corpus 
Christi, Texas, under Section 202 (e) of the Federal Power Act requesting 
authorization to export to Mexico for delivery to the Mexican Government 
electric energy in the maximum amount of 1,200,000 kwh for the year 1954 
and 900,000 kwh for the first nine months of the year 1955 at a rate not to 
exceed 400 kw in lieu of the authorization previously granted to the applicants 
by Commission order issued December 1, 1950, in the above docket, 9 F. P. C. 1285." 

According to the application the increased energy to be exported is necessary 
to supply the city of Nueva Guerrero in Mexico pending the completion of a 
transmission line from Monterrey, Mexico, to the generating station at the 
Mexican end of the Falcon Dam situated on the Rio Grande River. It is 
estimated that completion of the transmission line will take from three to 
twelve months, and that while the generating station at the American end of 
the dam is already in operation, the Mexican plant will not go into operation 
until the line is completed. 

Medina proposes to export electric energy from the United States at a point 
in Starr County, Texas, near the location of the Falcon Dam, over the facilities 
covered by the Presidential Permit dated October 18, 1950, in this docket, 
released to Medina by the aforementioned order of the Commission. By its 
terms the Permit is effective “until the Falcon Dam on the Rio Grande and 
power plant are constructed and generating electric energy.” We interpret 
this to mean that the Permit will not terminate until both plants at the dam 
are generating energy. 

The applications indicate that the energy to be exported, as in the past, will 
be obtained by Medina from Central at a point of delivery at Rio Grande City 
in Starr County, Texas, under the terms of an agreement dated as of February 
23, 1950, between the Applicants, and will be sold to the Republic of Mexico act- 
ing through the Secretaria de Recursos Hidraulicos under an agreement dated 


1 By the above-mentioned order Applicants were authorized to export from the United 
States to Mexico up to 900,000 kwh per year at a maximum transmission rate of 300 kw. 
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March 1, 1950, both agreements having been filed as exhibits to the original 
application. 

Central states that it has generating, transmission and transformer capacity 
adequate to furnish electric power and energy to Medina in accordance with 
its contract. 

Notice of the filing of the application was published in the Federal Register on 
October 30, 1954 (19 FR 7092), and given to interested State officials. No pro- 
test or request to be heard thereon has been received. 

The Commission finds: 

As hereinafter limited and authorized the proposed transmission of electric 
energy from the United States to Mexico by the Applicant will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 

The Commission orders: 

(A) Applicant be and hereby is authorized to transmit electric energy from 
the United States to Mexico, subject to the provisions of this order. 

(B) The electric energy which Applicant hereby is authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 1,200,000 
kwh for the year 1954 and 900,000 kwh for the first nine months of 1955 at a 
maximum transmission rate of 400 kw over facilities covered by a Presidential 
Permit released to the Applicant by the aforementioned Commission order 
issued December 1, 1950. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but shall not extend be- 
yond September 30, 1955, or beyond the date of termination or expiration of the 
Presidential Permit referred to in paragraph (B), whichever is sooner. 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted ; shall make, keep and preserve full and 
complete records with respect to the movement of such energy; and shall fur- 
nish in triplicate reports annually, on or before February 15, showing the 
kilowatt-hours delivered, the maximum kw of transmission and the considera- 
tion therefor during each month of the proceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization shall be without prejudice to any authority of this 
Commission, or any other regulatory body, with respect to rates, service, ac- 
counts, valuation, estimate or determination of cost, or any other matter what- 
soever now pending or which may come before this Commission, or any other 
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regulatory body, and nothing herein shall be construed as an acquiescence of this 
Commission in any estimate or determination of cost or valuation of property 
claimed or asserted. 

(I) This order shall supersede the authorization granted by the aforemen- 
tioned order of this Commission issued December 1, 1950, in the above docket. 


Order allowing rate schedule and supplements to take effect 
Dorchester Corp. 
November 30, 1954 


Dorchester Corporation (Dorchester), on October 28, 1954, tendered for filing, 
pursuant to Order No. 174-A issued August 6, 1954, 13 F. P. C. 1255, in Docket 
No. R-138, the basic contract and certain supplements providing for the sale in 
interstate commerce to Natural Gas Pipeline Company of America (Natural) 
of natural gas produced in Guymon-Hugoton Field, Texas County, Oklahoma. 
The tendered filings have been respectively designated as Dorchester Corporation 
FPC Gas Rate Schedule No. 2, and Supplements Nos. 1 through 3 thereto. 

Gas Rate Schedule No. 2 is a contract dated December 1, 1946, between Har- 
rington & Marsh, a predecessor of Dorchester, and Natural, providing a price of 
7¢ per Mcf at 16.4 psia for gas purchased by Natural under the basic contract. 
Supplement No. 1 thereto is a letter dated February 25, 1948, from Natural to 
Harrington & Marsh agreeing to a modification of the basic contract. Supple- 
ment No. 2 is an amendment dated October 1, 1949, between Natural and Panoma 
Corporation (Panoma) of the basic contract. Panoma is also a predecessor of 
Dorchester, having succeeded to the rights of Harrington & Marsh. Neither 
supplement, however, altered the basic contract price for the natural gas. 

Supplement No. 3 is a copy of Order No. 26096 of the Corporation Commission 
of the State of Oklahoma entered July 29, 1952, in its Cause CD No. 3628 fixing 
a minimum price of 9.8262¢ per Mcf at the wellhead at a pressure of 14.65 psia 
for gas produced from any well located in Guymon-Hugoton Field. Such order 
of the Corporation Commission of the State of Oklahoma applies to all gas pro- 
duced in Guymon-Hugoton Field, Texas County, Oklahoma, including residue gas 
purchased by Natural at the outlet of a gasoline plant operated by Dorchester. 
On the basis of such order, Dorchester claims that the effective price to Natural 
as of June 7, 1954, is 9.8262¢ per Mcf at 14.65 psia. 

Natural, on November 10, 1954, by telegraphic advice protested Dorchester’s 
filing of the minimum price order, stating in part: 


Natural denies that such order of the Corporation Commission of Okla- 
homa is valid as to its purchases of residue gas from Dorchester at the 
outlet of that company’s gasoline plant and denies that the same constitutes 
an amendment of its said contract with Dorchester Corporation within the 
meaning of Order No. 174-A of your Commission. To the contrary Nat- 
ural alleges that on June 7, 1954, the contract price and the legal price 
as contemplated by Order 174-A was seven cents per Mcf measured on a 
16.4 pound pressure base as provided under Section 6 of such contract, and 
that it has never paid the price prescribed by said Order 26096 save under 
compulsion and duress of said order and with written protest and full 
reservation of its right to recover payment in excess of the price provided 
in Section 6 of the contract. Natural further alleges that the validity of 
such Order 26096 as applied to the sales of gas to Natural is the subject 
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matter of an appeal to the Supreme Court of the United States in Cause 
No. 821, October Term 1954, and that on November 8, 1954, that Court noted 
its probable jurisdiction in the cause. 


Natural requests that the Commission reject the filing of Supplement No. 3 
as a part of Dorchester’s tariff or, in the alternative and in the event the Com- 
mission shall accept Supplement No. 3 for filing, that the Commission accept 
such supplement solely on condition that Dorchester be required to hold in 
separate fund any payments made by Natural in excess of the price of 7¢ per 
Mcf at 16.4 psia provided in Section 6 of the Rate Schedule No. 2, subject to 
refund in the event it shall be ruled by the Supreme Court of the United States 
that Order No. 26096 is not validly imposed in respect to the purchase of gas by 
Natural from Dorchester. 

The natural gas sold by Dorchester to Natural pursuant to the foregoing rate 
schedule and supplements thereto is transported and sold in interstate commerce 
for resale for ultimate public consumption. Accordingly, such sale and rate 
schedule and supplements governing such sale are subject to the jurisdiction of 
the Commission. 

In view of the foregoing, it appears to the Commission that the question of 
whether the price of 9.8262¢ per Mcf at 14.65 psia is the effective price as of 
June 7, 1954, for the sale of gas by Dorchester to Natural, as claimed by the 
former. is dependent upon whether the aforesaid Order No. 26096 of the Cor- 
poration Commission of the State of Oklahoma is valid as to such sale. That 
question is presently before the Supreme Court of the United States in Cause 
No. 321, October Term 1954 for decision. 

To protect the respective rights of both Dorchester and Natural, it is appro- 
priate to carry out the provisions of the Natural Gas Act that we permit the 
filing by Dorchester of the tenders of October 28, 1954, subject to the express 
understanding and condition that such filing is proper only if Order No. 26096 


is valid as to the sale by Dorchester to Natural covered by the filings, but not 
otherwise. 


The Commission finds: 

(1) Dorchester Corporation is a “natural-gas company” within the meaning 
of the Natural Gas Act, and its sale of gas to Natural Gas Pipeline Company of 
America under FPC Gas Rate Schedule No. 2 and Supplements Nos. 1 through 3 
thereto is a sale of gas for resale for ultimate public consumption. 

(2) FPC Gas Rate Schedule No. 2 and Supplements Nos. 1 through 3 thereto 
filed by Dorchester Corporation on October 28, 1954, should be accepted for filing, 
subject to the condition specified herein. 

The Commission orders: 

(A) FPC Gas Rate Schedule No. 2 and Supplements Nos. 1 through 3 thereto 
filed by Dorchester Corporation on October 28, 1954, be and the same are hereby 
accepted for filing subject to the express condition specified in (B) hereof. 

(B) The acceptance for filing of the aforesaid rate schedule and supplements 
thereto is subject to the express condition that such filing is without prejudice 
to any claims or contentions which have been made by or for Dorchester Cor- 
poration or by Natural Gas Pipeline Company of America in the litigation pend- 
ing before the Supreme Court of the United States in Cause No. 321, October 
Term 1954. 

(C) Nothing contained in this order shall be construed as a waiver of the 
requirements of Section 7 (c) of the Natural Gas Act; nor shall it be construed 
as constituting approval by this Commission of any service, rate, charge, classi- 
fication, or any rule, regulation, contract, or practice affecting such service or 
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rate, nor shall this be deemed as recognition of any contractual right or obli- 
gation affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have 
been made or may hereafter be made by the Commission in any proceeding now 
pending or hereafter instituted, by or against Dorchester Corporation. 


Order No. 177 


Amending certain schedules of the annual report form for natural gas com- 
panies, FPC Form No. 2 


Amendment of Part 260 of the Federal Power Commission’s General Rules and 
Regulations Prescribing the Form of the Annual Report, FPC Form No. 2, 
Required of Class A and B Natural Gas Companies Subject to the Provi- 
sions of the Natural Gas Act 


Docket No. R-141 


November 30, 1954 


The Commission has under consideration in this proceeding the amendment 
of Section 260.1 of Part 260 of its General Rules and Regulations (18 CFR, 
Chapter I, Subdivision G, Part 260) by revising two schedules of the Annual 
Report, FPC Form No. 2, required of Natural Gas companies (Classes A and 
B), and adding an additional schedule. 

The proposed amendments, developed in cooperation with the Committee on 
Statistics and Accounts of the National Association of Railroad and Utilities 
Commissioners, are designed to simplify and clarify certain previously pre- 
scribed schedules of FPC Form No. 2. 

The Commission finds: 

(1) The proposed amendments represent matters of practice and procedure 
which do not require notice or hearing under Section 4 (a) of the Administra- 
tive Procedure Act. 

(2) Adoption and promulgation of the proposed amendments are necessary 
and appropriate for the purposes of administration of the Natural Gas Act. 

(3) Good cause exists that these amendments become effective as hereinafter 
ordered. 

The Commission, acting pursuant to authority granted by the Natural Gas 
Act, as amended, and particularly Sections 8, 10, and 16 thereof (52 Stat. 821, 
825, 826, and 830; 15 U. S. C. 717, 717g, 717i, 7170), orders: 

(A) Section 260.1, entitled “Form No. 2, Annual Reports for Natural Gas 
Companies (Classes A and B)” of Part 260 of the Commission’s General Rules 
and Regulations (18 CFR, Chapter 1, Subdivision G, Part 260) is hereby 
amended in the following respects : 

(1) In the schedule entitled “Clearing Accounts” (Account 143) page 34: 

Amend Instruction 2 to read as follows: “2. For each clearing account state 
the general basis of distribution.” 

Delete columns (c) and (d), “Debits During Year” and “Credits During 
Year.” 

(2) In the schedule entitled “Sales of Natural Gas by Communities,” pages 
74-75, amend the first and second sentences of Instruction 1 to read as follows: 
“Report below sales of natural gas to residential, commercial, and industrial 
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customers in each community of 10,000 population or more, or each community 
of smaller size as may be required by a state regulatory commission concerned. 
Report in total for each state, sales by classes of service in other communities 
of smaller size.” 

(3) Add new schedule entitled “Reserve for Deferred Federal Income Taxes” 
(Account 259) as page 48A in the form attached. 

(B) This order, and the amendments to the Annual Report Form No. 2 
herein prescribed, shall become effective December 31, 1954, for the filing of 
annual reports on FPC Form No. 2 by Class A and B Natural Gas Companies 
for the year 1954 and thereafter until further order of the Commission. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Reserve for deferred Federal income taxes (Account 259) 


Report below, for each facility or project certificated for accelerated amortization, the information called 
for concerning deferred Federa! income taxes and the accounting therefor as provided by the Commission's 
Order 171, dated April 21, 1954, Docket R-126, ‘Amending Uniform System of Accounts for Natural Gas 
Companies and of Annual Report Form No. 2, to Provide for Accounting and Reporting of Federal Income 
Taxes Resulting from Accelerated Amortization.” 


Changes during year Amortization of reserve 


balance 
Reserve Reserve 


Line | Description and loca- balance balance | 
No. tion of facilities beginning | Amounts | Amounts | end of year |Date amor-| Estimated 
of year debited credited tization period of 
Acct. 507A | Acct. 507B started amorti- 


} | zation 


(b) (c) (a) Ss 








Order No. 178 
Amending Section 1.20 of the Rules of Practice and Procedure 
Amendment of the Commission’s Rules of Practice and Procedure 
Docket No. R-143 


November 30, 1954 


In this proceeding the Commission has under consideration the amendment 
of Section 1.20 of its Rules of Practice and Procedure (18 CFR 1.20) to pro 


vide that formal hearings shall be held either as ordered by the Commission or 
its Secretary. 
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The Commission’s General Order No. 157, Approving and Making Effective 
Revised Organizational Statement, issued December 29, 1950 (16 F. R. 137), 
provides in paragraph 5 (c) for the delegation of final authority to the Com- 
mission’s Secretary “to schedule hearings and issue notices thereof” but since 
the rule relating to hearings provides that they shall be held only as ordered 
by the Commission, it is desirable to make plain the Commission’s intention 
that hearings be held pursuant to either order of the Commission or notice of 
the Secretary. 

It appears also that the proposed amendment represents a matter of practice 
and procedure which does not require notice or hearing under Section 4 (a) of 
the Administrative Procedure Act. 

The Commission finds: 

The following proposed amendment is necessary and appropriate for the pur- 
poses of the Federal Power and Natural Gas Acts. 

The Commission, acting pursuant to authority granted by the Federal Power 
Act, particularly Sections 308 and 309 (49 Stat. 858; 16 U. S. C. 825g, 825h), 
and the Natural Gas Act, particularly Sections 15 and 16 (52 Stat. 829, 830; 15 
U. 8S. C. 717n, 7170), orders: 

(A) Section 1.20 (a) of Part 1—Rules of Practice and Procedure—Subchap- 
ter A, General Rules, Chapter I of Title 18, Code of Federal Regulations, is 
amended hereby to read as follows: 

§ 1.20 Hearings—(a) How ordered. Hearings for the purpose of taking evi- 
dence shall be held as ordered by the Commission or scheduled by the Secre- 
tary and pursuant to adjournments thereof. In fixing the time and place of 
hearing due regard will be given to the convenience and necessity of the parties 
or their attorneys so far as time and the proper execution of the Commission’s 
functions permit, and notice will be given as provided in § 1.19; however, unless 
otherwise directed by the Commission or the presiding officer, not less than 15 
days notice of the time and place of any indefinitely postponed hearing shall 
be given to the participants or their attorneys of record. 

(B) The amended subsection 1.20 (a) herein prescribed shall become effective 
immediately upon issuance of this order. 

(C) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Order clarifying and modifying order accompanying Opinion No. 277 issued 
November 2, 1954, and specifying procedure 


United Gas Pipe Line Co. 
Docket Nos. G—1142, G-1508, G-2019, G-—2074, G—2210,; G—2220, and G-2378 


December 2, 1954* 


Mississippi River Fuel Corporation (Mississippi) filed on November 23, 1954, 
a petition and ‘application for rehearing of our order herein accompanying 
Opinion No. 277. 

Among other things, Mississippi’s petition states that “In limiting the hearing 
to the form of rate and to the sole question of determining whether separate 
rates rather than a rolled-in rate shall be applicable to Mississippi, the Com- 


*Application for rehearing dismissed by order issued December 23, 1954. 
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mission has denied Mississippi its right to a hearing in violation of Sections 4 
and 5 of the Natural Gas Act .. .” 

Our order is not to be construed as confining Mississippi to the narrow area 
described in its petition. 

In addition to the matter of whether a rolled-in rate should or should not 
be made part of United’s rate structure applicable to Mississippi our order was 
intended to afford Mississippi a full and complete hearing regarding all matters 
at issue as to which it has a material interest, and our order should be so 
construed. 

We have also noted that Mississippi’s petition refers to page 8 of our opinion 
and to our order of April 1, 1954, concerning procedure. 

In order to protect fully the rights of all parties herein and to provide for the 
conclusion of the hearing in these proceedings at the earliest practicable time 
the outline of procedure hereinafter set forth shall be followed. 

The Commission orders: 

(A) At the hearing to be reconvened on December 6, 1954, United Gas Pipe 
Line Company (United) shall present any additional testimony that it is pre 
pared to offer. 

(B) The testimony of such witnesses as may be offered in connection with 
Exhibits 77 through 80 inclusive, shall then be presented, together with such 
additional testimony and evidence as the staff may have to offer. 

(C) Thereafter cross-examination of witnesses who have testified in support 
of the direct case may be undertaken by United, Mississippi, and other interveners 
and Staff Counsel. 

(D) Following cross-examination, Mississippi and all other parties shall then 
present such testimony and evidence as they may have to offer, to be followed 
by cross examination. 

Commissioner Smith not participating. 


Order modifying order suspending proposed changes in rates and denying petition 
for reconsideration and vacation of the suspension order 


Union Oil Company of California 
Docket No. G-—4331 


December 7, 1594* 


By order issued October 29, 1954, the Commission, among other things, sus- 
pended and deferred the use of certain filings made by Union Oil Company of 
California (Union Oil) on September 30, 1954, proposing changes in effective 
rate schedules for sales of gas subject to the jurisdiction of the Commission. 
As provided in said order, the period of suspension and deferred use would 
terminate on March 31, 1955, subject to further order of the Commission. 

On November 12, 1954, Union Oil filed a petition for reconsideration and 
vacation of the aforementioned order. Also on November 12, 1954, Trans- 
continental Gas Pipe Line Company, the purchaser under the affected rate 
schedules, filed a statement in support of Union Oil’s petition. 

The Commission, upon further consideration of said order, and upon consider- 
ation of said petition and statement, finds: 


*EpiTor’s Nore: Affirmed 236 F. 2d 816 (CA 5, 1956), certiorari denied, 352 U.S. 969. 
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(1) The said order issued October 29, 1954, should be modified as hereinafter 
provided. 

(2) The said petition for reconsideration and vacation sets forth no new 
facts and no principles of law which either were not fully considered by the 
Commission when it adopted its order issued October 29, 1954, or which having 
been considered warrant any change in, or modification of, such order, other 
than herein specifically provided. 

The Commission orders: 

(A) Paragraph (A) of the order issued herein on October 29, 1954, be and it is 
hereby amended to read as follows: 

(A) Pursuant to the authority contained in Sections 4 and 15 of the Natural 
Gas Act, a public hearing be held upon a date to be fixed by further order con- 
cerning the lawfulness of said proposed changes in rates and charges; and, pend- 
ing such hearing and decision thereon, the above-designated rate schedules and 
supplements be and they are each hereby suspended and the use thereof deferred 
for a period of three months beyond the above-stated effective date and for such 
further time until they are made effective in the manner prescribed by the Natural 
Gas Act, subject to further order of the Commission. 

(B) Except as herein specifically modified, said order issued October 29, 
1954, shall remain and continue in full force and effect. 

(C) The aforesaid petition for reconsideration and vacation of said order 
be and it is hereby denied. 

Commissioner Draper not participating. 

Chairman Kuykendall dissented and stated that the purchaser of this natural 
gas is Transcontinental Gas Pipe Line Corporation, which has heretofore filed 
increased rates, in anticipation of this additional expense, which have been 
suspended until April 1, 1955. He further stated that it appears to him that 
in this difficult situation, the most equitable action would be to make the date 
of termination of the two suspension periods coincide. 


Order supplementing order issuing certificate of public convenience and necessity 


South Georgia Natural Gas Co. 
Docket No. G—1915 
December 7, 1954 


The Presiding Examiner’s decision issuing a certificate of public convenience 
and necessity to South Georgia Natural Gas Company (South Georgia) in this 
docket was issued August 3, 1954, and in conformity with the Commission’s Rules 
of Practice and Procedure became effective on September 2, 1954, as the final 
decision and order of the Commission, 13 F. P. C. 666. 

As a condition to the issuance of the certificate of public convenience and ne- 
cessity, South Georgia was directed to extend natural gas service to the City of 
Cordele, Georgia, in the initial phase of the project and to submit plans and 
studies regarding the system’s economic ability to provide service to the City of 
Cordele, subject to further order of the Commission. 

On October 29, 1954, South Georgia submitted the plans and studies contem- 
plated by the aforementioned order. Under the plans submitted South Georgia 
now proposes in lieu of 18.5 miles of 4-inch pipeline originally proposed to serve 
only the City of Americus, Georgia, the construction and operation of 14.4 miles 
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of 6-inch and 33.3 miles of 4-inch pipeline to serve both Americus and Cordele, 
South Georgia indicates that the additional construction will increase its invest- 
ment in system facilities by $395,000 to a total of $9,691,000. 

South Georgia proposes to finance the construction of its system through is- 
suance of $7,200,000 principal amount 414% first mortgage bonds, $1,522,000 of 
common stock, and $969,000 of 6% interim notes payable in cash or in 6% pre- 
ferred stock at South Georgia’s option. The interim notes are now proposed to be 
sold separately from the common stock rather than as a package as previously 
proposed. 

The exhibits submitted further indicate that after consideration of the esti- 
mated additional revenues and expenses, the inclusion of Cordele in the initial 
phase of the project will result in only a two-tenths of 1% decrease in system 
rate of return in the first year and only one-tenth of 1% decrease in the second 
year of operation, with the rate of return in the third year remaining unchanged 
from that originally estimated. 

The Commission finds: 

The plans and studies submitted pursuant to the requirements of the order in 
this docket which became final September 2, 1954, are appropriate and should be 
accepted as effecting compliance with those requirements. 

The Commission orders: 

(A) The plans and studies submitted by South Georgia on October 29, 1954, 
relating to service to the City of Cordele, Georgia, are approved and accepted as in 
full compliance with the requirements of Paragraph (D) of the order in this 
docket accompanying the Presiding Examiner’s decision issued August 3, 1954, 
which became the final decision and order of the Commission effective September 
2, 1954. 

(B) The certificate of public convenience and necessity issued to South Georgia 


by the aforementioned order of September 2, 1954, be and the same hereby is 
supplemented to authorize the construction and operation of facilities and ex- 
tension of service to the City of Cordele, Georgia, in accordance with the plans 
submitted by South Georgia on October 29, 1954. 

(C) The order issuing a certificate of public convenience and necessity in this 
docket in all other respects shall remain in full force and effect. 

Commissioner Smith not participating. 


Order amending and vacating order issuing certificates of public convenience 
and necessity 


Texas Gas Transmission Corp., Shelbyville Gas Co. 
Docket Nos. G—-2170, G—2201 


December 7, 1954 


By order issued February 11, 1954, 13 F. P. C. 809, Texas Gas Transmission 
Corporation (Texas Gas) was issued a certificate of public convenience and 
necessity authorizing the construction and operation of a metering station and 
appurtenant equipment on its 26-inch pipeline at a point near Middletown, 
Kentucky, and the delivery and sale of natural gas for resale by means of said 
facilities to Shelbyville Gas Company (Shelbyville) in maximum daily volumes 
of 1,058 Mcf at 14.73 psia. In the same order Shelbyville was issued a certificate 
authorizing the construction and operation of a 4-inch pipeline, approximately 
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15 miles in length, from a point of connection with the metering station author- 
ized Texas Gas to the City of Shelbyville, Kentucky, for the purpose of trans- 
porting gas purchased from Texas Gas for sale at retail in Shelbyville and 
along the route of the pipeline authorized. Paragraph (H) of said order 
required Shelbyville to submit to the Commission, within 60 days after date of 
issuance of the order, the ultimate plan of financing its proposed construction 
and other related matters. The time for compliance with the requirements of 
paragraph (H) was successively extended by the Commission to June 11, 1954, 
August 11, 1954, and November 1, 1954. 

On October 29, 1954, Texas Gas and Shelbyville filed a joint petition to amend 
the said order of February 11, 1954, under which it is now proposed to introduce 
natural gas in the City of Shelbyville under a materially altered set of arrange- 
ments. Texas Gas now proposes to deliver maximum daily volumes of 1,058 
Mcf of natural gas at 14.73 psia—the same volume it is presently authorized 
to deliver directly to Shelbyville—to Louisville Gas and Electric Company 
(Louisville) at four meter stations at which it presently delivers and sells gas 
to Louisville; Louisville, for its part, would deliver natural gas to Shelby- 
ville at a proposed point of connection on its 12-inch “East Kentucky” pipeline in 
maximum daily volumes equivalent to 1,058 Mcf of 1,035 Btu gas as 14.73 psia. 
Under such an exchange agreement, based on a three-party contract with a term 
of 10 years, Louisville’s deliveries to Shelbyville and Texas Gas’ exchange volume 
deliveries to Louisville would be equalized and Shelbyville would be treated 
as a customer of Texas Gas. Shelbyville would construct and operate a 3-mile 
pipeline from the City to Louisville’s 12-inch pipeline and would not con- 
struct and operate the 15-mile pipeline previously authorized in this proceed- 
ing. Since the natural gas to be used by Shelbyville under such an arrangement 
would be produced, transported and consumed wholly within the State of 
Kentucky, Shelbyville does not seek certification of its new project and requests 
that the findings and order issued February 11, 1954, be vacated in so far as 
they pertain to Shelbyville. 

Texas Gas requests that its authorization for a metering station and appur- 
tenant equipment on its 26-inch pipeline near Middletown, Kentucky, be deleted, 
and that the delivery point for deliveries to Shelbyville be changed to its exist- 
ing points of delivery of gas to Louisville. 

Shelbyville estimates that its revised project will cost $45,375. The original 
project was estimated to cost $237,700. 

The Commission finds: 

(1) The revised proposals of Texas Gas and Shelbyville, as set forth above, to 
effect introduction of natural gas in the City of Shelbyville through an exchange 
arrangement with Louisville, appear to be reasonable and in the public interest 
and should be permitted as hereinafter ordered and conditioned. 

(2) The certificate issued Shelbyville by order of February 11, 1954, in this 
proceeding should be vacated by deleting therefrom those findings and that part 
of the order which apply to Shelbyville, namely, paragraphs (E) through (H) 
of said order, and (5) through (8) of said findings together with that part of 
finding (10) applicable to Shelbyville, on the ground that its presently proposed 
operations will not be subject to the provisions of the Natural Gas Act. 

(3) The certificate issued Texas Gas by order of February 11, 1954, in this 
proceeding should be amended to conform with the manner in which Texas Gas 
presently proposes to serve Shelbyville by deleting paragraph (D) of said 
order, by amending paragraph (C) by deleting the part reading “(2), (3) (i), 
(3) (iii), (3) (iv)”, and by amending paragraph (A), as hereinafter ordered, 
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to show that the authorization is for transportation and sale only, and not 
construction and operation of additional facilities. 

(4) The findings in said order of February 11, 1954, should be amended to 
conform with the manner in which Texas Gas presently proposes to serve 
Shelbyville by deleting that part of paragraph (10) reading “(2), (3) (i), 
(3) (ii), (3) (iii), (3) (iv)” and the balance of said paragraph commencing 
with “and that the time,” and by amending paragraphs (2) and (4) of said 
findings to read as follows: 

(2) The transportation and sale hereinbefore described, as more fully de- 
scribed in the application in Docket No. G-2170 and the joint petition to amend, 
will constitute transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, and such transportation and sale 
by Texas Gas is subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(4) The proposed transportation and sale by Texas Gas is required by the 
public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

The Commission orders: 

(A) The certificate of public convenience and necessity issued Shelbyville 
by order of February 11, 1954, be and is hereby vacated by deleting paragraphs 
(BE) through (H) of said order and by deleting the findings set forth therein 
as stated in paragraph (2) of the findings hereof. 

(B) The certificate of public convenience and necessity issued Texas Gas by 
order of February 11, 1954, be and is hereby amended by deleting paragraph 
(D) of said order, by amending paragraph (C) by deleting the part reading 
“(2), (3) (i), (8) (ili), (8) (iv),” by amending paragraph (A) to read as 
follows: 

A certificate of public convenience and necessity be and is hereby issued au- 
thorizing Texas Gus to transport and sell natural gas to Shelbyville as herein- 
before described, all as more fully described in its application and the joint 
petition to amend and the respective exhibits appended thereto, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order: 


and by amending the findings set forth therein in the manner stated in paragraph 
(4) of the findings hereof. 
Commissioner Smith not participating. 


Findings and order issuing certificate of public convenience and necessity 
United Gas Pipe Line Co. 
Docket No. G—2885 
December 7, 1954 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, filed an application 
on September 21, 1954, for a certificate of public convenience and necessity, 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing the construction 
and operation of facilities for the transportation and sale of natural gas as 
hereinafter described and as more fully described in the application on file 
with the Commission for public inspection. 
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Applicant proposes to relocate a portion of its Beaumont-Latex 18-inch pipe- 
line by the construction and operation of approximately 3.4 miles of 18-inch 
line around the Town of Vidor in Orange County, Texas, together with a 2-inch 
regulator and tie-over, and the removal of approximately 0.3 mile of 18-inch 
pipeline adjacent to the Town of Vidor. The relocation is proposed as a safety 
measure and no service is to be abandoned. The estimated cost of the proposed 
construction is $201,359 and the financing is to be out of Applicant’s available 
treasury funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
November 23, 1954, respecting the matters involved and the issues presented 
by the application. No protest to the application has been received. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Shreveport, Louisiana, is engaged in the transportation and sale of natural 
gas in interstate commerce by means of its natural-gas pipelines located in 
several states, and is, therefore, a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
issued November 10, 1942, Docket No. G—232, 3 F. P. C. 863. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipe- 
line system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding, for the transportation and sale of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (83) (iv), and (5) of Section 157.20 
of the Commission’s Rules and Regulations, including the Rules of Practice 
and Procedure, shall attach to the issuance of the certificate granted in para- 
graph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

Commissioner Smith not participating. 
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Order granting in part and denying in part petition for rehearing and allowing 
suspended rate increases to take effect in part 


Phillips Petroleum Co. 
Docket No. G-3175 


December 8, 1954* 


By order issued October 1, 1954, the Commission, among other things, 
suspended and deferred the use of certain supplements to specific rate sched- 
ules of Phillips Petroleum Company (Phillips), as filed on August 31, 1954, 
and proposed to be made effective as of September 1, 1954. The stated pur- 
pose of these particular supplements is to recover under the rate schedules 
an increase in the Texas Production Tax and at the same time to establish a 
new method of computation of the amount of such tax increase to be recovered. 

On November 1, 1954, Phillips filed a petition for rehearing on the aforesaid 
order. 

The Commission, upon consideration of said petition for rehearing, and upon 
further consideration of said order issued October 1, 1954, finds: 

(1) The aforesaid order issued herein on October 1, 1954, should be modified 
to allow the aforementioned supplements to rate schedules to take effect in part 
as hereinafter ordered. 

(2) Except to the extent herein specifically granted, the said petition for 
rehearing should be denied. 

The Commission orders: 

(A) The following designated supplements to Phillips FPC Gas Rate Schedules 
be and they each are hereby allowed to take effect as of the date of issuance 
of this order insofar as they provide for the payment to Phillips of a portion 
of the increase in the Texas Production Tax: 

Supplement Nos. 13 and 14 to Rate Schedule No. 5, Supplement No. 1 to Rate 
Schedule No. 7, Supplement No.1 to Rate Schedule No. 8, Supplement No. 5 to 
Rate Schedule No. 9, Supplement No. 6 to Rate Schedule No. 10, Supplement 
No. 8 to Rate Schedule No. 18, Supplement No. 5 to Rate Schedule No. 19, Supple- 
ment No. 3 to Rate Schedule No. 20, Supplement No. 2 to Rate Schedule No. 21, 
Supplement No. 13 to Rate Schedule No. 32, and Supplement No. 4 to Rate 
Schedule No. 33; 


Provided, however, That such payment for the increase in tax shall be computed 
according to the method of computation applied under these said rate schedules 
prior to September 1, 1954; Provided, further, That nothing herein shall be con- 
strued as authorizing or permitting Phillips to demand, charge, or collect pay- 
ment for said increase in Texas Production Tax on the basis of the new method of 
computation proposed to be made effective pursuant to said supplements to its 
rate schedules. 

(B) Except as herein specifically modified, said order issued on October 1, 1954, 
shall remain and continue in full force and effect. 

(C) Except as herein specifically granted, said petition for rehearing as 
filed by Phillips be and it is hereby denied. 

Commissioner Draper not participating. 


*Epiror’s Note: Reversed 227 F. 24 470 (CA 10, 1955), certiorari denied, 350 U. 8. 1005. 
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Order modifying order suspending supplements to rate schedules and denying 


petition for rehearing 
Phillips Petroleum Co. 
Docket No. G-—3176 


December 8, 1954 


By order issued October 1, 1954, 13 F. P. C. 1418, the Commission, among other 
things, suspended and deferred the use of Supplements Nos. 8 and 11 and Supple- 
ment No. 1 to Supplements Nos. 6 and 7 to Phillips Petroleum Company’s FPC 
Gas Rate Schedule No. 4. Said order states in part that: 


As revealed by the computations submitted with its filings, Phillips inter- 
prets its FPC Gas Rate Schedule No. 4 and the supplements thereto to 
provide rates as of June 7, 1954, averaging * * * 9.44231 cents per Mcf 
[14.65 p. s. i. a.] of gas delivered from its Dedicated Acreage. 

In deriving the average rates referred to above, Phillips has purported to 
adjust the minimum contract prices of * * * 7.5930 cents per Mcf (14.65 
p. s. i. a.] of gas from the Dedicated Acreage effective June 7, 1954, to give 
effect to the inflation adjustment clause in the contract on the basis of an 
assumed revenue of 35 cents per Mcf for Michigan Wisconsin. 


* * * * * * * 


The rate increases proposed by Phillips in Supplement Nos. 8 and 11 to 
Phillips FPC Gas Rate Schedule No. 4 and Supplement No. 1 to Supplement 
No. 6 and Supplement No. 1 to Supplement No. 7 to its FPC Gas Rate Sched- 
ule No. 4 have not been shown to be justified and may be unjust, unreasonable 
and otherwise unlawful. Furthermore, the rate increases proposed in Sup- 
plement Nos. 8 and 11 relate to matters considered in Opinion No. 275, In the 
Matter of Michigan-Wisconsin Pipe Line Company, Docket Nos. G—1678 and 
G-—1996, and accompanying order issued July 30, 1954. On September 27, 
1954, upon consideration of the application of Michigan-Wisconsin Pipe Line 
Company for modification of Opinion No. 275 and accompanying order, the 
Commission granted such application to the extent only that it requested a 
reconsideration of that opinion and order upon the present record. In the 
determination of the issues thus raised, consideration must be given to the 
proper rates for gas purchased by Michigan-Wisconsin from Phillips, and it 
is proper and in the public interest that pending such reconsideration the 
rate increases filed by Phillips applicable to gas purchased by Michigan- 
Wisconsin be suspended. 


As is also stated in said order, the above-mentioned Supplement No. 1 to 
Supplement No. 6 and Supplement No. 1 to Supplement No. 7 to Phillips’ FPC Gas 
Rate Schedule No. 4 are notices of changes of rates based upon the increase in 
the Texas Gas Production Tax, effective as of September 1, 1954. These pro- 
posed changes purport to increase and change the method of computing the 
amount of tax reimbursement to be paid by Michigan-Wisconsin on and after 
September 1, 1954. 

For the purposes of the above-mentioned Opinion No. 275 and accompanying 
order, the Commission concluded that the effective price to be paid by Michigan- 
Wisconsin for gas purchased from Phillips from the Dedicated Acreage was 
7.547 cents per Mcf (14.735 p. s. i. a.). And, based in part upon such conclusion, 
the Commission found that the just and reasonable rate for sales by Michigan- 
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Wisconsin during the period from and after December 12, 1952, was 30.85 cents 
per Mcf. 

On November 29, 1954, the Commission issued its Opinion No. 275-A and 
accompanying order, 13 F. P. C. 326, which, in certain respects, modify the 
Opinion No. 275 and accompanying order, 13 F. P. C. 474. Said Opinion No, 
275-—A states, in pertinent part, that: 


When we issued Order No. 174-A on August 6, 1954, it was based primarily 
upon our conclusion that from and after the decision of the Supreme Court 
in the Phillips case, it was necessary and proper in the reasonable admin- 
istration of the Natural Gas Act to establish some cut-off date and recognize 
as of that date the established firm price being paid under gas purchase 
contracts. Accordingly, we provided for the filing of rates in effect on 
June 7, 1954, the date of the Phillips decision. The establishment of rates 
in effect on June 7, 1954, necessarily involved the recognition in many cases 
of past increases resulting from escalator provisions, favored-nation clauses 
or contract renegotiations, as provided for in the gas purchase contracts 
then in effect. We feel that failure to recognize some increase in the price 
of gas to Phillips would carve out an unwarranted exception to the policy 
established by our Order No. 174—A and be somewhat unfair to Phillips when 
compared with the treatment which we accorded other independent pro- 
ducers which are also natural-gas companies. 

We find that on the basis of equal treatment with other producers which 
have been accorded their effective June 7, 1954, rates, Phillips is in equity 
entitled to a rate which will give effect to Michigan-Wisconsin’s resale 
rate of 31.25¢ per Mcf which we have found to be proper * * *. The 
resultant rate is 8.423¢ per Mcf at 14.735 psia for gas from the Dedicated 
Acreage. * * * 

This will require some modification of the Commission’s order issued 
October 1, 1954, suspending certain of Phillips’ rates. Such action will be 
entered in the appropriate docket (No. G-3176). 


The Commission, upon further consideration of said order issued October 1, 
1954, and upon consideration of said petition for rehearing, finds: 

(1) Phillips should be permitted to file a supplement to its FPC Gas Rate 
Schedule No. 4 to make effective as of June 7, 1954, a rate of 8.374 cents per Mcf 
at 14.65 p. s. i. a. (8.423 cents per Mcf at 14.735 p. s. i. a.) plus adjustments for 
the Texas Production Tax, the Oklahoma Excise Tax, and the Oklahoma mini- 
mum wellhead price order, as in effect on June 7, 1954, for gas sold to the 
Michigan-Wisconsin Pipe Line Company from the so-called Dedicated Acreage, 
upon the terms and conditions of this order. 

(2) The filing of said new supplement to the rate schedule shall not in any way 
affect the pending proceeding herein concerning, among other things, the proposal 
of Phillips to make effective a rate of 9.44231 cents per Mcf at 14.65 p. s. i. a., 
including the adjustments referred to in paragraph (1) above, for gas sold 
to Michigan-Wisconsin from the Dedicated Acreage. 

(3) The order issued herein on October 1, 1954, should be modified, as here- 
inafter ordered and conditioned, to allow the aforementioned Supplement No. 1 
to Supplement No. 6 and Supplement No. 1 to Supplement No. 7 to take effect as of 
the date of issuance hereof in so far as they provide for the payment to Phillips 
of a price adjustment based upon the increase in the Texas Production Tax. 

(4) The aforesaid petition for rehearing sets forth no new facts and no prin- 
ciples of law which either were not fully considered by the Commission when it 
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adopted the order issued herein on October 1, 1954, or which having been con- 
sidered warrant any change in, or modification of such order other than that 
herein provided. 

The Commission orders: 

(A) Phillips be and it is hereby granted permission to file within 15 days from 
the date of issuance hereof a new supplement to its FPC Gas Rate Schedule 
No. 4 to reflect as of June 7, 1954, a rate of 8.374 cents per Mcf at 14.65 p. s. i. a. 
plus the adjustments in Finding (1) effective on June 7, 1954, for the sale of 
gas to Michigan-Wisconsin Pine Line Company from the so-called Dedicated 
Acreage. 

(B) Phillips be and it is hereby granted permission to file within 15 days 
from the date of issuance hereof a new supplement to its FPC Gas Rate Sched- 
ule No. 4 to make effective as of the date of issuance of this order a rate for the 
sale of gas to Michigan-Wisconsin from the Dedicated Acreage which shall 
include the rate provided for in (A) above and an additional adjustment for the 
increase in the Texas Production Tax effective September 1, 1954: Provided, 
however, That such payment for the tax increase shall be computed according 
to the method of computation applied under said rate schedule prior to 
September 1, 1954. 

(C) The aforesaid Supplement No. 1 to Supplement No. 7 to Phillips’ FPC 
Gas Rate Schedule No. 4 relating to the sale of gas from the so-called Stratford 
Acreage be and it is hereby allowed to take effect as of the date of issuance of 
this order in so far as it provides for the payment to Phillips of an adjustment 
based upon the increase in the Texas Production Tax effective September 1, 
1954: Provided however, That such payment for the tax increase shall be com- 
puted according to the method of computation applied under said rate schedule 
prior to September 1, 1954: Provided further, That nothing herein shall be 
construed as authorizing or permitting Phillips to demand, charge, or collect 
payment for said increase in Texas Production Tax on the basis of the new 
method of computation proposed to be made effective pursuant to said supple- 
ment to its rate schedule. 

(D) Except as herein specifically modified, said order issued on October 1, 
1954, shall remain and continue in full force and effect. 

(E) Except to the extent it may be considered herein specifically granted, 
said petition for rehearing be and it is hereby denied. 

Commissioner Draper not participating. 


Order issuing preliminary permit 
The City of Seward, Territory of Alaska 
Project No. 2156 


December 8, 1954 


Application was filed by the City of Seward, Territory of Alaska, on April 
30, 1954, for a preliminary permit under the Federal Power Act (hereinafter 
referred to as the Act) for the proposed hydroelectric project on Ptarmigan 
Creek, a territory of Kenai Lake which is tributary to Cook inlet. It is situ- 
ated on lands of the United States within the Chugach National Forest, Third 
Judicial Division of the Territory of Alaska. 
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The proposed project would consist of a low earth-filled dam at the lower end 
of Ptarmigan Lake; intake at the dam; a pipeline and penstock ; a powerhouse 
on Ptarmigan Creek or Kenai Lake with an initial installation of about 1,500 
horsepower and an ultimate installation of 6,000 horsepower. 

Energy from the proposed project would be distributed in the city’s existing 
and proposed distribution system which would extend as far north as Moose 
Pass. 

The Chief of Engineers, Department of the Army, in the report filed herein, 
states that applicant’s proposed project is comparable to that studied by the 
Corps and would not conflict with the navigation or flood control interests of 
the Corps of Engineers. 

The Assistant Secretary of the Department of the Interior in reporting on the 
application states that the probable effects of the proposed project on wildlife 
would be insignificant, but recommends that if a permit is issued the permittee 
cooperate with the United States Fish and Wildlife Service and the Alaska 
Game Commission to provide for conservation and preservation of the spawning 
grounds of the anadromous and resident fish. 

The Chief, Forest Service, acting for the Secretary of the Department of 
Agriculture, in reporting upon the application for preliminary permit, recom- 
mends that provision be made in any plan for power development as contem- 
plated by the permittee, to preserve the value of the recreational facilities now 
developed by the Service adjacent to the stream by locating the powerhouse 
so as not to divert the streamflow that feeds the spawning grounds close to 
the outlet. 

The Governor of Alaska has also reported upon the application for the prelim- 
inary permit, calling attention to the desirability of planning the location 
of the project powerhouse so as to preserve the flow of water to preserve the 
fish spawning grounds in the lower reaches of Ptarmigan Creek below the falls. 

The Commission finds: 

(1) The Applicant is a municipal corporation, organized under the laws of the 
District of Alaska and existing under the laws of the Territory of Alaska. 

(2) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application has been filed. 

(3) The project as proposed does not affect any Government dam and no 
reason is apparent at this time for its development by the United States. 

(4) The project as proposed will affect lands of the United States within the 
Chugach National Forest. 

The Commission orders: 

(A) This preliminary permit is issued to the City of Seward, Alaska (here 
inafter referred to as the Permittee, for a period of 36 months, effective as of 
the first day of December, 1954, for the sole purpose of maintaining priority of 
application for a license for Project No. 2156, to be located on the Ptarmigan 
Creek, a tributary of Kenai Lake on Kenai Peninsula, near Lawing, north of 
Seward, and in the Third Judicial Division of the Territory of Alaska, subject 
to the terms and conditions of the Act, which is incorporated by reference as a 
part of this permit, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act on the effective date 
hereof. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303, entitled “Terms and Conditions of Preliminary Permit” 
(designated as Articles 1 through 8), which are attached hereto and made a part 
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hereof, and subject to the following special conditions as Articles 9 and 10, re- 
spectively. 

(9) Permittee shall submit at the close of each 6-month period from the 
effective date of the Preliminary Permit, to the Regional Forester, U. S. Forest 
Service, Juneau, Alaska, having supervision over the project, or to such other 
officer as the Commission may designate, accurate statements of the work ac- 
complished during the period and the work contemplated under the permit 
for the ensuing period. 

(10) Permittee shall cooperate with the Alaska Game Commission and the 
U. 8. Fish and Wildlife Service in an effort to develop project plans compatible 
with fish and wildlife conservation. 

(C) This order shall become final 30 days from the date of its issuance, unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this pre- 
liminary permit. In acknowledgment of the acceptance of this permit, it shall 
be signed for the Permittee and returned to the Commission within 60 days from 
the date of issuance of this order. 

Commissioner Smith not participating. 


Order authorizing merger or consolidation of facilities 
Pacific Gas and Electric Co. 
Docket No. E-6505 


December 10, 1954 


Pacific Gas and Electric Company (Applicant), incorporated in California, 
with its principal business office in San Francisco, California, filed an application 
June 8, 1953, as amended November 15, 1954, for authorization pursuant to the 
provisions of Section 203 of the Federal Power Act, to merge or consolidate its 
facilities with Vallejo Electric Light and Power Company, a wholly owned 
subsidiary, also incorporated in California, with its principal place of business 
in Vallejo, California. 

The Applicant states that it proposes to acquire all of the property of Vallejo 
Company and to dissolve such corporation so as to eliminate it from Applicant’s 
corporate structure; that the properties of Vallejo Company will become part 
of Applicant’s interconnected and integrated electric system serving north- 
ern and central California and will be operated and maintained as a part thereof; 
and that the proposed transaction will eliminate duplicating administrative ex- 
penses. 

Upon completion of the transaction, Applicant will put its own schedule of 
rates into effect in the present service area of Vallejo Company. The former 
wholesale rate to Vallejo Company and the proposed retail rates within its 
service area are matters within the jurisdiction of the California Public Utilities 
Commission which found the proposed retail rates fair and reasonable in its 
order of November 3, 1954, approving the proposed merger. 

On the books of Vallejo Company as of April 30, 1954, the properties to be 
acquired by the Applicant had an original cost of $2,498,031.36 and an applicable 
reserve for depreciation of $980,462.46. The Applicant’s investment in Vallejo 
Company is recorded at $1,626,634.97. This amount is $277,276.48 in excess of 
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the net original cost of utility plant and other net assets of Vallejo Company, and 
the merger, therefore, will result in the creation of an acquisition adjustment of 
that amount. These amounts are subject to adjustment to the date of the 
merger. The Applicant has requested that the Federal Power Commission order 
the disposition of the acquisition adjustment in the same manner as ordered by 
the California Public Utilities Commission in its opinion and order of November 
3, 1954, that is by charges to Account 537, Miscellaneous Amortization, over a 
period of not exceeding five years starting with the year 1955, or, as an 
alternative, by an immediate charge to Earned Surplus. 

Written notice of the application has been given to the Public Utilities Com- 
mission of California and to the Governor of that State. Notice was also pub- 
lished in the Federal Register on June 20, 1953 (18 FR 3572), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before July 3, 1953. No protest or 
petition or request to be heard in opposition to the granting of such application 
has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 203 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s opinion and order 
issued June 17, 1954, In the Matter of Pacific Gas and Electric Company, Docket 
No. E-6482. 

(2) By the proposed transaction Applicant will merge or consolidate its facili- 
ties subject to the jurisdiction of the Commission with those of Vallejo Company, 
another person within the meaning and subject to the requirements of Section 
203 of the Federal Power Act. 

(3) The proposed merger or consolidation of facilities by Applicant will be 
consistent with the public interest as expressed in the Act. 

(4) The foregoing described transaction is exempt from the requirements of 
SEC approval under the Public Utility Holding Company Act of 1935 and is 
therefore not exempt from the requirements of Section 203 of the Federal Power 
Act by virtue of Section 318 thereof. 

The Commission orders: 

(A) The proposed merger or consolidation by Applicant of the facilities of 
Vallejo Company, described above, be and the same is authorized and approved 
upon the terms and conditions as set forth in the application subject to the 
provisions of this order. 

(B) Applicant shall record the electric facilities and properties of Vallejo 
Company, as provided in the Commission’s Uniform System of Accounts Pre- 
scribed for Public Utilities and Licenses, and shall dispose of the amount of 
$277,276.48 properly classifiable in Account 100.5, Electric Plant Acquisition Ad- 
justments, by amortization to Account 537, Miscellaneous Amortization, over 
a period of not exceeding five years starting with the year 1955; or, in the alter- 
native by an immediate charge to Account 271, Barned Surplus. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 
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Order authorizing disposition of facilities 
The California Oregon Power Co. 
Docket No. E-6576 


December 10, 1954 


California Oregon Power Company (Applicant), incorporated under the laws 
of the State of California, and qualified to do business as a foreign corporation 
in the State of Oregon, with its principal place of business at Medford, Oregon, 
filed an application on August 18, 1954, as amended October 11, 1954, for 
authorization, pursuant to Section 203 of the Federal Power Act, to dispose 
of certain transmission facilities to the United States of America, Department 
of the Interior, acting by and through the Bonneville Power Administrator 
(BPA). 

The facilities proposed to be disposed of consist of that portion of the Appli- 
cant’s Dixonville-Roseburg-McKinley 120-kv transmission line (referred to as 
line 20), beginning at, but not including, structure 3/22 at Reston, Oregon, to, 
but not including, structure 1A/44 at McKinley, Oregon, a distance of 21.843 
miles, together with rights-of-way and certain telephone circuits and equipment. 

The proposed disposition will be pursuant to the terms of an agreement 
between Applicant and BPA dated June 30, 1954, providing for the sale of the 
facilities to BPA for a total cash consideration of $249,979.61, which amount 
is stated to be equivalent to the depreciated original cost of the properties.’ Of 
this amount $224,981.65 is to be paid to the Applicant upon its delivery to BPA 
of a deed and bill of sale covering the properties to be sold with the remainder 
to be paid within sixty days after the approval of title by the Attorney General 
of the United States. 

The Applicant states that due to a proposed shift in the location of its inter- 
change energy connection with BPA’s system at McKinley, Oregon, to Reston, 
Oregon, the portion of line 20 between those points, which is the section presently 
sought to be disposed of, will not be needed by the Applicant, as it presently 
serves the single purpose of facilitating the present energy interchange between 
Applicant’s and BPA’s systems at McKinley. According to the application BPA 
proposes to construct a substation at Reston, the eastern terminus of the seg- 
ment of line 20 proposed to be acquired, which will interconnect with its pro- 
posed 230-kv line extending southward to Reston from its Alvey, Oregon, sub- 
station. 

The Applicant sets forth that the proposed disposition will be in the public 
interest for, upon consummation of the proposed Reston interconnection with 
BPA, Applicant will have no further need of the facilities and it is estimated 
that the sale thereof will reduce Applicant’s expenses by $10,000 annually with 
no reduction in revenues. 

The Applicant holds a license issued by this Commission for transmission-line 
Project No. 281, which includes Applicant’s Dixonville-McKinley 120-kv trans- 
mission line, and on August 23, 1954, filed an application for amendment of the 
license so as to exclude that portion of the line between Reston and McKinley 
which Applicant proposes to sell to the United States. 


1The original cost of the properties to be sold is stated to be $326,922.50 with an ap- 
plicable reserve for depreciation of $76,942.89. 
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Written notice of the application has been given to the Public Utilities Com- 
mission of California and the Public Utilities Commissioner of Oregon, and 
to the Governor of each of those States. Notice was also published in the 
Federal Register on August 26, 1954 (19 FR 5456-5457), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before September 15, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of such 
application has been received. 

By their respective orders entered September 16, 1954, and October 5, 1954, 
the Public Utilities Commissioner of Oregon and the Public Utilities Commis- 
sion of California authorized the proposed disposition of facilities by Applicant. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of California. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted be- 
tween the States of California and Oregon and consumed at points outside of 
the State in which generated, all of which facilities are in addition to and do 
not include facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Applicant is, therefore, 
a public utility within the meaning of that term as used in Section 203 of the 
Federal Power Act. 

(2) By the proposed sale of facilities to BPA, Applicant will dispose of a part 
of its facilities of a value in excess of $50,000, subject to the jurisdiction of the 
Commission, within the meaning of Section 203 of the Act. 

(3) The proposed sale by Applicant of a portion of its line 20 to BPA, as 
described above, and the installation of an interconnection with BPA at Reston, 
Oregon, in place of that at McKinley, Oregon, will not impair its ability to 
render adequate service to the public in its service area and will reduce Appli- 
cant’s annual operating expenses with no reduction in revenues and will be 
consistent with the public interest as expressed in the Act. 

The Commission orders: 

(A) The proposed disposition by the Applicant of the facilities, as described 
above, be and the same hereby is authorized and approved upon the terms and 
conditions set forth in the application, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction hereby authorized 
ls consummated within 90 days from the issuance of this order. 

(C) The disposition of the facilities by Applicant as herein authorized 
and approved shall not become effective unless and until the Commission shall 
have, in transmission-line Project No. 281, amended the license so as to exclude 
that portion of the line which Applicant proposes to sell to the United States. 

(D) Applicant shall account for the transaction in accordance with the 
requirements of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees. 

(BE) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which may come before this Commission or any other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 
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Order amending certificate of public convenience and necessity and accepting 
service agreement for filing 


New York State Natural Gas Corp. 
Docket No. G—1686 


December 10, 1954 


On October 28, 1954, New York State Natural Gas Corporation (Petitioner) 
filed a petition for modification of the certificate order issued on November 21, 
1951, in Docket No. G—1686, 10 F. P. C. 1545. Such order authorized Petitioner 
to sell natural gas to New York State Electric and Gas Corporation for resale 
in the Town of Big Flats, Chemung County, New York, in annual volumes up 
to 15,000 Mcf and a daily maximum volume of 150 Mcf. 

In its petition filed on October 28, 1954, Petitioner requests that the certificate 
order be modified to enable it to sell a maximum of 50,000 Mcf per year and 
500 Mcf per day for resale by New York State Electric and Gas Corporation 
in the Town of Big Flats. In support thereof, Petitioner submitted data tend- 
ing to show that the requirements of New York State Electric and Gas Cor- 
poration for domestic and commercial customers in Big Flats will increase to a 
maximum of 470 Mcf on the peak day in 1959-1960, and 50,580 Mcf in the year 
1960. It does not appear that the proposed additional deliveries will have any 
significant effect on Petitioner’s gas reserves or its ability to meet the demands 
of its other customers. 

On September 30, 1954, Petitioner tendered for filing a service agreement 
with New York State Electric and Gas Corporation dated September 25, 1954. 
Such agreement increases Petitioner’s annual maximum delivery obligation for 
sales of gas for resale in Big Flats from 15,000 Mcf to 50,000 Mcf and the daily 
maximum delivery obligation from 150 Mcf to 500 Mcf. On November 10, 1954, 
Petitioner tendered for filing a substitute page 7 to such service agreement, 
changing Article VII, Cancellation of Prior Contracts. 

The Commission finds: 

Good cause exists, and it is consistent with the public interest: 

(1) To amend the certificate order in Docket No. G—1686 as requested in 
the petition to amend filed on October 28, 1954. 

(2) To waive the requirements of Section 154.22 of the Commission’s Rules 
and to accept for filing, effective as of the date of issuance of the order herein, 
the service agreement filed on September 30, 1954, together with the substitute 
page 7 thereto filed on November 10, 1954. 

The Commission orders: 

(A) The order issued October 28, 1954, in Docket No. G—1686 be and the 
same hereby is amended to authorize New York State Natural Gas Corpora- 
tion to sell to New York State Electric and Gas Corporation for resale in the 
Town of Big Flats, New York, volumes of natural gas not to exceed 500 Mcf 
on a peak day and 50,000 Mcf per year. 

(B) The service agreement tendered for filing on September 30, 1954, together 
with the substitute page 7 thereto filed on November 10, 1954, be and the same 
are hereby accepted for filing, effective as of the date of issuance of this order. 
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Findings and order issuing certificates of public convenience and necessity 
Arkansas Louisiana Gas Co. 
Docket Nos. G-3774 and G-3896 
December 10, 1954 


Arkansas Louisiana Gas Company (Applicant), a Delaware corporation with 
its principal office in Shreveport, Louisiana, filed applications for certificates 
of public convenience and necessity pursuant to Section 7 of the Natural Gas 
Act, for authority to construct and operate taps, laterals and incidental facili- 
ties to serve firm natural gas subject to the jurisdiction of the Commission to 
the Town of Wilton, Arkansas (Wilton), and the Town of Emerson, Arkansas 
(Emerson), as hereinafter described : 


5th year pew 
c 
Date of filing |___ === SCS_ Size and Jength of lateral 
Peak day Annual 


Community and Docket Estimated 
No. cost 


Wilton, Ark., G-377 Sept. 30, 1954 180 13, 920 | 23, 800 feet of 2-inch 
Emerson, Ark., G-3896._.| Oct. 1, 1954 160 11,775 | 11,450 feet of 2-inch 


The applications are on file with the Commission and open to public inspection. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 2, 1954, respecting the matters involved and the issues presented by the 
applications. No protest to said applications has been received. 

Applicant proposes to construct and operate distribution facilities in the two 
towns under franchises granted by them. The total estimated cost of the pro- 


posed facilities including the distribution systems is $75,634. to be financed 
from cash on hand. 


The Commission finds: 

(1) Arkansas Louisiana Gas Company (Applicant) is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order adopted January 26, 1943, In the Matter of Arkansas 
Louisiana Gas Company, Docket No. G-252, 3 FPC 910. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Nat- 
ural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
applications and to conform to the requirements, rules, and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv) and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure (18 
CFR 157.20) should attach to the certificates hereinafter issued, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
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struction of facilities authorized by this order shall be completed and in actual 
operation should be fixed at 4 months from the date on which this order issues. 

(6) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 
CFR 1.32 (b)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceeding. 

The Commission orders: 

(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Arkansas Louisiana Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
applications and exhibits appended thereto in this proceeding for the purposes 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) These certificates shall be accepted in writing, and under oath by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (8) (iv) and (5) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificates granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) The certificate issued to Arkansas Louisiana Gas Company in Docket 
No. G-3774 shall be void and of no effect unless and until it obtains a franchise 
to render service in the Town of Wilton, Arkansas. 


Declaration of exemption 
New Jersey Natural Gas Co. 
Docket No. G—4238 
December 10, 1954 


New Jersey Natural Gas Company (Applicant) filed an application on October 
7, 1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a New Jersey corporation, enqneed in the transportation, 
distribution and sale of natural gas in the State of New Jersey. 

(2) Applicant purchases interstate natural gas from Algonquin Gas Trans- 
mission Company, Texas Eastern Transmission Company and Transcontinental 
Gas Pipeline Company, with all deliveries being made within the State of New 
Jersey. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of New Jersey, and all of Applicant’s facilies are located within the said 
State. 

(4) The State Board of Public Utility Commissioners of New Jersey has 
certified to the Federal Power Commission that it has and is exercising regu- 
latory jurisdiction over the rates, service, and facilities of Applicant. 
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Wherefore, the Commission declares, by reason of the foregoing: 




































29 
New Jersey Natural Gas Company is exempt from the provisions of the Natural m 
Gas Act, and the orders, rules and regulations of this Commission issued pursuant of 
thereto. pl 
fi 
Order granting in part and denying in part motions to dismiss proceedings ™ 
-anhandle Eastern Pipe Line Co. ™ 
si 
Docket No. G—2506 pI 
fi 
December 13, 1954 * oe 
This matter is before us at this time on motions to dismiss these rate pro- a 
ceedings. The motions were made at hearings on October 6, 1954, by Com- . 
mission staff counsel and counsel for Michigan Consolidated Gas Company 6 
(Michigan Consolidated) with concurrence, in whole or part, by counsel for 
Michigan Public Service Commission, Public Service Commission of Indiana, ’ 
City of Detroit, Michigan, County of Wayne, Michigan, Ohio Gas Company, ‘ 
Central Indiana Gas Company, Greenfield Gas Company, Indiana Gas Distribu- k 
tion Corporation, Richmond Gas Corporation, Northern Indiana Public Service ‘ 
Company, Kokomo Gas & Fuel Company, Battle Creek Gas Company, Citizens ‘ 
Gas Fuel Company, Michigan Gas Utilities Company, Central Illinois Light 
Company, The Ohio Fuel Gas Company, Missouri Power and Light Company, . 
Missouri Utilities Company, Missouri Edison Company, Missouri Western Gas t 
Company, Central West Utility Company, Citizens Gas Company of Hannibal, and 1 
Bowling Green Gas Company. Various written documents were also filed in 1 
support of the motions. An answer to the motions was filed by Panhandle f 
Eastern Pipe Line Company (Panhandle) on November 5, 1954. ‘ 
On June 30, Panhandle filed 29 tariff sheets’ proposing revisions of its FPC i 
Gas Tariff, Original Volume No. 1, to become effective on August 1, 1954. These ] 
tariff sheets would increase the rates and charges prescribed by us in Opinion ; 
No. 269 and accompanying order issued April 15, 1954, in Docket No. G—1116, 
et al., 13 F. P. C. 53, which were made effective as of May 1, 1954. The increase 
would amount to $12,127,684 annually, based on the 12-month period ending ‘ 
March, 1954, and adjusted for purported “known changes” expected by Pan- 
handle to occur by November 1, 1954. Additionally the tariff sheets would 
materially change Panhandle’s rate structure and form of tariff prescribed by us ) 


in Opinion Nos. 214 and 214—A, issued June 13, and August 23, 1951, In the 
Matter of Panhandle Eastern Pipe Line Company, et al., 10 F. P. C. 185 and 
$22, and continued without substantial change in Opinion No. 269 and in Opinion 
No. 274, In the Matter of- Panhandle Eastern Pipe Line Company, et al., Docket 
No. G-2035, et al., issued July 28, 1954, 13 F. P. C. 301. 

By order issued July 29, 1954, we suspended the 29 revised tariff sheets filed 
by Panhandle until January 1, 1955, unless otherwise ordered by the Commission, 
and until such further time as such filing may be made effective in accordance 
with the provisions of the Natural Gas Act. 

Hearings were held on October 5 and 6, 1954, at which time Panhandle 
presented its case-in-chief pursuant to paragraph (C) of our order issued July 








*EpiTor’s Note: Affirmed 236 F. 2d 606 (CA 8, 1956). 

1Such tariff sheets are designated Original Sheets Nos. 12—A, 12—B, 12—C, 12-D, 12-E, 
12-F, 24—A, 24—B, 33-A and 42-A; First Revised sheets Nos. 26 and 42; and Second 
Revised Sheets Nos. 1, 4, 5, 7, 8, 10, 11, 18, 14, 16, 17, 19, 20, 22, 23, 24 and 25. 
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29, 1954. Panhandle contends in its answer to the motions to dismiss that such 
motions are premature in that it has not yet rested its case. Our examination 
of the record clearly shows, however, that Panhandle has completed its direct 
presentation, that the motions to dismiss are in order at this time, and we so 
find. 

It is well established that when a matter has been fully considered and decided 
by us, it must be regarded as settled unless significant new facts or changed 
conditions and circumstances are presented which would require its recon- 
sideration. We have considered the evidence submitted by Panhandle in these 
proceedings in the light of our Opinion Nos. 214, 214-A, 269 and 274, and we 
find from such examination that Panhandle has failed to show any significant 
changes in conditions, as hereinafter more fully discussed, from those upon 
which said opinions were based to warrant a rehearing and redetermination 
of issues and principles there decided and reasserted here. 

In Opinion No. 269 we allowed 5%% rate of return. Here Panhandle seeks 
6%,%. This claim is not premised on a change of conditions, but is based 
primarily on the reassertion of the same theories rejected by us in Opinion No. 269 
at pages 97 and 98, and more recently in Opinion No. 278, In the Matter of El 
Paso Natural Gas Company, Docket No. G—2018, issued November 26, 1954, 13 
F. P. C. 421. Based on Panhandle’s failure to show new facts or changed 
conditions our prior determination that 5%% represents a reasonable rate of 
return must stand. 

Regarding the item of working capital Panhandle contends that due to recent 
revisions of the Internal Revenue Code, only 3314% of its annual Federal income 
taxes will be available to it for reduction of its working capital allowance. 
This is to be compared with the 75% of income taxes used in Opinion No. 269. 
The record does not permit us to make a final determination on this change 
from Opinion No. 269 at this time. Panhandle, however, further contends that 
working capital should not be reduced even by 3314% of Federal income taxes 
in that this amount is offset by minimum bank balances which it must maintain. 
Panhandle asserts that the exclusion of minimum bank balances from the cal- 
culation of working capital in Opinion No. 269 was a matter of neglect on the 
part of “the person who set up the amounts for the items of working capital” 
in the preparation of the opinion and does not reflect our judgment or decision. 
There is no basis for this assertion. The exclusion of minimum bank balances 
from working capital in Opinion No. 269 represented our considered judgment 
and decision on this issue. Further proof that exclusion of minimum bank 
balances was not an inadvertence is that a similarly claimed item was specifically 
considered and rejected by us in Docket No. G—1996, In the Matter of Michigan- 
Wisconsin Pipe Line Company, Opinion No. 275, issued July 30, 1954, 13 
F. P. C. 326, 364. 

A third item decided in Opinion No. 269, which Panhandle seeks to change 
without showing changed conditions which would warrant a reconsideration of 
this matter, is that of its allocation of cost of service. Panhandle claims that 
allocation of costs by zones is required by the Commission’s Order No. 165, 
effective July 1, 1953. Order No. 165, of course, governs only the nature of 
material to be submitted with rate filings, and in no way represents a de- 
termination of the proper methods of allocation necessary and required in the 
establishment of proper rates and charges. Opinion No. 269 was issued 914 
months after Order No. 165 and our decision respecting allocation of costs was 
in no respect based on the requirements of Order No. 165. 

Panhandle’s allocation further departs from that of Opinion No. 269 in the 
separating of costs between demand and commodity components. The basis on 
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which Panhandle seems to premise its claim for such a change is a study showing 
that labor for compressor station maintenance is a constant cost. From this 
it is contended that the item should not be allocated 100% to the commodity 
component. The conclusion that labor for compressor station maintenance is 
a constant cost, whether true or not, cannot be considered inconsistent with 
Opinion No. 269. On page 106 of Opinion No. 269 we rejected” .. . the theory 
that a cost, once it is determined as constant, or relatively so, must ipso facto 
be classified as a demand or capacity cost.” On page 108 we pointed out that 
“Maintenance of compressor station equipment is related to use,...” The 
fact that labor related to the maintenance might be in itself constant is not 
determinative of the way this cost is to be allocated. Much less is it reason 
for completely departing from the allocation so recently determined by us in 
Opinion No. 269 upon a full consideration of all relevant facts which have not 
changed. 

The principal tariff changes Panhandle proposes are (1) the elimination of 
the concept of separate billing demands for each of the seven months, April 
through October and a single billing demand for the five months November 
through March, (2) the introduction of IND and ILS rate schedules for the 
Sale of gas to utility customers for resale to industrial users, (3) the elimi- 
nation of the heat content adjustment which provides for adjustment of charges 
in the event the heating value of gas delivered by Panhandle is below 975 
Btu or above 1025 Btu, (4) the elimination of penalty provisions for overruns 
of gas during other than the five months of November through March, (5) the 
elimination of the provision of the tariff allowing without penalty contract 
demand overruns of 2% or 100 Mcf, whichever is larger, only if such overruns 
occur on not more than two consecutive days or on not more than five days 
in the same billing month, and (6) the elimination of references in the priority 
of service provision of the tariff to sales under the interruptible rate schedules 
and direct interruptible deliveries. 

These changes constitute major revisions of the plan of Panhandle’s rate 
structure and form of tariff promulgated by us in Opinion Nos. 214 and 214-A, 
and substantially unchanged by us in Opinion No. 269 and the even more 
recent Opinion No. 274. The importance of the provisions Panhandle seeks to 
change, our previous determination respecting such issues and the changes 
proposed by Panhandle have been fully considered. 

In Opinion No. 214 we said that the very purpose of the billing arrangement 
promulgated therein was to avoid the discriminatory impact of applying to 
customers of widely varying load factors a demand charge, fixed in relation 
to peak-day demands and billed throughout each month of the year, 10 FPC 
185, 196. Yet in these proceedings, based upon substantially the same facts 
and circumstances, and without other justification Panhandle seeks to introduce 
just such a plan. 

Panhandle states that the purpose of the IND and ILS rate schedules, and 
the determination of the rates thereunder, is to fix the price of gas sold for 
resale for industrial use on the basis of competitive fuel costs. The pricing 
of such gas for resale solely on the basis of competitive fuel costs is a new 
and novel approach which would substantially alter Panhandle’s rate structure 
and for which there has been no justification. 

Elimination of the heat content adjustment would remove from the tariff 
a provision for assuring deliveries of gas of a Btu content reasonably above 
the minimum permissible under the tariff. Additionally, the provision provides 
a means for compensating customers who must purchase increased volumes 
of gas due to Panhandle’s delivery of gas at the lower permissible Btu values, 
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as well as compensating Panhandle when its deliveries are of high Btu. Pan- 
handle’s contention that the adjustment provision is unnecessary solely because 
it now serves gas of the same Btu to all customers is neither supported by 
the record, nor is it sufficient reason for the cancellation. 

The penalty provisions for overruns during other than the five months, No- 
vember through March, are an integral part of the protection of deliveries 
to Michigan Gas Storage Company sought by Panhandle and Michigan Gas 
Storage Company in the proceedings prior to Opinion No. 214 and 214-A, 10 
fPC at 193-194. In fact, in Opinion No. 214 we specifically rejected a plan 
which would have permitted customers to take up to their winter contract de 
mands during summer months, and hence would not have provided protection 
for the storage deliveries, 10 FPC at 196. There is no showing which would 
warrant a review of this determination. 

The portion of the allowable overrun provisions which Panhandle proposes 
to delete was designed to prevent continuous recurrences of permissible over- 
runs of contract demands, thus giving the effect of an increased contract 
demand. Such a proposed change without justification does not warrant 
reconsideration. 

Changes in provisions for priority of service have been rejected by us recently 
in Opinion No. 274. 

Despite the far-reaching effects.of these proposed tariff changes, Panhandle 
has failed to support these changes with other than general allegations, to a 
great extent not even covered by the testimony of any witness. There have 
been no details of experience under the tariff which would warrant or justify 
the changes, nor has Panhandle attempted to show that the proposed changes 
would eliminate the evils it alleges to exist, or that the result of the changes 
would be just and reasonable. While we do not take the position that a form 
of tariff once promulgated by us cannot be changed where facts and circum- 
stances warrant, such changes must be supported by substantial evidence of 
significant facts and circumstances which would warrant our reconsideration. 
Mere allegations are insufficient. 

For the reasons discussed above, we find that the motions to dismiss should 
be granted insofar as they relate to the issues of rate of return, working cap- 
ital, allocation of cost of service and changes in rate structure and form of 
tariff. With regard to the other matters raised by the motions to dismiss, 
the record at this stage of the proceedings does not warrant dismissal or their 
elimination from consideration in the determination of Panhandle’s rates. 

Since all of the 29 tariff sheets filed by Panhandle reflect in some part the 
excluded items of cost, they must be denied effect unless revised to eliminate the 
effect of the excluded items. We, therefore, are providing that the tariff sheets 
as filed shall be and remain without further force or effect unless and until 
Panhandle files substitute tariff sheets deleting the changes in rate structure 
and form of tariff, and containing rates no higher than those computed by elimi- 
nating the effect of the unsupported changes in rate of return, working capital, 
and allocation, and the disallowance of the IND and ILS rate schedules. Such 
substitute tariff sheets shall be accompanied by supporting computations, and if 
found by us to be consistent with the provisions of this order shall be permitted 
to be substituted for the disallowed tariff sheets, and shall take the same date of 
suspension as the disallowed tariff sheets. 

The Commission finds: 

(1) Panhandle’s application in Docket No. G-2506 should be dismissed as to 
the issues of rate of return, the inclusion of minimum bank balances in working 
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capital, the allocation of its cost of service, and its proposed changes in rate 
structure and form of tariff, all as more fully discussed hereinbefore. 

(2) Panhandle’s proposed rate increase and rate structure and form of tariff 
changes should be disallowed to the extent represented by the dismissal of the 
items referred to in Finding (1) above, and Original Sheets Nos. 12—A, 12-B, 
12-C, 12-D, 12-E, 12-F, 24-A, 24-B, 33—A and 42-A; First Revised Sheets Nos. 
26 and 42; and Second Revised Sheets Nos. 1, 4, 5, 7, 8, 10, 11, 18, 14, 16, 17, 19, 
20, 22, 23, 24, and 25 should be disallowed. 

(3) Panhandle should be permitted to file substitute Second Revised Sheets 
Nos. 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 16, 17, 19, 20, 22, 23, 24, and 25 in place of the 
sheets of the same designation referred to in Finding (2) above. Such sub- 
stitute tariff sheets shall eliminate the effect of the rate structure and form of 
tariff changes and shall contain rates no higher than those computed by the 
exclusion from its presentation herein of the effect of the items referred to in 
Finding (1) above. 

The Commission orders: 

(A) Panhandle’s application for a rate increase and changes in its rate 
structure and form of tariff be and the same is hereby dismissed as to the 
issues of rate of return, the inclusion of minimum bank balances in working 
capital, the allocation for its cost of service, and its proposed changes in rate 
structure and form of tariff all as more fully discussed hereinbefore. 

(B) Panhandle’s proposed rate increase and change in rate structure and form 
of tariff be and the same hereby are disallowed to the extent represented by the 
dismissal of items in Paragraph (A) above, and the tariff sheets enumerated 
in Finding (2) above be and the same are hereby disallowed. 

(C) Panhandle may within 45 days from the date of issuance of this order 
file the substitute tariff sheets enumerated in Finding (3) above. Such filing is 
to be accompanied by substitute statements consistent with the form provided by 
Section 154.63 (b) (3) of the Commission’s General Rules and Regulations in 
support of the level of rates contained in the substitute tariff sheets. 

(D) Upon condition that the substitute tariff sheets permitted to be filed by 
Paragraph (C) above are determined by the Commission to be consistent with 
the terms and conditions of this order, such tariff sheets shall be accepted for 
filing in lieu of the corresponding tariff sheets disallowed and shall be permitted 
to take the same date of suspension as the disallowed tariff sheets. 

(E) Nothing herein is to be construed as a determination of the merits of any 
issue that has arisen in these proceedings other than those issues dismissed 
in Paragraph (A) above. 


Order terminating authorization to transmit electric energy to Mexico and 
Presidential Permit 


Lon P. Piper, Guerrero-Zapata Bridge Co. and Central Power and Light Co. 
Docket No. IT-5381 


December 14, 1954 


By order of February 16, 1943, 3 F. P. C. 923, this Commission, pursuant to 
Section 202 (e) of the Federal Power Act, authorized the Guerrero-Zapata 
Bridge Company and Central Power and Light Company to transmit electric 
energy in an amount not to exceed 6,000 kilowatt-hours per year at a rate not 
in excess of 3 kilowatts from the United States to Mexico at the international 
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bridge between Zapata, Texas, and Guerrero, Tamaulipas, Mexico, for use in 
the Mexican Custom House in connection with the operation of the international 
bridge. This authorization superseded one previously granted to Lon P. Piper. 

Concurrently with the order of February 16, 1943, there was released to the 
Bridge Company a Presidential Permit signed by the President of the United 
States on October 21, 1942, covering the facilities used in the aforementioned 
transmission of electric energy from the United States to Mexico. 

By letter of February 23, 1954, Central Power and Light Company stated 
that the international bridge at Zapata was inundated in connection with the 
Falcon Dam Project, and that delivery of electric power and energy for expor- 
tation at such point was discontinued on September 3, 1953. By letters of 
March 26, 1954, and May 5, 1954, the Guerrero-Zapata Bridge Company was 
requested to advise this Commission whether it wished to surrender the Presi- 
dential Permit, but no answer has been received from the Bridge Company. 

The Commission finds: 

It is appropriate for the purposes of the Federal Power Act and Executive 
Order 10485, dated September 3, 1953, that the authorization to export electric 
energy granted by order of February 16, 1943, be terminated and the Presidential 
Permit signed by the President of the United States on October 21, 1942, be 
revoked. 

The Commission orders: 

The export authorization and the Presidential Permit referred to above be 
and the same are hereby terminated and revoked. 


Order denying intervention 
Tennessee Production Co.; Tennessee Gas Transmission Co. 
Docket Nos. G—2648, G—4227; G-—4226 
December 16, 1954 


Tennessee Gas Transmission Company (Tennessee Transmission), a Delaware 
corporation having its principal place of business at Houston, Texas, filed appli- 
eation on October 8, 1954, in Docket No. G-4226 for authorization pursuant to 
Section 7 of the Natural Gas Act to acquire and operate the facilities and 
service of Tennessee Production Company, subject to the jurisdiction of the 
Commission, as described in the application on file with the Commission and 
open to public inspection. The acquisition is proposed to be accomplished by 
means of a corporate merger of Tennessee Production Company with and into 
Tennessee Transmission with Tennessee Gas Transmission Company as the 
surviving corporation. Concurrently, Tennessee Production Company (Tennessee 
Production), a Delaware corporation having its principal place of business 
at Houston, Texas, filed an application in Docket No. G-—4227 joining in the 
application of Tennessee Transmission and requesting authorization to discon- 
tinue and abandon its natural gas sales and service, subject to the jurisdiction 
of the Commission, pursuant to Section 7 of the Natural Gas Act as described 
in its applications in Docket Nos. G-4227 and G—2648.* 


1 Tennessee Production filed for itself, and for other natural gas producers, an applica- 
tion on August 31, 1954, which was supplemented on September 10, 15, and 17, 1954, in 
Docket No. G—2648 for authorization pursuant to Section 7 of the Natural Gas Act to sell 
natural gas for resale in interstate commerce as described in the application on file with 
the Commission, and open to public inspection. By its order issued November 17, 1954, 
the Commission consolidated these proceedings for the purpose of a hearing. 
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A petition to intervene in opposition to the proposed acquisition and merger 
was filed on November 29, 1954, by Otis H. Ellis for himself and for his minor 
daughter, Leslie A. Ellis (Petitioners), as the holders of 300 shares and 55 
shares respectively, or as the owners of a total of 355 shares, of the common 
stock of Tennessee Production. There are presently outstanding 2,733,330 shares 
of common stock of Tennessee Production. 

The proposed acquisition by merger involved in these proceedings was author- 
ized by the common stockholders of Tennessee Production at a meeting held 
on October 6, 1954. The applications herein show that at that meeting, 89.9 
per cent of the common stock was voted with 89.6 per cent voting in favor of 
merger. The proposed merger was also authorized by the common and preferred 
stockholders of Tennessee Transmission at a meeting held on October 6, 1954. 
At that meeting, 75 per cent of the common stock was voted with 74.8 per cent 
voting in favor of the merger. 77.9 per cent of the preferred stock was voted 
with 77.9 per cent voting in favor of merger. 

It is contended by Petitioners that had other stockholders of Tennessee Pro- 
duction been adequately informed rather than misinformed by information ten- 
dered them as stockholders, they (other than Tennessee Transmission as a 
stockholder of Tennessee Production) would not have voted in favor of the 
proposed merger. However that may be, we have received no petition from such 
other stockholders. 

Petitioners voted in opposition to the proposed merger. Thus it appears that 
they were not misled by the information tendered them as stockholders. 

The Commission finds: 

Petitioners have not shown that their participation in these proceedings may 
be in the public interest. 

The Commission orders: 

The aforesaid petition to intervene in these proceedings be and the same hereby 
is denied. 


Order No. 174-B 


Order amending order prescribing regulations governing the filing of rate sched- 
ules and applications for certificates of public convenience and necessity by 
producers and gatherers of natural gas which are also natural gas companies, 
waiving accounting requirements, and relating to automatic escalation and 
favored nation clauses in contracts for the sale of natural gas by swch pro- 
ducers and gatherers 


Compliance by natural-gas producers and gatherers with certificate and rate 
requirements; consideration of the desirability of rules concerning automatic 
escalation and favored nation clauses in contracts by interstate natural-gas 
companies with producing companies 


Docket Nos. R-138, R-137 
December 17, 1954 


DOCKET NO. R-138 


1. By Order No. 174-A (superseding Order No. 174) issued August 6, 1954, 
13 F. P. C. 1255, the Commission amended Part 154—Rate Schedules and Tar- 
iffs, and Part 157—Applications for Certificates of Public Convenience and 
Necessity, Subchapter E—Regulations under the Natural Gas Act, Chapter I, 
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Title 18, Code of Federal Regulations, by prescribing regulations governing the 
filing of rate schedules and applications for certificates of public convenience 
and necessity by persons engaged in the production and gathering of natural 
gas and held by the Supreme Court to be subject to all the requirements of 
the Natural Gas Act in Phillips Petroleum Company v. Wisconsin, et al., 347 
U. S. 672. 

2. Numerous petitions for rehearing were filed and rehearing of Order No. 
174-A was granted by order issued September 8, 1954 (19 F. R. 5952) for the 
purpose of receiving briefs and arguments in order that the Commission might 
determine whether to revoke, rescind or modify that order in any respect. 
Briefs and comments were filed and oral argument thereon was had on Sep 
tember 22 and 23, 1954. As a consequence, Order No. 174-A was modified by 
order issued September 24, 1954, 13 F. P. C. 1410, by which the filing dates pre- 
scribed in that order for some purposes were extended from October 1 to De- 
cember 1, 1954. At the same time a clarifying change was made in the third 
paragraph of Section 154.94. 

3. Upon consideration of the briefs and arguments made herein together 
with the experience gained in its operations to date under the existing pro- 
visions of Order No. 174-A, the Commission is of the opinion that it is necessary 
and desirable in the public interest and for its own convenience that those 
portions of its General Rules and Regulations embodied in Order No. 174-A be 
further amended to read as set out below. 

4. Many of the petitions for rehearing, although objecting to the lack of 
notice when the rules were originally adopted, recommended changes which 
would be of a distinctively substantive nature. Substantive rules, however, do 
not appear desirable in connection with the filings with which these rules are 
concerned and it is the intention of the Commission to relate these rules strictly 
to procedural matters. A number of petitions for rehearing urge that the Com- 
mission redefine independent producers so as to make more precise the appli- 
eability of the statute and rules to those persons brought within the scope of 
the Act by the decision of the United States Supreme Court in Phillips Petro- 
leum Company v. Wisconsin, et al., 347 U. S. 672. We recognize the desirability 
for clarification of jurisdiction in the light of the Phillips decision. This is of 
serious concern to many independent producers and clarification is desirable not 
only to prevent unnecessary filings, but to assist those persons having honest 
doubt as to whether they come under statute. We have no desire to extend 
our jurisdiction beyond statutory limits. This problem is substantive and not 
procedural and cannot be dealt with here. Hearings are scheduled and will be 
concluded at the earliest practicable time in order to facilitate prompt determi- 
nation of jurisdictional questions. 

5. Some of the petitions urged that the regulations be amended to relieve 
small producers from the requirements of the statute. The Act does not pro- 
vide for exemptions from its requirements, but the regulations for producers 
are herein revised in Sections 154.91, 154.92, 154.94 and 157.23 to further simplify 
the filings by small producers. 

6. It was also urged that the Commission limit the applicability of the Act 
to those operators selling gas in interstate commerce after processing or gather- 
ing and acting for other working interests. The rules are here revised by the 
addition of a paragraph in Section 154.91 under which operators may file in 
those situations where the purposes of the statute as to certificate requirements 
and rate fixing may be made fully effective, without calling for separate filings 
by those having working interests, although such interests may also file if they 
care to do so. It is expected that by this paragraph a large number of parties 
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having working interests may be relieved of the filing requirements, although, 
of course, they are not and cannot be exempted from the statute, if, by reason 
of their activities, they come within its terms. 

7. The map required in Section 157.25 as an exhibit in support of a certifiate 
application is not intended to be a topographic survey map but a general 
sketch. A further exhibit is also required as set forth in paragraph 10 below. 

8. The statement in the rules with respect to the abandonment of service has 
been misconstrued and for that reason is being revised to quote Section 7 (b) 
of the Act. A proviso is added, however, that nothing in the rules shall be 
construed as interfering with or intended to interfere with or prevent compli- 
ance by a natural-gas company with valid conservation orders of a State agency 
relating to the production of natural gas. 

9. There has been some confusion as to the notices or copies to be furnished 
to State commissions and the references hereto in the rules are eliminated. 
Other minor revisions of a technical or clarifying nature are also made in 
some of the sections below. 


DOCKET NO. R-137 


10. In Docket No. R-137 the Commission has under consideration the de- 
sirability of adopting rules within the terms of the Natural Gas Act either in 
connection with the issuance of certificates of public convenience and necessity 
whereby contracts between producers and interstate pipe-line companies con- 
taining automatic escalation and favored nation clauses would be declared not 
to be admissible as evidence of gas supply, or in connection with rate-making 
whereby increased payments made under escalation provisions but having no 
relation to additional or improved service or gas supplies to an interstate trans- 
porter could be disallowed, or in some other connection whereby effective action 
ean be taken in the premises pursuant to the terms of the Act. 

11. General public notice of proposed rule-making in Docket No. R-137 was 
given by publication in the Federal Register on May 13, 1954 (19 F. R. 2768) 
and mailing notices to interested parties, including State and Federal regula- 
tory agencies. This notice invited data, views, comments, and suggestions con- 
cerning the contract provisions mentioned and set oral arguments thereon for 
September 9, 1954. By notice similarly published on July 22, 1954 (19 FR 4543) 
the date for oral argument was continued to November 4, and the argument 
was heard on November 4 and 5, 1954. 

12. Views, comments and suggestions were filed by numerous persons, in- 
cluding the representatives of State regulatory agencies, companies engaged in 
local distribution of natural gas, interstate pipe-line companies, and independent 
producers and gatherers. Representatives of all these diverse interests took 
part in the oral argument. 

13. As a result of the representations submitted both orally and in writing in 
Docket No. R-137 and in view of the desirability of clarifying the showing to be 
made in this connection by natural-gas companies seeking certificates of public 
convenience and necessity, the contracts of sale are hereinafter required as an 
exhibit in support of an application under Sections 157.24 and 157.25 for a 
certificate of public convenience and necessity. Escalation clauses of the type 
referred to in Section 157.25, Exhibit B, below, in the sales contracts of inde- 
pendent producers so submitted should not be considered in support of any ap- 
plication nor given effect by the Commission. 

Upon further consideration of the matter, the Commission finds: 
(1) Sections 154.91, 154.92, 154.94, 154.95, 154.97, 154.98, 157.28, 157.24, 157.25 


and 157.28 of the Regulations under the Natural Gas Act prescribed by Order 
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No. 174-A, as amended by the order issued September 24, 1954 herein, should 
be further revised for the reasons and in the manner set forth above. 

(2) Adoption and promulgation of the proposed revisions are necessary and 
appropriate to carry out the provisions of the Natural Gas Act. 

(3) For convenience, it is appropriate that those sections of Order No. 174-A 
which are not revised hereby be published together with the revised sections re- 
ferred to above and that the order as so revised be designated as Order No. 
174-B. 

(4) The points and issues raised by the petitions for rehearing which are not 
covered by the revisions hereinafter made should be denied. 

(5) From the circumstances referred to in the recitals above set forth, it ap- 
pears that good cause exists for immediate issuance of the following regulations 
and it is unnecessary in the public interest that notice or further public pro- 
ceedings be had prior to the adoption of such revised Regulations. 

(6) Upon full consideration of the representations made in Docket No. R-137, 
escalation clauses of the types referred to in Section 157.25, Exhibit B, below are 
not in the public interest and such clauses will not be considered as evidence in 
support of any application for a certificate of public convenience and necessity 
or for other purposes nor given effect by the Commission. 

(7) Further proceedings in Docket No. R-137 are not necessary. 

The Commission, acting pursuant to the authority granted by the Natural 
Gas Act, particularly Sections 4, 7 and 16 thereof (52 Stat. 822, 824, 830; 15 
U. S. C. 717, T17f and 7170), and subject to the provisions of Sections 3 and 4 
of the Administrative Procedure Act (60 Stat. 238; 5 U. S. C. 1002, 1003), orders: 

(A) Part 154—Rate Schedule and Tariffs—of Subchapter E, Regulations 
under the Natural Gas Act, Chapter I of Title 18, Code of Federal Regulations, 
is amended by adding thereto new sections reading as follows: 

§ 154.91 Applicability—(a) An “independent producer” as that term is used 
in this Part means any person as defined in the Natural Gas Act who is engaged 
in the production or gathering of natural gas and who transports natural gas 
in interstate commerce or sells natural gas in interstate commerce for resale, 
but who is not primarily engaged in the operation of an interstate pipeline. 

(b) The filings with regard to all sales required under § 154.92, § 154.94 and 
§ 157.23 may be made by (1) an operator of one or more wells under co-owner- 
ship, (2) an operator where a group of producers are unitized for production 
and sale, or (3) an operator of a plant processing natural gas and located in the 
producing area of the gas which it processes and the payments by such operator 
to the producers represent a percentage of the proceeds of the sale thereof by 
the operator. Where filings are made by an operator under this paragraph, 
the parties to the operating arrangement, and those producers who sell to the 
processing plant described in clause (3) herein, need not file hereunder. When 
a filing is made by an operator under clauses (1) or (2) herein, he shall submit 
therewith (i) a list of all persons having working interests involved in the sale 
of natural gas covered by his filing, (ii) a list of the parties to the operating ar- 
rangement, and (iii) a statement of their percentage of their interests. When 
a filing is made under clause (3) herein, the operator shall file a list of the 
producers from whom the natural gas is purchased, showing the percentage re- 
ceived by each from the sales. The operator filing hereunder shall submit every 
twelve months thereafter a statement showing any changes in the several respects 
since the list was previously submitted. 

§ 154.92 Filing of Rate Schedules by Independent Producer—(a) Every in- 
dependent producer who, on or since June 7, 1954, has engaged in the interstate 
transportation or sale of natural gas subject to the jurisdiction of the Commis- 
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sion shall on or before December 1, 1954, file with the Commission rate schedules, 
as defined in Section 154.93 hereof, setting forth the terms and conditions of 
service and all rates and charges for such transportation or sale effective on 
June 7, 1954. To each such rate schedule there shall be attached a statement 
showing actual billing for a recent month in sufficient detail to show how the 
billing amount is determined. 

(b) Every independent producer who, subsequent to the effective date of these 
rules, proposes to initiate an interstate transportation or sale of natural gas sub- 
ject to the jurisdiction of the Commission to an existing or new customer shall 
file with the Commission not less than 30 days nor more than 90 days prior to the 
date such transportation or sale is proposed to be initiated a rate schedule, as 
defined in Section 154.93 hereof, setting forth the terms and conditions of service 
and all rates and charges for such transportation or sale. To each such rate 
schedule there shall be attached a statement showing estimated sales and billing 
for the first month of service, in sufficient detail to show method of billing and 
prices used. The statement shall also give the proposed date of commencement 
of service. A complete copy of all material shall be furnished to each purchaser 
under the rate schedule. With each such filing there shall be submitted a list of 
parties to whom such material has been mailed. 

(c) Every independent producer who transports or sells less than 100,000 Mcf 
annually of natural gas subject to the jurisdiction of the Commission may, in 
lieu of the requirements of paragraphs (a) and (b) of this Section file a state- 
ment showing (1) the approximate annual volume involved, (2) the rate charged 
therefor, (3) the name of the purchaser, and (4) the geographical location 
(field, county, and State) at which delivery is made. 

§ 154.93 Rate Schedule Defined.—For the purpose of Sections 154.92 through 
154.101 hereof “Rate Schedule” shall mean the basic contract and all supplements 
or agreements amendatory thereof, effective and applicable on and after June 7, 
1954, showing the service to be provided and the rates and charges, terms, con- 
ditions, classifications, practices, rules and regulations affecting or relating to 
such rates or charges, applicable to the transportation of natural gas in inter- 
state commerce or the sale of natural gas in interstate commerce for resale sub- 
ject to the jurisdiction of the Commission. 

§ 154.94 Changes in Rate Schedules.—(a) No change shall be made in any 
rate, charge, or service in effect on and after June 7, 1954, for the interstate 
transportation or sale of natural gas in interstate commerce subject to the juris- 
diction of the Commission by any independent producer required to file rate 
schedules pursuant to Section 154.92 hereof, without first filing a change in rates 
pursuant to Section 4 (d) of the Natural Gas Act and in accordance with this 
section. 

(b) Every change in any rate schedule, rate, charge, classification or service 
effective or applicable to a sale subject to the jurisdiction of the Commission 
as of June 7, 1954, and on file with the Commission, or required to be filed 
pursuant to Section 154.92, or in any rate schedule, rate, charge, classification 
or service effective or applicable to a sale subject to the jurisdiction of the 
Commission initiated subsequent to June 7, 1954, on file with the Commission, 
or required to be filed with the Commission pursuant to Section 154.92 shall 
be filed with the Commission in duplicate not less than 30 days nor more than 
90 days prior to the date such change in rate schedule is proposed to be 
made effective. 

(c) The operation of any provision of the rate schedule providing for future 
or periodic changes in the rate, charge, classification, or service after June 
7, 1954, or the operation of any like provision in any initial rate schedule filed 
after June 7, 1954, shall constitute a change in rate schedule. 
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(d) Any change in any rate schedule, rate, charge, classification, or service 
provided in a rate schedule in effect on June 7, 1954, which by the terms of 
said rate schedule is to be operative after June 7, 1954 and prior to September 
15, 1954, may be filed on less than thirty days’ prior notice, subject nevertheless 
to the right of the Commission to suspend any such proposed change, if the 
Commission in any case shall, within thirty days after the date of filing, find 
it necessary to suspend such proposed change. If any such proposed change 
is suspended, the suspension period will begin with the designated effective 
date of such change. 

(e) With each change in rate schedule there shall be submitted reasons, 
nature, and basis for the proposed change, and the following information and 
data: (i) the date on which such filing is proposed to be made effective; (ii) 
a comparative statement of sales made and revenues therefrom by months 
under the then effective rate schedule and under the proposed changed rate 
schedule, or rate, charge, classification or service contained therein for the 12 
months immediately preceding and for the 12 months immediately succeeding 
the proposed effective date of the rate schedule tendered for filing. Actual 
data shall be used wherever possible and any estimates shall be so designated 
and explained. The statement shall be subdivided by customers and delivery 
points when more than one is involved. 

(f) If the proposed change in a rate schedule will result in an increase in a 
rate or charge, there shall also be submitted a full statement in support of 
such increase. A complete copy of all material shall be furnished to each party 
to the rate schedule. With each such filing there shall be submitted a list of the 
parties to whom such material has been mailed. 

(zg) Every independent producer who transports or sells less than 100,000 
Mcf annually of natural gas subject to the jurisdiction of the Commission may, 
in lieu of the requirements of the foregoing paragraphs in this Section, file a 
statement showing (1) the approximate annual volume involved; (2) the rate 
charged therefor; (3) the name of the purchaser; and (4) the geographical lo- 
cation (field, county and State) at which delivery is made. 

§ 154.95 Oral Agreements.—If any rate schedule or change in a rate schedule 
is not in writing, its terms shall be reduced to writing and filed with the Com- 
mission. If the parties are not able to agree to the precise terms within a 
reasonable time, the applicant shall file, in duplicate, a statement of his under- 
standing of the agreement, serving a copy thereof on the other parties to the 
agreement. Such other parties, in the latter event, may subsequently file, in 
duplicate, their understanding of the agreement. 

$154.96 Filing Date——Filing date means the day on which a rate schedule, or 
a change in rate schedule, is received in the office of the Secretary of the Com- 
mission in compliance with the requirements of Sections 154.92 through 154.99 
of these Regulations. 

§ 154.97 Cancellation or Termination—When a rate schedule or part thereof 
is proposed to be cancelled or is to terminate by its own terms and no new 
rate schedule or part thereof is to be filed in its place, the filing company shall 
notify the Commission of the proposed cancellation or termination at least 30 
days prior to the proposed effective date of such cancellation or termination. 
With such notice the company shall submit a statement showing the reasons for 
the cancellation or termination and a certification that such notice of cancellation 
or termination has been served on the affected party or parties, together with 
names of parties to whom the notice has been mailed. 

§ 154.98 Waiver of Notice Requirements.—Upon application and for good 
cause shown, the Commission may by order provide that a rate schedule or a 
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change in rate schedule shall be effective on less than 30 days’ notice. The Com- 
mission upon request and for good cause shown may permit a rate schedule or a 
change in rate schedule to be filed prior to 90 days before the effective date. 

§ 154.99 Number of Copies.—Two copies of any rate schedule or part thereof, 
and material required by Section 154.95 to be filed therewith, and Notices of 
Cancellation or Termination submitted for filing, must be supplied to the Com- 
mission. The Commission reserves the right to request additional copies. All 
copies are to be included in a single package, insofar as possible, together with 
a letter of transmittal and other material and information required by these 
rules, addressed to the Secretary of the Federal Power Commission, Washington 
25, D. C. 

Such letter of transmittal shall contain a complete list of all material being 
filed, properly designated so that each item is easily identifiable. 

§ 154.100 Rejection of Rate Schedules and Material Submitted for Filing.— 
The Commission reserves the right to reject any rate schedule or material sub- 
mitted for filing which fails to comply with the requirements of Sections 154.92 
through 154.99. 

§ 154.101 Acceptance for Filing not Approval.—Acceptance for filing of any 
rate schedule or part thereof, or of a Notice of Cancellation or Termination, is 
not to be construed as approval by the Commission, nor to serve in lieu of any 
requirements under Section 7 of the Natural Gas Act. 

§ 154.102 Applicability of Sections 154.92 through 154.101—Sections 154.92 
through 154.101 hereof shall be applicable only to those persons specified in Sec- 
tion 154.91 hereof. 

(B) Part 157—Applications for Certificates of Public Convenience and 
Necessity under Section 7 of the Natural Gas Act, as amended, Subchapter BE, 
Regulations under the Natural Gas Act, Chapter I of Title 18, Code of Federal 
Regulations, is amended by adding thereto new sections reading as follows: 

§ 157.23 Applications for Certificates of Public Convenience and Necessity 
by Independent Producer.—(a) Every independent producer of natural gas as 
that term is defined in Section 154.91 who, on or since June 7, 1954, has 
engaged in the interstate transportation or sale of natural gas subject to the 
jurisdiction of the Commission, and who has not heretofore obtained from the 
Commission a certificate of public convenience and necessity pursuant to Sec- 
tion 7 of the Natural Gas Act, as amended, shall, on or before December 1, 
1954, file with the Commission an application (original and 14 copies) in ac- 
cordance with Sections 157.24 through 157.27. Independent producers whose 
sales of natural gas subject to the jurisdiction of the Commission amount in 
the aggregate to less than 1,000,000 Mcf annually, may, in lieu of the fore- 
going, file by December 1, 1954 an application (original and five copies) con- 
taining the information called for by the attached Exhibit A. Pending action 
by the Commission on an application hereunder, the service for which authoriza- 
tion is sought shall be continued. 

(b) No independent producer of natural gas shall, subsequent to the issuance 
of these rules, engage in any new service with respect to the transportation 
of natural gas in interstate commerce or sale of such natural gas for resale in 
interstate commerce subject to the jurisdiction of the Commission without 
approval of the Commission, evidenced by a certificate of public convenience 
and necessity authorizing such transportation or sale upon application 
(original and 14 copies) pursuant to Sections 157.24 through 157.27. Independent 
producers whose sales of natural gas subject to the jurisdiction of the Com- 
mission will amount in the aggregate to less than 1,000,000 Mcf annually may, 
in lieu of the foregoing, file an application (original and five copies) containing 
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the information called for by the attached Exhibit A. Where the economic 
feasibility of a new pipe line or important extension or expansion of an 
existing pipe line depends upon proof of an adequate gas supply, all related 
applications necessary to effectuate the service shall be filed within time to 
enable the Commission to consider all related matters concurrently. 

(c) Filings hereunder may be made by an operator as provided in § 154.91 
hereof. 

§ 157.24 Contents of applications—(a) Every application for a certificate 
of public convenience and necessity required under § 157.23 hereof shall be filed 
with the Commission and shall set forth in the order indicated the following: 

(1) The exact legal name of the applicant; if the applicant is a corporation, 
the State or territory under the laws of which the applicant is organized, the 
location of applicant’s principal place of business, and the names of all States 
where applicant is authorized to do business. 

(2) The same data required by paragraph (1) of this section with respect 
to any predecessor in interest of the applicant bona fide engaged in the trans- 
portation or sale of natural gas subject to the jurisdiction of the Commission 
on June 7, 1954. 

(3) The name, title, and post office address of the person to whom cor- 
respondence or communications in regard to the application is to be addressed. 
Unless advised to the contrary, the Commission will serve all notices, orders, 
and other papers, service of which is required, upon the person so named. 

(4) A statement of pertinent facts showing that applicant or a predecessor 
in interest of applicant was a natural-gas company within the meaning of 
the Natural Gas Act and was bona fide engaged in transportation of natural 
gas in interstate commerce or sale of natural gas in interstate commerce for 
resale on June 7, 1954, or upon commencement of the proposed transporta- 
tion or sale of natural gas would be a natural-gas company. Without limitation 
upon the requirements of this paragraph, such statement shall include a showing 
of: 

(i) The sources of the gas (a) produced by applicant or predecessor and (b) 
purchased by applicant or predecessor. In case of gas produced, give the approx- 
imate location of the fields and the points of delivery, and in the case of gas 
purchased, the names of the sellers and points of delivery. 

(ii) The route or routes of the pipe lines over which such transportation or 
sale of natural gas was or will be accomplished. 

(iii) Any communities served on June 7, 1954 or proposed to be served (a) 
at wholesale or (b) at retail. 

(iv) The names of, and points of delivery to, any main line industrial cus- 
tomers (i. e., not located within communities under (iii) above) purchasing or 
proposing to purchase 25,000 Mcf or more per year. Such main line industrial 
customers purchasing 100,000 Mcf or more per year, shall be given the identifying 
designations I-1, I-2, etc., which designations shall be used in lieu of names on 
Exhibit A of the application. 

(v) Any major appurtenant properties and facilities, such as compressor sta- 
tions, gasoline plants, dehydration plants, purification plants, and gas storage 
projects. 

(b) Any information required which is already on file with the Commission 
may be incorporated by reference. If an applicant is unable to secure required 
information in time for filing with his application, a statement setting forth the 
reasons for his failure to file the missing information should be submitted with a 
request for further time, which may be granted up to 90 days. 

§ 157.25 Necessary erhibits.—There shall be filed with the application as a 
part thereof the following exhibits: 
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Eohibit A. Map. Wach applicant under Section 157.24 shall file as a part of his 
application a general map or sketch of applicant’s facilities for the production, 
transportation, or sale of natural gas as Exhibit A. The map need be only of 
sufficient scale and in sufficient detail to show the general geographical location 
of the properties. 

(a) The location of gas fields from which gas is or will be produced by appli- 
eant or affiliated companies or at which gas is or will be purchased by applicant. 

(b) The location of applicant’s principal pipe lines and the diameters thereof. 

(c) The points of connection with the facilities or pipe-line systems of other 
companies. 

(d) The designation of points of delivery of gas to applicant’s system. 

(e) The communities served or proposed to be served at wholesale and at 
retail, indicating wholesale by a small square and retail by a small circle. 

(f) The designation of points of delivery of gas from applicant’s system, in- 
eluding points of delivery to main line industrial customers purchasing 100,000 
Mcf or more per year. Such main line industrial customers are to be designated 
I-1, I-2, etc., as indicated in § 157.24 (a) (4) (iv). 

Exhibit B. Contracts. Conformed copy of each contract for sale or transpor- 
tation of gas for which a certificate is request: Provided, however, That 
contracts on file with the Commission in other proceedings may be included by 
reference as heretofore provided in § 157.24 (b); and provided further, That, 
acceptance of contracts hereunder shall not be construed as approval of the 
rates therein contained under Part 154 hereof or under the Natural Gas Act. 
Escalation clauses in contracts submitted hereunder on or after May 1, 1955 will 
not be considered in support of any certificate application or otherwise given 
effect by the Commission if under such clauses: (a) provision is made for ad- 
justment of the price of the seller by reason of changes in the prices received 
by the purchaser upon resale; or (b) if provision is made for adjustment of the 
price of the seller by reason of the payment of higher prices by other purchasers 
in the same or other producing areas. 

§ 157.26 Form of filing.—An application under § 157.24 and § 157.25 shall be in 
compliance with § 1.15 and § 1.17 of this chapter, and in addition the original of 
the application (which shall include the originals of all exhibits accompanying 
said application) shall be verified under oath by a person having knowledge of 
the matters therein set forth. 

§ 157.27 Other information.—The applicant may be required to furnish such 
additional information as the Commission may deem pertinent. 

§ 157.28 Abandonment of Service.—No independent producer as herein defined 
shall abandon all or any portion of its facilities subject to the jurisdiction of the 
Commission, or any service rendered by means of such facilities, without the 
permission and approval of the Commission first had and obtained, after due 
hearing, and a finding by the Commission that the available supply of natural 
gas is depleted to the extent that the continuance of service is unwarranted, or 
that the present or future public convenience or necessity permit such abandon- 
ment. Provided, however, That nothing herein shall be construed as interfering 
or as intended to interfere with or to prevent compliance by a natural-gas com- 
pany with valid conservation orders of a State agency relating to the production 
or gathering of natural gas. 

§ 157.29 Applicability of Sections 157.23 to 157.28—Sections 157.23 through 
157.28 hereof shall be applicable only to an independent producer as defined in 
Section 154.91 of these Rules. 

(C) The amendments of rules and regulations herein prescribed are hereby 
made effective immediately upon issuance hereof. 
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(D) Until the further order of the Commission, the rules and regulations re- 
quiring natural-gas companies to keep and maintain their accounts in accordance 
with the Commission’s Uniform System of Accounts for Natural Gas Companies 
(18 CFR Chapter I, Subchapter F) and to submit reports thereon shall not apply 
to independent producers as defined in Section 154.91. 

(B) Order No. 174-A issued August 6, 1954 is hereby revised and as revised 
herein shall be designated as Order No. 174-B. 

(F) The petitions for rehearing filed herein are denied with respect to all 
other points and issues raised in such petitions. 

(G) The proceedings in Docket No. R-137 are hereby terminated. 

(H) The Secretary of the Commission shall cause publication of this Order to 
be made in the Federal Register. 

Commissioner Digby dissenting. 

Commissioners Smith and Stueck concurring. 


Diesy, Commissioner, dissenting: 

Without restating my dissent from Order No. 174-A, 13 F. P. C. 1255, I wish to 
adopt it by reference. 

Agreeable to information submitted and experience gained since the issuance 
of Order No. 174-A, I dissent from this amendment of that order. 

First: I believe that it is the Commission’s responsibility and duty to define its 
jurisdiction over independent producers and gatherers of natural gas. Without 
such a decision by the Commission, hundreds of independent producers will file 
applications for certificates of public convenience and necessity, together with rate 
filings, in transactions entirely outside of the jurisdiction of the Federal Power 
Commission. By a positive determination at this time by the Commission, orderly 
regulation would be greatly advanced both with reference to certificate proceed- 
ings and rate filings and proceedings. In this connection, I would have the 
Commission give a broad but limiting definition of sales of natural gas by inde- 
pendent producers, gatherers, and processors of natural gas subject to regulation 
under the Natural Gas Act. The only provision in the Natural Gas Act as 
interpreted by the court decisions thereon concerning jurisdiction over producers 
and gatherers of gas is a reference to a “sale in interstate commerce of natural 
gas for resale.” When the sale is made to a person who gathers gas and processes 
it in the state where it is produced and then the residue is sold in interstate com- 
merce for resale, the first transaction, in my opinion, is purely a local one and 
not a sale in interstate commerce of natural gas for resale. This conclusion 
is certainly supported by the provisions of the Natural Gas Act. Section 1 (b) 
applies “to the sale in interstate commerce . . . for resale” but “shall not apply 
to any other ... sale.” The Act does not, and the court opinions do not, imply 
that it applies to the sale for resale in interstate commerce but only “to the sale 
in interstate commerce for resale.” It is my opinion that this order should 
define a jurisdictional sale of natural gas under the Natural Gas Act as a direct 
sale of natural gas in interstate commerce for resale, which sale of natural gas 
shall include all natural gas dedicated by contract for sale in interstate commerce 
for resale. In agreement with the language of the Act, I would prescribe that 
no other sales of natural gas are subject to the jurisdiction of the Federal Power 
Commission. In the Supreme Court decision in the Phillips case, the Court 
stated that Phillips admitted that it engaged in “the sale in interstate com- 
merce ... for resale.” Therefore, the question of the sale in interstate com- 
merce for resale was not an issue. The Court went to great lengths in detailing 
the facts concerning the wholesale sale by Phillips at the tailgate of its processing 
plant after production, gathering, and processing of the gas. It has been argued 
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with much force that a well-head sale of natural gas, even though it be a direct 
sale in interstate commerce for resale, is not subject to regulation for the reason 
it is neither a wholesale sale nor a sale in interstate commerce for resale after 
production and gathering have intervened. At the outset, in discussing this point, 
I expressed a view in favor of a broad but limiting definition of sales subject to 
regulation. I consider the definition which I have used to be broad and perhaps 
inclusive of some sales such as well-head sales which may be determined by the 
courts to be non-jurisdictional. 

Second: It is my opinion that all fixed escalations or different prices of gas 
denominated in mills or cents contained in good faith arm’s-length contracts 
in existence on the effective date of Order No. 174—A should be accepted as a part 
of the original rate and constituting one tariff or rate schedule not subject to 
suspension under Section 4 of the Natural Gas Act. These contracts were entered 
into at a time when the contracting parties had no thought of regulation of the 
price under the authority of the Natural Gas Act. Most of the contracts were 
entered into for long terms and supported by a dedication of gas reserves in com- 
pliance with requirements of the Federal Power Commission in certificate 
proceedings by transmission companies. Order No. 174-A requires that all of 
these contracts be filed as rate schedules. Under the provisions of the Natural 
Gas Act and in rate regulation in general the filer of an original rate schedule 
has a legal right to file an original rate of his own choosing, subject of course to 
investigation upon complaint by an interested party or at the instance of the 
Federal Power Commission but not subject to suspension under Section 4 of the 
Natural Gas Act. The financial feasibility of transmission lines and distribution 
systems were predicated upon the over-all price conditions contained in these 
contracts. Securities issued and sold upon this understanding of the transaction 
are held by thousands of people who will be directly affected by our treatment of 
this subject. Accepting these original rate schedules including periodic changes 
in the price of gas would not be an approval of the rate as fair and reasonable 
but would simply treat the changes as component parts of an original rate schedule 
not subject to suspension. 


SMITH and STUECK, Commissioners, concurring: 

While concurring—under the circumstances here present—in the action of the 
Commission, we find ourselves in agreement with so much of what is said in the 
dissenting opinion that it seems appropriate to state with some particularity 
our position regarding the two major points covered therein. 

We share fully the view that it would be highly desirable, if it were now 
possible, for the Commission to resolve prevailing uncertainties concerning the 
sweep of its jurisdiction under the Phillips decision, both to provide proper 
guidance to the industry affected and to minimize its own administrative 
burdens and dilemmas. 

Depending upon whether prime emphasis is attached to the precise facts pre- 
sented in the case of Phillips or to the broad language used in the dictum of 
the Supreme Court’s opinion, arguments can be made for either of the extremes 
of possible interpretations of that decision: that our jurisdiction is limited to the 
sale of natural gas at the tailgate of the processing plant, or the point where the 
natural gas enters the interstate pipe line, or, in the alternative, that our juris- 
diction extends to every well-head sale in the field, or to the point of the first sale 
of natural gas for resale, wherever that may be, if interstate commerce turns 
out ultimately to be involved. Both interpretations have their advocates; both 
have been urged upon us. 

Perhaps the correct answer lies in some as yet undetermined middle ground 
which would be conducive both to the reasonable and necessary flexibility and 
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the continued good health of a vital industry and to the avoidance of a bogging 
down under its own weight of the whole regulatory process in the natural-gas 
field. It seems to us that it is the clear duty and responsibility of this Commis- 
sion to take the initiative in seeking such a solution. So long as present un- 
certainties exist and unresolved questions accumulate, a situation which has 
been described as one of “administrative chaos’ seems likely to exist. 

Whether, however, we can now properly and wisely determine the precise 
boundaries of our jurisdiction in the areas of production and gathering is an- 
other matter. The question appears to have its substantive aspects, which might 
require this further and more specific notice than that provided in proceeding— 
notwithstanding the fact that some of those who argued on rehearing went 
rather fully into this phase of the matter. Apart from that, certain of these 
issues are sharply posed in several proceedings now in hearing before us which, 
it is to be hoped, may well add to our understanding of the practical aspects 
and ramifications of these complex matters. It is for these reasons that we 
join in the Commission’s deferral of a more direct and satisfactory answer— 
through administrative definitions and rules of general application, which we 
think should be promulgated when it is feasible to do so—to this very important 
question at the present time. 

Similarly, we are impressed by the strong arguments which have been made 
for the proposition that existing contracts under which sales of natural gas 
were being made by producers and gatherers to interstate pipe lines on June 7, 
1954, and which the Commission’s Order No. 174—A, as modified on September 24, 
1954, has required to be filed by December 1, 1954, are to be regarded as com- 
plete entities, so that all of their terms—and not just certain selected segments— 
should be treated as initial rates. Failure to so treat them in effect, it seems to 
us, in many instances—particularly where stated price adjustments, upward or 
downward, are provided for on a definite and strictly adhered to periodic basis— 
might involve grave injustice and disregard some very elementary, obvious and 
important economic facts of life. 

This, however, is not to say that we are compelled, as a matter of law, to so 
regard these filings, and therefore to disclaim all authority to suspend and, 
after notice, to examine into the reasonableness, from every point of view, of 
changes in the charges provided for under such contracts before they may be- 
come fully effective. It does seem to us that such provisions contained in pre- 
existing arm’s-length contracts are entitled to great weight and, as initial filings, 
may fairly be considered as prima facie reasonable. Indeed, many, if not most, 
of them have been fully disclosed to all interested parties and relied upon in 
certificate proceedings where new pipe-line projects or extensions or enlarge- 
ments of existing system have been approved after being strongly supported by 
all concerned. 

These are factors which, in our judgment, should be taken into account by 
the Commission and may well be controlled when, in the exercise of its admin- 
istrative discretion under Section 4 (e) of the Natural Gas Act, it is considering 
whether or not to suspend rate changes. But we are not now persuaded that 
in all such situations the Commission is, as a matter of law, confined to in- 
vestigations pursuant to Section 5 of the Act—which avenue of approach is, 
of course, always open to us in any situation wherein the reasonableness of rates 
subject to our jurisdiction is at issue. 

Here, again, however, it seems to us probable that the Commission will gain 
further information and knowledge regarding the impacts and significance of 
this facet of the problem during the course of the proceedings in Docket No. 
R-142, which are now scheduled to open on January 11, 1955. Therefore we 
deem it wise to defer action on this aspect of the matter for the present. 
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As indicated above, it is our understanding that, as to both of the points so 
ably developed in the dissenting opinion, the Commission is by its action at this 
time in no manner or degree foreclosing further consideration, and in no way 
precluding the future disposition, of these issues through the promulgation of 
interpretative rules of general application in appropriate proceedings, should 
the feasibility of such a course subsequently appear to be greater than it now 
does. On the contrary, the earlier supersession of Order No. 174 by Order 174—A, 
and the latter’s amendment by the instant Order No. 174-B demonstrate, we be- 
lieve, the Commission’s willingness to follow a properly pragmatic approach to 
the problems entailed in its newly defined jurisdiction in the areas of production 
and gathering. We confidently expect, therefore, that further clarifications and 
refinements of a practical nature will be possible as we gain additional experi- 
ence and understanding in these new fields of regulation. 


Exnutisit A 
(Secrion 157.23) 





APPLICATION 







FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY BY 
CLASS B INDEPENDENT PRODUCER ’* 





(File original and five copies) 




















Sais IE tiie htt n an kien ameeaiell 
Cae a a I an os he i ceeded 
(3) Location: of Principal Pinte of Tmmimewi a io ho oi tices 
Names of States in Which Authorized to do Business____._._..---_--_---_-- 
Person Responsible for Application. 
ED IID ee ciciectrt cine Sc ict eect dik ch Raia dlatndidhondeceaieec ae 
Ca) I a atc eins ee ed 
(6) Description of Facilities Used for Operations for Which Certificate is Re- 
quested (where applicable) 
(a) Pipelines. 
po Pe ins ee ee ee ee ali eo eee 
CRD “i iti iii eee ie eeeind landed 
(iii) Capacity (Mcf daily) 
(b) Compressor Stations. 
NU) CRI hr ete ced ti le i eataeptin a bien hall 
ICN CUR aps ase gs ca re hs ate. cee 
(iii) Capacity (Mcf daily) 
(c) Gasoline Plants. 
DO NN Se chi es ce Sit ee cee een 
(ii) Capacity (Mecf daily) 
(d) Dehydration Plants. 
ED? SI Sabah ih tie ee eater eee 
a a ee I Pra iia te sh eens a 
(e) Purification Plants. 
ep Nat eh ee ens enh cae ames 
(ii) Capacity (daily) 
(f) Storage Projects. 
np MR A i ee al ee ie ie 


(ii) Maximum volumes that can be stored Mcf. 












1Independent producers defined in Section 154.91 as transporting in interstate com- 


merce or selling in interstate commerce for resale a total of less than 1,000,000 Mef per 
year of natural gas. 


















(7) 


(8 
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Gas Supply. 
(a) Own Production. 
(i) Names and location of field 
(ii) Acreage Controlled 
(b) Gas Purchased. 
(i) Name of seller 
(ii) Name and location of field 
(iii) Point of delivery to applicant 
Gas Sales or Transportation Contracts (for each contract) .” 
(a) Name of purchaser 
(b) Point of delivery 
(c) Contract volumes Mcf (daily or annually), indicating pressure base___- 


(d) Price at time of filing 

(e) Date of contract 

(f) Term of contract 

(g) Special conditions (if any) 


* Contracts on file as rate schedules may be incorporated by reference. 


Order further amending license (transmission line) 
The California Oregon Power Co. 
Project No. 281 


December 20, 1954 


Application was filed August 23, 1954, by The California Oregon Power Com- 
pany, licensee for transmission-line Project No. 281, for amendment of the 
license for the project to change the western terminus of the Dixonville- 
McKinley Tap transmission line in the State of Oregon, designated Line No. 20, 
from McKinley Tap to Reston and to exclude therefrom that portion of the 
line between Reston and McKinley Tap which it proposes to sell to the United 
States and which occupies lands of the United States within the Umpqua National 
Forest and Coos Bay Wagon Road grant lands of the United States. 

Applicant states that the portion of Line 20 which it seeks to exclude from 
the license, and which it proposes to sell to the United States, is used only as 
a means of interconnecting its system and that of the United States at the 
latter’s McKinley Switching Station; that an interconnection at that particular 
point is no longer necessary nor advantageous to either party; and that both 
the applicant and the United States desire an interconnection at the Reston 
Substation instead. 

The principal effects of the amendment will be to decrease the length of 100- 
foot transmission-line right-of-way on lands of the United States by 45,759 feet 
or 8.666 miles and to decrease the annual charge for recompensing the United 
States for the use, occupancy, and enjoyment of its lands from $136.35 to $93.02. 

The Commission finds: 

(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Umpqua National Forest 
was created or acquired nor with any reservation or withdrawal of public lands 
of the United States. 


(2) The annual charge to be paid under the license as further amended is rea- 
sonable as hereinafter fixed and specified. 
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(3) Exhibit C & K, Drawings Nos. F-5135 and F-5136 (FPC Nos. 281-30 
and 281-31), now part of the license for the project, should be revised to reflect 
the exclusion from the license of that portion of Line 20 between Reston and 
McKinley Tap, and as so revised conforms to the Commission’s rules and regu- 
lations and should be approved as part of the license for the project. 

(4) Exhibit C & K, Drawings-F-5137 through F-51389 and F-5311 (FPC Nos. 
281-32 through 281-35), now part of the license for the project, should be 
eliminated from the license since the drawings no longer show the lines under 
license. 

The Commission orders: 

(A) The above-specified Exhibit C & K, Drawings Nos. F-5135 and F-5136 
(FPC Nos. 281-30 and 281-31), be revised as specified in finding (3) above and as 
so revised is hereby approved as part of the license for the project. 

(B) Exhibit C & K, Drawings Nos. F-5137 through F-5139 and F-5311 (FPC 
Nos. 281-32 through 281-35), now part of the license for the project, is eliminated 
from the license. 

(C) The license for Project No. 281, issued July 21, 1922, to The California 
Oregon Power Company and subsequently amended is further amended, effective 
as of the date of transfer to the United States of the title to that portion of trans- 
mission line between Reston and McKinley Tap now under license as part of 
Project No. 281, to change the western terminus of the Dixonville-McKinley Tap 
transmission line (Line No. 20) from McKinley Tap to Reston; to exclude 
therefrom that portion of the line between Reston and McKinley Tap; to decrease 
the length of transmission-line right-of-way on lands of the United States and 
consequently decrease the annual charge; to describe and show that portion of 
Line No. 20 under license as part of Project No. 281; to incorporate in the license 
Exhibit C & K, Drawings Nos. F-5135 and F-5136 (FPC Nos. 281-30 and 281-31), 
as revised; and to eliminate from the license Exhibit C & K, Drawings Nos. 
F-5137 through F-5139 and F-53811 (FPC Nos. 281-32 through 281-35); said 
amendment being: 

PARAGRAPH I. Article 1 of the license is further amended by: 

(i) Changing the description of Line 20 to read as follows: 

A 120,000-volt transmission line extending about 22 miles from Dixonville 
to Reston, designated Line No. 20, and occupying a 100-foot right-of-way on lands 
of the United States. Both lines are connected through a switching station at 
Dixonville ; 

(ii) Changing the description of Exhibit C and K, Drawings Nos. F-5135 and 
F-5136 (FPC Nos. 281-80 and 281-31), and incorporating the drawings in one 
paragraph reading as follows: 

Exhibit C &€ K: Drawings Nos. F-5135 and F-5136 (FPC Nos. 281-30 and 
281-31) Key map and detailed map, respectively, of Dixonville-Marshfield trans- 
mission line approved by the Commission January 28, 1935, as revised to show 
western terminus of the line as Reston pursuant to application filed August 23, 
1954 ; 

(iii) Excluding therefrom the paragraph describing Exhibit C & K, Drawings 
Nos. F-5136 through F-51389 and F-5311 (FPC Nos. 281-31 through 281-35). 

PARAGRAPH II. Article 14 of the license as amended is further amended 
by changing the amount of $136.35 in the third line thereof to $93.02. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect, and shall not in any 
way constitute a waiver of any other part, provision or condition of the license as 
heretofore amended. 
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(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of its acceptance of 
this amendment of license, it shall be signed for the Licensee and returned to 
the Commission within 60 days from the date of issuance of this order. 


Order issuing license (major) 
United Water Conservation District 
Project No. 2153 


December 20, 1954 


Application was filed February 15, 1954, by United Water Conservation Dis- 
trict, of Santa Paula, California, for a license under the Federal Power Act 
(hereinafter referred to as the Act) for proposed major Project No. 2153, to 
be located on the Piru and Sespe Creeks and their tributaries in Ventura and 
Los Angeles Counties, California, in the vicinity of Fillmore, Piru, and Santa 
Paula, and affecting lands of the United States within the Los Padres and 
Angeles National Forests. 

By telegram dated May 7, 1954, the applicant was advised that the Com- 
mission would interpose no objection to its proceeding at its own risk with 
construction under Forest Service special use permit of access roads and clearing 
of timber on the reservoir site and that any work on the dam itself would be done 
at its own risk. 

The proposed project, according to the applicant, is designed primarily for 
conservation of water for irrigation, municipal and domestic and industrial uses, 
its use for development of hydroelectric power being considered a desirable 
adjunct to the primary purpose, and is to be constructed in two stages, this license 
covering only that part (Stage I) of the proposed project described in the ap- 
plication for immediate construction, and a powerhouse and appurtenant facili- 
ties intended by the applicant for later construction under Stage II. The project 
under license consists of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands 
or interest therein are owned or held by the applicant or by the United States; 
such project area being approximately shown and described by certain exhibits 
which formed part of the application for license and which are designated and 
described as follows: 

Evhibit J: (1000-204: FPC No. 2153-1) “General Project Map.” 

Evhibit K-2: (340-20: FPC No. 2153-3) “Piru Creek-Santa Felicia Reservoir 
Area.” 

(b) Principal structures, comprising the Santa Felicia Dam, about 270 feet 
in height, across Piru Creek at the Santa Felicia site; containing a conduit 
through the dam to permit its use for development of power in the future; a 
reservoir, formed by the Santa Felicia Dam, with an estimated storage capacity 
of about 100,000 acre-feet and normal maximum surface elevation at 1055 feet 
M. S. L.; a powerhouse below the Santa Felicia Dam with such installed capacity 
as may be determined hereafter by the Commission; and appurtenant facilities; 
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the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
formed part of the application for license, and which are designated and 
described as follows: 


{zhibit L: 





Dwg. No. FPC No. Title 





General layout. 

Embankment—Sections and details. 

.| Spillway—Plan, profile and sections, 

Area, capacity, and discharge curves. 

.| Outlet works—Profile and sections. 

m — works—Intake tower and valve cham 
er, 

Outlet works, outlet structure. 





Evhibit M: (one sheet) “General Description of Equipment.” 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project area, if 
and to the extent that the inclusion of such property as part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
or operation of the project. 

Under Stage II of construction of the proposed project applicant contemplates 
construction of dams on Piru Creek at the Lockwood Valley, Upper Piru, 
Junction, Buck Creek and Blue Point sites ; hydroelectric plants at the upper ends 
of Junction, Buck Creek, Blue Point and Santa Felicia reservoirs and below 
the Santa Felicia Dam; and conduits between the dams and the power plants; 
the construction of dams on Sespe Creek at the Cold Springs, Bear, and 
Topatopa sites; hydroelectric plants at the upper ends of Bear and Topatopa 
reservoirs, and at the Hammel site; and conduits between the dams and the 
power plants; and would also include such substations, switchyards and trans- 
mission lines as are necessary for project purposes. 

Applicant states that the development under Stage II will take place over an 
indeterminate period in the future depending upon its water needs and upon 
presently indeterminable economic factors. 

The Secretary of the Army and the Chief of Engineers have reported that the 
construction of the applicant’s proposed dams would have no effect on the navi- 
gation or flood control interests of the Corps of Engineers, but the stability of 
the shore line, particularly downstream from the mouth of the Santa Clara 
River, may be adversely affected as a result of the possible entrapment of sand 
by the applicant’s proposed works and recommended that the problem be 
brought to the applicant’s attention and that consideration be given to deter- 
mining the quantitative effect on the shore line and to possible means of allevi- 
ating the problem. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Los Padres and Angeles National Forests, has reported 
favorably on that part of the application pertaining to the Stage I development, 
stating that the Forest Service has reached an agreement with the applicant 
as to what it will do to meet its liability for the injury to Forest Service facilities 
by the construction of the Santa Felicia Reservoir and that the Stage II de 
velopment can not be reported on without more detailed exhibits and additional 
field examinations, study and agreements. 
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An Assistant Secretary of the Interior, acting for the Secretary of the In- 
terior, has reported favorably on that part of the application pertaining to the 
Stage I development subject to the insertion in the license of certain conditions 
substantially as provided in Article 17 of the license. He stated also that at 
such time as construction of the Stage II development is proposed it would be 
appreciated if the Fish and Wildlife Service is given the opportunity of re- 
porting further regarding the probable effects of construction and operation 
upon fish and wildlife resources. 

The Department of Public Works of the State of California has reported that 
construction of certain structures proposed under the Stage II development would 
inundate and cross portions of the State highway; that it has no comments at 
this time on the project itself but recommends, in the event a license is issued, 
that the applicant be required to relocate and reconstruct at its own expense 
such portions of the State Highway System as may be necessary in order to 
avoid interference with the power development. 

The Department of Fish and Game of the State of California has reported 
favorably on that part of the application pertaining to the Stage I development 
and has recommended the insertion in the license of certain conditions in the 
interest of recreational, fish and wildlife resources substantially as provided in 
Articles 17 and 26 of the license. 

Calleguas Municipal Water District has protested the granting of a license 
for the project on the ground that it is interested in securing a supply of water, 
together with electrical energy and power therefrom, and storage facilities for 
such water, and that it lies within the County of Ventura as does the applicant; 
and that the granting of the license applied for might give the applicant certain 
exclusive rights in the water sheds involved, in the storage facilities therein, 
and in electrical energy and power therefrom, and it takes the position that any 
rights of the applicant should not be exclusive to it. 

The Commission finds: 

(1) That part of the application pertaining to Stage II of the proposed develop- 
ment, except for the powerhouse below the Santa Felicia Dam,—which applicant 
states will take place over an indeterminate period in the future depending upon 
its water needs and upon presently indeterminable economic factors—should be 
dismissed. 

(2) The applicant is a political subdivision of the State of California; it is a 
municipality within the meaning of Section 3 (7) of the Act; and it has sub- 
mitted satisfactory evidence of compliance with the requirements of all applica- 
ble State laws insofar as necessary to effect the purposes of a license for the 
project. 

(3) No conflicting application is before the Commission. Public notice has 
been given as required by the Act. 

(4) The project does not affect any Government dam, nor will the issuance of 
a license therefor as hereinafter provided affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(5) The project will occupy lands of the United States, the amount not being 
determinable at this time. 

(6) The applicant has submitted satisfactory evidence of its financial ability 
to construct and operate Stage I of the development. 

(7) The issuance of a license for the project as hereinafter provided will not 
interfere or be inconsistent with the purposes for which the Los Padres and 
Angeles National Forests were created or acquired. 

(8) Under present circumstances and conditions and upon the terms and con- 
ditions hereinafter imposed, the project is best adapted to a comprehensive plan 
468918—61——103 
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for the improvement and utilization of water-power development, and for other 
beneficial public uses, including recreational purposes. 

(9) It is not feasible to determine the capacity of the project for the purpose 
of computing the capacity component of the administrative charge until the plans 
for the powerhouse have been completed. Applicant states that it expects to sell 
the power developed by the project to a public utility already serving the area. 

(10) The exhibits designated and described in paragraphs (a) and (b) above 
conform to the Commission’s rules and regulations and should be approved as 
part of the license for the project. 

(11) It is desirable to reserve for future determination the amount of annual 
charges to be paid under the license for the purposes of reimbursing the United 
States for the costs of administration of Part I of the Act, and for recompensing 
it for the use, occupancy, and enjoyment of its lands. 

(12) The licensee shall submit within one year from the effective date of this 
license Exhibits F and K in accordance with the Commission’s rules and regula- 
tions, and shall also submit as hereinafter provided Exhibits L and M showing 
plans and description of the powerhouse. 

The Commission orders: 

(A) That part of the application pertaining to Stage II of the proposed de- 
velopment, except for the powerhouse below the Santa Felicia Dam, is dismissed. 

(B) This license is issued to United Water Conservation District under Sec- 
tion 4 (e) of the Act for a period of 50 years, effective as of May 1, 1954, for the 
construction, operation, and maintenance of Project No. 2153 affecting lands of 
the United States within the Los Padres and Angeles National Forests, subject 
to the terms and conditions of the Act which is incorporated by reference as a 
part of this license, and subject to such rules and regulations as the Commission 
has issued or prescribed under the provisions of the Act. 

(C) This license is also subject to the terms and conditions set forth in 
Form L-2, December 15, 1953, 17 F. P. C. 62, entitled “Terms and Conditions 
of License for Unconstructed Major Project Affecting Lands of the United 
States’, except for Articles 20 and 21 thereof, which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the project works, 
except for the powerhouse, on or before June 1, 1954, and with due diligence 
shall complete the works on or before May 31, 1956; and at such time as the 
Commission may direct, and to the extent that it is economically sound and 
in the public interest to do so, after notice and opportunity for hearing, the 
Licensee shall construct a powerhouse at the project with such capacity as 
may be determined at that time by the Commission. Construction of the 
powerhouse shall not be started until plans therefor have been approved by 
the Commission. 

Article 26. The Licensee shall construct, maintain, and operate such protec- 
tive devices, and comply with such reasonable modifications of the project 
structures and operation of the project in the interest of fish and wildlife 
resources as may be prescribed hereafter by the Commission on the recommenda- 
tion of the California Department of Fish and Game, and the Secretary of the 
Interior. 

Article 27. The Licensee shall, in cooperation with the Corps of Engineers, 
Department of the Army, make investigations and studies of the possible en- 
trapment of sand by the Licensee’s dam or dams, with a view to determining 
the probable quantitative effect on the maintenance of the shore line by natural 
means, and to possible means of alleviating the problem. 
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Article 28. The Commission reserves the right to determine at a later date, 
in accordance with its regulations, the annual charges to be assessed the 
Licensee from the effective date of this license for the purposes of reimbursing 
the United States for the costs of administration of Part I of the Act and for 
recompensing it for the use, occupancy, and enjoyment of its lands. 

Article 29. The Licensee shall submit within one year from the effective date 
of this license Exhibits F and K in accordance with the Commission’s rules 
and regulations and shall also submit for Commission approval Exhibits L 
and M showing plans and description of the powerhouse before starting its 
construction. 

(D) The exhibits designated and described in paragraphs (a) and (b) above 
are approved as part of this license. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the Licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Order authorizing disposition of facilities 


Monongahela Power Co., The West Maryland Power Co., Clinchfield Coal 
Corp., Fairfax Electric Co. 


Docket No. E-6592 
December 20, 1954 


On November 18, 1954, Monongahela Power Company, incorporated in West 
Virginia, its subsidiary, The West Maryland Power Company, incorporated in 
Maryland, both with their principal places of business in Fairmont, West Vir- 
ginia, Clinchfield Coal Corporation (successor by merger to the Davis Coal and 
Coke Company), incorporated in Virginia with its principal place of business 
in Dante, Virginia, and its subsidiary, Fairfax Electric Company, with its prin- 
cipal place of business at Thomas, West Virginia, filed their joint application 
for an order pursuant to Section 203 of the Federal Power Act authorizing the 
purchase and acquisition by Monongahela and West Maryland and the sale and 
disposition by Clinchfield and Fairfax of all of the electric transmission and dis- 
tribution facilities utilized by the latter companies to serve customers in Mary- 
land and West Virginia, for the aggregate purchase price of $35,000. 

The facilities which Clinchfield desires to sell consist principally of transmission 
lines used to serve Fairfax and to supply power for its coal mining operations. 
The facilities which Fairfax desires to sell consist of local distribution facilities 
used to Serve mining communities. In all, the facilities to be transferred consist 
of about 18 miles of 22-kv lines, approximately 9 miles of 6.6-kv lines, street 
lighting lines and equipment, and the necessary primary, secondary and metering 
facilities to serve about 500 customers now receiving electric service, 12 of which 
are located in Maryland and the remainder in West Virginia. From the informa- 
tion supplied by the application and available in the files of the Commission, 
including Form 12 Reports filed by Clinchfield, it appears that the above facil- 
ities constitute the whole of Clinchfield’s facilities subject to the jurisdiction of 
the Commission. 

The Application states that the electric power facilities being acquired will 
fit into the integrated system of Monongahela and West Maryland, and through 
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such integration improved electric service will be made available to the customers 
in the area now served by Clinchfield and Fairfax. Upon consummation of the 
transaction Mononaghela and West Maryland propose to put their regular and 
applicable tariffs into effect so as to produce reduced rates to the customers 
now being served in this area. 

Applicants state that a detailed survey of the facilities to be transferred has 
not been made, but should the purchase price of $35,000 be in excess of the 
original cost depreciated, which will be developed by an appropriate survey, 
then the excess will be charged off as an acquisition adjustment against the 
surplus of the purchasing companies. 

Written notice of the application has been given to the Public Service Com- 
missions of Maryland and West Virginia and to the Governors of each of those 
states. Notice was also published in the Federal Register on November 27, 
1954 (19 FR 7700), stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before December 1, 1954. No protest or petition or request to be heard in 
opposition to the granting of such application has been received. 

The Commission finds: 

(1) Clinchfield, a corporation organized in Virginia, owns and operates fa- 
cilities, among others, for the transmission and sale at wholesale of electric 
energy transmitted between West Virginia and Maryland and consumed at points 
outside the State in which it is generated, all of which facilities are in addition 
to, and do not include, facilities used for the generation of electric energy, 
facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric 
energy consumed wholly by the transmitter. Clinchfield is, therefore, a public 
utility within the meaning of that term as used in Section 203 of the Federal 
Power Act. 

(2) By the proposed transaction Clinchfield will dispose of the whole of its 
facilities subject to the jurisdiction of the Commission within the meaning and 
subject to the requirements of Section 203 of the Act. 

(3) The proposed transaction will result in improved service and will be 
consistent with the public interest. 

(4) Commission approval of the acquisition and merger or consolidation by 
Monongahela and West Maryland of the electric facilities referred to above with 
those of Clinchfield and Fairfax is not required by Section 203 of the Federal 
Power Act inasmuch as the facilities to be acquired are of a value less than 
$50,000; Commission approval of the disposition by Fairfax of its electric fa- 
cilities referred to above is not required inasmuch as Fairfax neither owns nor 
operates facilities subject to the jurisdiction of the Commission and is therefore 
not a public utility under Section 201 of the Federal Power Act. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed disposition by Clinchfield of the whole of its electric facili- 
ties subject to the jurisdiction of the Commission be and the same is hereby au- 
thorized and approved subject to the terms of this order. 

(B) This authorization and approval shall expire unless the transaction 
hereby authorized and approved are consummated within 90 days from the issu- 

ance of this order. 

(C) The foregoing authorization and approval shall be without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates or determinations of cost, or any 
other matter whatsoever which may come before this Commission or any other 
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regulatory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property, claimed or asserted. 

Commissioner Draper not participating. 


Order amending order issuing certificate of public convenience and necessity 
Atlantic Seaboard Corp. 
Docket No. G—2286 
December 20, 1954 


Atlantic Seaboard Corporation (Seaboard), a subsidiary of the Columbia Gas 
System, Inc., filed on November 8, 1954, a petition to amend an order of the 
Commission, issued March 26, 1954, 13 F. P. C. 918, in the above-entitled pro- 
ceeding, granting a certificate of public convenience and necessity, authorizing 
the construction and operation of certain additional transmission facilities con- 
sisting of, among other things, (1) approximately 116.6 miles of 26-inch loop 
pipelines on its Cobb-Rockville system, and (2) a 1,100-horsepower compressor 
station designated Station “Q”, near Baltimore, Maryland. 

Seaboard now proposes to reduce the extent of its line looping from the au- 
thorized 116.6 miles to 95.2 miles, and to eliminate the construction of the 
authorized 1,100 horsepower Compressor Station “Q”. 

The facilities authorized in the instant docket were designed to increase 
the main transmission capacity of Seaboard’s system from 470,300 Mcf per 
day to 557,200 Mcf per day in order to meet its anticipated requirements for 
the 1954-1955 winter peak days as contained in Columbia’s so-called June 1953 
Blue Book, as revised. 

Seaboard, in its petition to amend, states that a more recent estimate of its 
gas requirements and supplies, as developed by the Columbia Gas System, and 
designated Columbia’s May 1954 Blue Book, indicates a reduction in Seaboard’s 
1954-1955 over-all peak-day requirements from those estimated in the June 1953 
Blue Book. The new estimate indicates total peak-day requirements of 551,700 
Mcf, of which 6,200 Mcf will be met by local production and the balance of 545,- 
500 Mcf through its main transmission line. 

The over-all cost of the loop lines has been reduced from $13,099,300 to $9,- 
357,900, a net reduction of $3,741,400. The Station “Q” to be eliminated was 
estimated to have cost $935,000. The total savings are estimated at $4,676,400. 

Service of the petition to amend, set forth above, has been made on all parties 
to this proceeding and no protests or other response has been received within 
the 10-day period allowed for such action. 

The Commission finds: 

It is in the public interest and it is necessary and appropriate in carrying 
out the provisions of the Natural Gas Act to amend, as hereinafter ordered, the 
order of the Commission, issued in this proceeding on March 26, 1954, in Docket 
No. G—2286. 

The Commission orders: 

(A) The order of the Commission, issued March 26, 1954, issuing a certificate 
of public convenience and necessity in Docket No. G—2286, be and the same is 
hereby amended, authorizing the construction and operation of the facilities 
hereinbefore described in lieu of those previously authorized. 
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(B) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and neces- 
sity shall remain in full force and effect. 

Commissioner Draper not participating. 


Declaration of exemption 
Pueblo Gas and Fuel Co. 
Docket No. G-2714 
December 20, 1954 


Pueblo Gas and Fuel Company (Applicant) filed an application on September 
9, 1954, for exemption from the provisions of the Natural Gas Act pursuant to 
Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is a Colorado corporation engaged in the transportation, dis- 
tribution and sale of natural gas in the State of Colorado. 

(2) Applicant purchases interstate natural gas from Colorado Interstate Gas 
Company at points of interconnection within the State of Colorado. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Colorado, and all of its facilities are located within the said State. 

(4) The Public Utilities Commission of Colorado has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing: 

Pueblo Gas and Fuel Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 

Commissioner Draper not participating. 


Declaration of eremption 
Frankfort Kentucky Natural Gas Co. 


Docket No. G—-4665 
December 20, 1954 


Frankfort Kentucky Natural Gas Company (Applicant) filed an application on 
November i, 1954, for exemption from the provisions of the Natural Gas Act 
pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is a Kentucky corporation engaged in the transportation, sale 
and distribution of natural gas in the State of Kentucky. 

(2) Applicant purchases interstate natural gas from Central Kentucky Nat- 
ural Gas Company at Lexington within the State of Kentucky. 

(3) All natural gas so received by Applicant is ultimately consumed within 
the State of Kentucky, and all of its facilities are located within the said State. 
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(4) The Public Service Commission of Kentucky has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over the 
rates, service and facilities of Applicant. 

Wherefore, the Commission declares, by reason of the foregoing : 

Frankfort Kentucky Natural Gas Company is exempt from the provisions of 
the Natural Gas Act, and the orders, rules and regulations of this Commission 
issued pursuant thereto. 

Commissioner Draper not participating. 


Order confirming and approving revised rate schedules 
Bonneville Project, Columbia River, Washington-Oregon 
Docket No. E-6580 
December 22, 1954 


Bonneville Power Administration (Bonneville), through the Secretary of the 
Interior, on August 25, 1954, filed for confirmation and approval revised rate 
schedules A-4, C-4, E-4, F+4, H-3, and R-1, and revised General Rate Schedule 
Provisions. These constitute all of the general rate schedules for electric 
energy sold by Bonneville. The filing is made pursuant to the provisions of the 
Bonneville Act (50 Stat. 731). Section 5 (a) thereof provides that contracts 
entered into by Bonneville for the sale at wholesale of electric energy shall 
contain “* * * such provisions as the Administrator and purchaser agree upon 
for the equitable adjustment of rates at appropriate intervals, not less frequently 
than once every five years * * *.” The frequency of rate review has been estab- 
lished by Bonneville at five-year intervals. Bonneville states that the next date 
on which revised rates can be made applicable to existing contracts is December 
20, 1954. 

Bonneville and the Department of Interior have made studies of the repay- 
ment obligations, costs of the power system, and estimated revenues during the 
next five-year period commencing December 20, 1954. The Commission’s staff as 
well as the staff of the General Accounting Office have participated from time 
to time in the development and review of these studies. On the basis of these 
studies, copies of which have been filed with the Commission, Bonneville and the 
Department of Interior have determined that no increase in rates will be re- 
quired to meet Bonneville’s financial obligations during the period of two years 
ending December 20, 1956, but that additional revenues may be required there- 
after due to the higher costs of recently completed projects and projects now 
under construction. 

In order to meet this situation Bonneville proposes no increase in the present 
level of wholesale rates, but includes in each proposed rate schedule a rate ad- 
justment clause which reads as follows: 


This rate schedule shall be subject to such adjustment as the Federal 
Power Commission may approve upon proposal by the Administrator 
[Bonneville] to become effective on December 20 of the year 1956, or 1957, or 
1958, provided that the Administrator shall make timely proposal for the 
adjustment, if adjustment becomes necessary, in order to bring the rate 
schedule into conformity with the rate standards of the Bonneville Project 
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Another significant change included in the proposed wholesale rate schedules 
is a revised irrigation and drainage pumping provision under the E-4 rate 
schedule. This schedule provides that power may be billed under a separate 
application of that rate with a $6.00 per kw season ceiling on the charges. 
Bonneville states that this provision is difficult of application and burdensome 
to administer. The revised rate provides a 0.4 mill per kwh discount for all 
energy used for irrigation purposes in lieu of the separate billing and $6.00 
ceiling. In order to avoid increasing the bills of two customers (the Bureau 
of Reclamation and the U. S. Indian Service), the 70% billing-demand ratchet 
provision is waived for all purchasers who use the power purchased under this 
rate schedule solely for irrigation or drainage pumping and for uses incidental 
thereto, and who do not resell any of the power so purchased. A study sub- 
mitted by Bonneville shows these proposed changes will reduce revenues by an 
estimated $36,400 per year or 0.4% of the total B-4 revenues. 

Other revisions in the rate schedules and the General Rate Schedule Provisions 
have been made for the purpose of clarity and increased facility of application. 

The Secretary of the Interior has designated Bonneville the marketing agent 
for the disposition of electric energy generated at certain projects pursuant to 
the River and Harbor Act of 1945 (59 Stat. 10) and the Flood Control Act of 
1944 (58 Stat. 887). For the purposes of the disposition of the power produced 
at these projects they have been interconnected and integrated with the Bonne- 
ville System. Bonneville therefore requests that the revised rate schedules and 
the revised General Rate Schedule Provisions filed herein be made applicable 
to the sale of power produced at the McNary Project pursuant to the provisions 
of the River and Harbor Act of 1945 and to the Detroit, Big Cliff, Albeni, Look- 
out Point, Dexter, Chief Joseph, and The Dalles projects, pursuant to the pro- 
visions of the Flood Control Act of 1944. 

Notice of the proposed revised rate schedules and General Rate Schedule Pro- 
visions was sent to interested state officials and published in the Federal Reg- 
ister on September 16, 1954 (19 FR 5996), stating that any person desiring to 
make any representation with respect thereto should submit the same on or 
before October 15, 1954. 

On September 2, 1954, Northwest Public Power Association, Inc., of Van- 
couver, Washington, filed an informal protest regarding the rate adjustment 
clause included in each of the proposed revised rate schedules. The protestant 
states that its member electric systems now have contracts with Bonneville 
which permit rate increases only on the quinquennial anniversary date, namely 
December 20, 1954, and December 20, 1959; and that they are the result of nego- 
tiation and cannot be changed unilaterally by Bonneville, either with or without 
the concurrence of the Federal Power Commission, without constituting a breach 
of contract. Protestant agrees that rate changes are subject to Commission 
jurisdiction but insists that the rate adjustment clause is a major change in 
their contracts and not a rate change subject to Commission approval and 
recommends that the Commission approve the rate filings but not the rate 
adjustment clause. 

On December 6, 1954, Fred G. Aandahl, Assistant Secretary of Interior, re- 
plied to the above informal protest stating that the only action permitted to 
Bonneville under the rate adjustment clause is to adjust rates if necessary “in 
order to bring the rate schedules into conformity with the rate standards of the 
Bonneville Project Act.” Furthermore, all contracts made by Bonneville are 
made subject to the provisions of this Act and nothing in the contracts could 
lawfully require the perpetuation of rate schedules which do not conform to the 
Act. The Secretary concludes that it appears that no valid objection can be 
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made to a rate adjustment clause which permits only adjustments which are 
necessary to prevent the existing rates from being or becoming unlawful and in 
violation of the rate standards prescribed by Congress. 

The Commission, having considered the proposed revised rate schedules and 
General Rate Schedule Provisions as filed, and the aforementioned informal pro- 
test and the reply thereto, finds: 

(1) It is appropriate for the purposes of the Bonneville Act that the proposed 
revised rate schedules A-4, C-4, E+, F+4, H-3, and R-1 and the revised Gen- 
eral Rate Schedule Provisions as filed be confirmed and approved for a period 
not exceeding five years beginning December 20, 1954. 

(2) It is appropriate for the purposes of the River and Harbor Act of 1945 in 
respect to the McNary Project and the Flood Control Act of 1944 in respect to the 
Detroit, Big Cliff, Albeni Falls, Lookout Point, Dexter, Chief Joseph, and The 
Dalles projects that the revised rate schedules and the revised General Rate 
Schedule Provisions be confirmed and approved for application to the disposition 
of electric energy generated at these projects for a period not exceeding five 
years beginning December 20, 1954. 

The Commission orders: 

(A) The proposed Bonneville rate schedules A-4, C-4, E-4, F-4, H-3, R-1 and 
the revised General Rate Schedule Provisions filed August 25, 1954, all being at- 
tached hereto and made a part hereof hereby are confirmed and approved to be 
effective on and after December 20, 1954, for a period not exceeding five years. 

(B) The rate schedules and the General Rate Schedule Provisions described 
in the above paragraph are confirmed and approved for application to the dis- 
position of electric energy produced by the McNary, Detroit, Big Cliff, Albeni 
Falls, Lookout Point, Dexter, Chief Joseph, and The Dalles projects to be effec- 
tive on and after December 20, 1954, for a period not exceeding five years. 

Commissioner Draper not participating. 


ATTACHMENT 


AT-SITE FIRM POWER WHOLESALE POWER RATE SCHEDULE A-4 


Secrion 1. Availability. This schedule is available to purchasers of firm 
power delivered by the Administrator under appropriate contracts at the power 
plants, or at a point or points adjacent thereto to be designated by the 
Administrator. 

The amount of power sold from any power plant under this rate schedule shall 
not exceed the at-site firm power determined by the Administrator to be available. 

Power sold under this schedule for direct consumption shall be consumed 
within fifteen miles of the power plant, and power sold under this schedule for 
resale shall remain available only to a purchaser the principal part of whose 
load is consumed within fifteen miles of the power plant. 

Sec. 2. Rate. Power sold under this schedule shall be at the rate of fourteen 
and one-half dollars ($14.50) net per year per kilowatt of billing demand, and 
shall be billed each month at one-twelfth (42) of the yearly rate. 

Sec. 3. Minimum charge. The net minimum monthly charge for service under 
this schedule shall be one-twelfth (42) of fourteen and one-half dollars ($14.50) 
per kilowatt of contract demand. 

Sec. 4. Billing demand. The billing demand shall be the highest of the fol- 
lowing demands: 

(1) The contract demand, 
(2) The measured demand for the month, adjusted for power factor, 
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(3) The computed demand for the month, if part of the load is supplied from 
other sources (see section 2.3 of the General Rate Schedule Provisions), 

(4) The highest measured or computed demand during the preceding eleven 
months, before adjustment for power factor. 

Sec. 5. Power factor adjustment. The adjustment for power factor specified 
in section 4 shall be made by increasing the measured demand for each month 
by 1 percent for each 1 percent or major fraction thereof by which the average 
power factor at which electric energy is supplied during such month is less 
than 0.85 lagging. This adjustment may be waived in whole or in part to the 
extent that the Administrator determines that a power factor of less than 0.85 
lagging would in any particular case be advantageous to the Government. Un- 
less specifically otherwise agreed, the Administrator shall not be obligated to 
deliver power to the purchaser at any time at a power factor below 0.75 lagging. 

Sec. 6 Rate adjustment. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the 
Administrator to become effective on December 20 of the year 1956, or 1957, 
or 1958: Provided, That the Administrator shall make timely proposal for the 
adjustment, if adjustment becomes necessary, in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 7. General provisions. Sales of power under this schedule shall be 
subject to the provisions of the Bonneville Project Act and the applicable Gen- 
eral Rate Schedule Provisions. 

This schedule supersedes Wholesale Power Rate Schedule A-4 effective March 
1, 1946. 


TRANSMISSION 





SYSTEM FIRM POWER WHOLESALE POWER RATE SCHEDULE C-4 





Section 1. Availability. This schedule is available to purchasers of firm 
power delivered by the Administrator under appropriate contracts. 

Sec. 2. Rate. Power sold under this schedule shall be at the rate of seventeen 
and one-half dollars ($17.50) net per year per kilowatt of billing demand and 
shall be billed each month at one-twelfth (142) of the yearly rate. 

Sec. 3. Minimum charge. The net minimum monthly charge for service under 
this schedule shall be one-twelfth (42) of seventeen and one-half dollars ($17.50) 
per kilowatt of contract demand. 

Sec. 4. Billing demand. The billing demand shall be the highest of the fol- 
lowing demands: 

(1) The contract demand, 

(2) The measured demand for the month, adjusted for power factor, 

(3) The computed demand for the month, if part of the load is supplied from 
other sources (see sec. 2.3 of General Rate Schedule Provisions), 

(4) The highest measured or computed demand during the preceding eleven 
months, before adjustment for power factor. 

Sec. 5. Power factor adjustment. The adjustment for power factor specified 
in section 4 shall be made by increasing the measured demand for each month 
by 1 percent for each 1 percent or major fraction thereof by which the average 
power factor at which electric energy is supplied during such month is less than 
0.85 lagging. This adjustment may be waived in whole or in part to the extent 
that the Administrator determines that a power factor of less than 0.85 lagging 
would in any particular case be advantageous to the Government. Unless 
specifically otherwise agreed, the Administrator shall not be obligated to de- 
liver power to the purchaser at any time at a power factor below 0.75 lagging. 

Sec. 6. Rate adjustment. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the Ad- 
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ministrator to become effective on December 20, of the year 1956, or 1957, or 
1958: Provided, That the Administrator shall make timely proposal for the ad- 
justment, if adjustment becomes necessary, in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 7. General provisions. Sales of power under this schedule shall be sub- 
ject to the provisions of the Bonneville Project Act and the applicable General 
Rate Schedule Provisions. 

This schedule supersedes Wholesale Power Rate Schedule C-4 effective March 
1, 1946. 


WHOLESALE POWER RATE SCHEDULE E-4 


Section 1. Availability. This schedule is available to purchasers of firm power 
delivered by the Administrator under appropriate contracts for resale, and for 
irrigation or drainage pumping use, including incidental use for other purposes 
in either case. 

Sec. 2. Rate. Subject to the provisions of sections 4 and 5, the monthly rate 
for power sold under this schedule shall be as follows: 

Demand charge : 75 cents net per kilowatt of billing demand. 

Energy charge: First 200 kilowatt-hours per kilowatt of billing demand at 
2.0 mills net per kilowatt-hour. 

Additional kilowatt-hours at 1.0 mill net per kilowatt-hour. 

Sec. 3. Billing demand. The billing demand under this rate schedule shall 
be the higher of the following demands: 

(1) The measured demand for the month, adjusted for power factor. 

(2) 70 percent of the highest measured demand, after adjustment for power 
factor, during the preceding eleven months exclusive of measured demands for 
the period from May 1 through September 30. This subsection (2) shall not 
apply to purchasers who use the power purchased under this rate schedule solely 
for irrigation or drainage pumping, and for uses incidental thereto, and who 
do not resell any of the power so purchased. 

Sec. 4. Limitations. (1) The amount payable under any billing shall not be 
less than 90 percent of the amount resulting from the application of the above 
charges and provisions in this schedule to the entire requirements of the sepa- 
rate system to which the billing applies. 

(2) For a period extending until five years after the date service is first ren- 
dered by the Administrator to a newly developed separate system, the net amount, 
after applying any applicable irrigation and drainage pumping discounts, pay- 
able for such system shall not exceed the higher of (1) 3.5 mills multiplied by 
the number of kilowatt-hours supplied, plus any increase in demand charge due 
to power factor adjustment, or (2) 3.5 mills multiplied by 90 percent of the entire 
energy requirements of the separate system to which the billing applies, plus 
any increase in demand charge due to power factor adjustment. 

(3) The 90 percent specified in limitations (1) and (2) above shall be subject 
to an appropriate adjustment if the purchaser is unable to obtain his full require- 
ments from the Administrator. 

Sec. 5. Irrigation and drainage pumping provision. During the period from 
May 1 through September 30 each year, a discount of four-tenths mill ($0.0004) 
per kilowatt-hour will be applied to energy purchased from the Administrator 
under this rate schedule and resold by the purchaser to customers for strictly 
irrigation or drainage pumping and uses incidental thereto. Such discount 
also will be applied during the five-month period to energy purchased under this 
rate schedule by purchasers organized for and using such electric energy solely 
for irrigation or drainage pumping and uses incidental thereto. 
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Where irrigation or drainage pumping energy is purchased for resale by the 
purchaser : 

(1) The kilowatt-hours to which the discount is applied will be the irrigation 
or drainage pumping kilowatt-hours metered for resale by the purchaser increased 
by 10 percent for losses. 

(2) The discount will apply only to such irrigation or drainage pumping energy 
as is separately metered by the purchaser. In order to have such discount applied, 
the purchaser, except as provided in (3) below, shall supply within 10 days 
after the close of the Administrator’s monthly billing period a record of the 
kilowatt-hours for each irrigation or drainage pumping customer so metered, 
and also such other data as are reasonably requested by the Administrator. 

(3) Purchasers may supply such data to the Administrator on other than a 
monthly basis if the data corresponds to the purchasers’ regular billing periods 
that may be in effect for billing such irrigation or drainage pumping deliveries 
to its customers. In such instances the discount will be applied to the Admin- 
istrator’s monthly bill most nearly corresponding to the purchaser’s regular billing 
period for such customers. 

Notwithstanding any other provisions of this schedule, the Administrator may 
include in contracts with purchasers of irrigation or drainage pumping power a 
minimum annual charge for such power in an amount which shall return the 
annual costs on special facilities, if any, required to be installed by the Admin- 
istrator to supply such service. At the end of the calendar year the purchaser 
will be billed for any amount by which said required minimum annual charge 
exceeds the total amounts previously billed for the year. 

Sec. 6. Power factor adjustment. The adjustment for power factor specified 
in section 3 shall be made by increasing the measured demand for each month 
by 1 percent for each 1 percent or major fraction thereof by which the average 
power factor at which energy is supplied during such month is less than 0.95 
lagging. This adjustment may be waived in whole or in part to the extent that 
the Administrator determines that a power factor of less than 0.95 lagging 
would in any particular case be advantageous to the Government. Unless spe- 
cifically otherwise agreed, the Administrator shall not be obligated to deliver 
power to the purchaser at any time at a power factor below 0.75 lagging. 

Sec. 7. Rate adjustmert. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the Ad- 
ministrator to become effective on December 20 of the year 1956, or 1957, or 
1958: Provided, That the Administrator shall make timely proposal for the ad- 
justment, if adjustment becomes necessary, in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 8. General provisions. Sales of power under this schedule shall be sub- 
ject to the provisions of the Bonneville Project Act and the applicable General 
Rate Schedule Provisions. 

This schedule supersedes Wholesale Power Rate Schedule E-—4, as amended 
July 1, 1952. 

WHOLESALE POWER RATE SCHEDULE F—4 


Section 1. Availability. This schedule is available to purchasers of firm 
power delivered by the Administrator under appropriate contracts. 

Sec. 2. Rates. Power shall be sold under this schedule at the following 
monthly rate: 


Demand charge: 75 cents net per kilowatt of billing demand. 

Energy charge: First 360 kilowatt-hours per kilowatt of billing de- 
mand at 2.5 mills net per kilowatt-hour. 

Additional kilowatt-hours at 1.0 mill net per kilowatt-hour. 
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Sec. 3. Minimum charge. The total net minimum monthly charge for service 
under this schedule shall be the higher of (1) 75 cents per kilowatt of contract 
demand, or (2) 75 percent of the highest demand charge billed during the pre- 
ceeding eleven months. The Administrator may include in contracts for the sale 
of power under this rate schedule a provision requiring a higher minimum 
charge based on load factor. 

Sec. 4. Billing demand. The billing demand under this rate schedule shall 
be the highest of the following demands: 

(1) The contract demand, 

(2) The measured demand for the month, adjusted for power factor, 

(3) The computed demand for the month, if part of the load is supplied from 
other sources (see sec. 2.3 of General Rate Schedule Provisions). 

Sec. 5. Power factor adjustment. The adjustment for power factor specified 
in section 4 shall be made by increasing the measured demand for each month 
by 1 percent for each 1 percent or major fraction thereof by which the average 
power factor at which electric energy is supplied during such month is less 
than 0.85 lagging. This adjustment may be waived in whole or in part to the 
extent that the Administrator determines that a power factor of less than 0.85 
lagging would in any particular case be advantageous to the Government. Un- 
less specifically otherwise agreed, the Administrator shall not be obligated to 
deliver power to the purchaser at any time at a power factor below 0.75 lagging. 

Sec. 6. Rate adjustment. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the Ad- 
ministrator to become effective on December 20 of the year 1956, or 1957, or 
1958: Provided, That the Administrator shall make timely proposal for the ad- 
justment, if adjustment becomes necessary in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 7. General provisions. Sales of power under this schedule shall be sub- 
ject to the provisions of the Bonneville Project Act and the applicable General 
Rate Schedule Provisions. 

This schedule supersedes Wholesale Power Rate Schedule F-4 effective April 
1, 1948. 

DUMP ENERGY 


WHOLESALE ENERGY RATE SCHEDULE H-3 


Section 1. Availability. This schedule is available to purchasers of dump 
energy delivered by the Administrator under appropriate contracts in cases in 
which the Administrator determines that the purchaser normally maintains 
electric generating facilities or has firm standby contracts or other sources of 
energy satisfactory to the Administrator sufficient to supply the purchaser's re- 
quirements when dump energy is not delivered. This schedule also applies to 
energy delivered for experimental and testing purposes and for emergency and 
breakdown use under the conditions set forth in sections 7.1 and 8.1, respectively, 
of the applicable General Rate Schedule Provisions. 

Sec. 2. Delivery. Delivery of dump energy is not assured. The Administra- 
tor shall be the sole judge of whether and when dump energy will be delivered, 
and if delivered, the amount thereof. 

In the event that the dump energy available to the Administrator is insuf- 
ficient to supply the requirements of all purchasers thereof, the Administrator 
shall, in his sole discretion, designate the purchasers to whom such dump energy 
shall be delivered and the amount thereof to be delivered to each such purchaser. 
Sec. 3. Rate. Energy shall be sold under this schedule at two and one-half 
2.5) mills net per kilowatt-hour delivered. 
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Sec. 4. Minimum charge. If it is necessary for the Government to install 
extra equipment or extra capacity for the purpose of delivering energy under 
this schedule, the contract for the sale of energy shall provide a minimum 
charge sufficient, in the judgment of the Administrator, to protect the Govern- 
ment from loss due to the installation of such extra equipment or extra capacity. 

Sec. 5. Rate adjustment. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the Ad- 
ministrator to become effective on December 20 of the year 1956, or 1957, or 
1958: Provided, That the Administrator shall make timely proposal for the ad- 
justment, if adjustment becomes necessary, in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 6. General provisions. Sales of power under this schedule shall be sub- 
ject to the provisions of the Bonneville Project Act and the applicable General 
Rate Schedule Provisions. 

This schedule supersedes Wholesale Energy Rate Schedule H-3 effective 
March 1, 1946. 

WHOLESALE POWER RATE SCHEDULE R-1 


SecTion 1. Availability. This schedule applies to at-site and transmission sys- 
tem firm power used by railroads primarily for traction purposes, delivered under 
appropriate contracts to railroads or to purchasers for resale to railroads. The 
points of delivery shall be so located that the capacity required for the estimated 
load at each point of delivery shall be not less than 7,500 kva, unless in any 
particular case the Administrator determines that it would be advantageous to 
the Government to supply a lower capacity. 

Sec. 2. Rate. Energy shall be sold under this schedule at four mills per 
kilowatt-hour of net energy supplied adjusted for power factor as set forth 
below. Such net energy before adjustment for power factor will be determined 
as the aggregate number of kilowatt-hours delivered to the purchaser’s system 
at all points of delivery less the number of kilowatt-hours resulting from regen- 
erative braking received by the Government for the purchaser’s system. The 
energy flowing in both directions will be metered separately as of each point of 
delivery. 

Sec. 3. Minimum charge. The net minimum charge under the schedule shall 
be $0.50 per month times the aggregate kva capacity of all of the points of 
delivery. 

Sec. 4. Power factor adjustment. The net energy before adjustment for power 
factor will be increased 1 percent for each 1 percent or major fraction thereof 
by which the average power factor is less than 0.95 lagging. This adjustment 
may be waived in whole or in part to the extent that the Administrator deter- 
mines that a power factor of less than 0.95 lagging would in any particular case 
be advantageous to the Government. Unless specifically otherwise agreed, the 


Administrator shall not be obligated to deliver power at any time at a power 
factor below 0.75 lagging. 

Sec. 5. Rate adjustment. This rate schedule shall be subject to such adjust- 
ment as the Federal Power Commission may approve upon proposal by the Ad- 
ministrator to become effective on December 20 of the year 1956, or 1957, or 
1958: Provided, That the Administrator shall make timely proposal for the ad- 
justment, if adjustment becomes necessary, in order to bring the rate schedule 
into conformity with the rate standards of the Bonneville Project Act. 

Sec. 6. General provisions. Sales of power under this schedule shall be sub- 
ject to the provisions of the Bonneville Project Act and to the applicable Gen- 
eral Rate Schedule Provisions. 

This schedule supersedes Wholesale Power Rate Schedule R-1 effective April 
1, 1948. 
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GENERAL RATE SCHEDULE PROVISIONS 


1.1 Firm power. Firm power is power which the Administrator assures as 
being continuously available to a customer to meet his load requirements except 
when operation of the facilities used by the Government to serve the purchaser 
is suspended, interrupted, interfered with, or curtailed due to uncontrollable 
forces as defined herein, or because of necessary maintenance. 

2.1 Contract demand. The contract demand shall be the number of kilowatts 
that the Administrator agrees to have available for delivery to the purchaser 
under the conditions stated in the rate schedule. Any delivery of power in 
excess of contract demand shall in no event obligate the Administrator to con- 
tinue to deliver power in excess of the contract demand. 

2.2 Measured demand. Except where deliveries are scheduled as hereinafter 
provided, the measured demand for any class of power, for any point of delivery, 
and for any period, shall be the largest of the 30-minute integrated demands 
at which such elass of power is delivered to the purchaser at such point during 
such period. The Administrator, in determining the measured demand, will 
exclude any abnormal 30-minute integrated demands due to or resulting from 
emergencies, breakdowns, or maintenance of the Government’s facilities. The 
class of power referred to above may include but is not restricted to firm, dump, 
experimental, testing, emergency, breakdown, and interruptible power. 

If the contractual arrangements provide for the delivery of more than one 
class of power to the purchaser at any point of delivery, the total 30-minute 
integrated demands at such point will be determined from measurements as 
specified in the contract, or estimated where metering or other data are not 
available for such determination. The portion of each of such demands as- 
signable to each class of power will be determined according to the terms of 
the contract. 

If the flow of electric energy to the purchaser at any point or points of 
delivery cannot be adequately controlled because the purchaser’s system is 
interconnected with one or more systems which are also interconnected directly 
or indirectly with the Government system, the purchaser’s measured demand 
for each class of power, for such point or points, and for any period, shall be 
the largest of the hourly amounts of such class of power which are scheduled 
for delivery to the purchaser at such point or points during such period. 

2.3 Computed demand. A. The determination of computed demand for pur- 
chasers whose hydro generating facilities depend essentially upon daily usable 
streamflow, or for purchasers having only fuel-burning generating facilities, 
is made as follows: 

(1) Determine for the billing month the capability of the purchaser's hydro 
generating facilities, both in terms of 30-minute peaking and of energy, under 
the water conditions which would have occurred during the same month in 
the critical year of record including modifications due to upstream storage 
operations. The determination will be made on the basis of the average daily 
usable streamflow in the critical year calculated separately for the first ten 
days, the second ten days, and the remainder of the month, respectively. 

(2) Determine the capability, both in terms of 30-minute peaking and of 
energy, of the purchaser’s fuel-burning generating facilities based on the most 
adverse fuel conditions reasonably to be anticipated and for which prudent 
operation would require provision to be made. 

Limitation of fuel supply due to war or other extraordinary emergency will 
receive special treatment as required to conform to the basic purposes of the 
computed demand as stated above. 
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(3) Determine the firm peaking and energy capability available to the pur- 
chaser from other sources through purchase, lease, and exchange agreements. 

(4) Determine the purchaser's assured capability for either peaking or energy 
by adding the capabilities determined in A (1), (2), and (3) above and 
deducting appropriate reserves. 

(5) The computed demand for the month will be the greater of: 

(a) The largest amount for any half hour by which the purchaser’s actual 
system demand exceeds the purchaser’s assured capability, or 

(b) The largest amount during the month by which the purchaser's actual 
system average energy load for each ten-day period exceeds the purchaser's 
assured average energy capability for the corresponding ten-day period. 

B. The determination of computed demand for purchasers having seasonal 
storage facilities (subsequently defined) is made as follows: 

(1) Determine the 30-minute peaking and monthly energy capabilities of all 
nonstorage resources described in A (1), (2), and (3) above. 

(2) Determine the monthly capabilities, both in terms of 30-minute peaking 
and of energy, of hydro generation facilities having seasonal storage, by relating 
total system resources to estimated monthly loads for the current operating year 
with storage utilized to provide the minimum peaking or energy requirement 
after deduction of adequate reserve generating capacity. 

This determination will be made prior to the beginning of each operating year. 

(3) The purchaser’s assured monthly capability for either peaking or energy 
will be the total system resources less reserves, as determined in B (1) and (2) 
above. 

(4) The computed demand for the month will be the greater of: 

(a) The largest amount for any half hour by which the purchaser’s actual 
system demand exceeds the purchaser's assured capability, or 

(b) The purchaser’s actual system average energy load for the month less 
the purchaser's assured average energy capability for the corresponding month. 

Seasonal Storage shall mean storage held over from the annual high-water 
season to the following low-water season in an amount sufficient to regulate the 
hydro energy resources of the system to the system load requirements in a 
manner which would result in a uniform computed energy demand for a period 
of one month or more. 

The use of computed demand as one of the alternatives in determining billing 
demand is intended to assure that each purchaser who purchases power from 
the Administrator to supplement his own facilities or other firm power purchases 
will take a block of power substantially equivalent to the additional capacity 
which the purchaser would otherwise have to provide on the basis of normal and 
prudent operation, viz. sufficient capacity to carry the load through the most 
critical water or other conditions reasonably to be anticipated, with an adequate 
operating reserve. 

Since the computed demand depends on the relationship of capability of re- 
sources to system requirements, the computed demand for any month cannot be 
determined until after the end of the month. As each purchaser must estimate 
his own load, and is in the best position to follow its development from day to 
day, it will be his responsibility to request scheduling of firm power, including 
any increase over previously established demands, on the basis estimated by 
him to result in the most advantageous purchase of the power to be billed at the 
end of the month. 

Each contract in which computed demand may be a factor in determining the 
billing demand shall have attached to it as an exhibit a calculation of the com- 
puted demand of the purchaser for the period having the highest computed de- 
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mand during the twelve months immediately preceding the effective date of the 
contract. 

2.4 Restricted demand. If at any time the Administrator notifles the pur- 
chaser that future delivery of power will be restricted, or restricts power de- 
livery to a specific amount which he determines can be made available (not 
including temporary restrictions made necessary by emergency conditions) then, 
in determining subsequent bills such restricted demand shall be substituted for 
any higher ratcheted demand or current computed demand which would other- 
wise be applicable. This provision shall not be deemed to give the Administrator 
the right to restrict deliveries below contract demand. 

3.1 Administrator. The term Administrator means the Bonneville Power Ad- 
ministrator or such other department, agency, or official authorized by law to 
perform functions now performed by the Administrator, or any of their au-— 
thorized agents. 

4.1 Character of service. Power and energy supplied hereunder will be 3-phase 
alternating current at approximately 60 cycles per second, or such other type of 
service as may be available. 

5.1 Point of delivery and delivery voltage. Power and energy shall be de- 
livered to each purchaser at such point or points and such voltage or voltages 
as are agreed upon by the Administrator and the purchaser. Delivery at more 
than one voltage shall constitute delivery at more than one point. 

Unless otherwise specifically provided in the rate schedule, where service is 
rendered to a purchaser at more than one point of delivery, the service at each 
point of delivery shall be billed separately under the applicable rate schedule. 
Provision for combined billing may be made in other cases, under conditions 
and terms specifically provided in the power sales contract, when: (a) Delivery 
at more than one point is advantageous to the Government, or (b) the flow of 
power at the several points of delivery is reasonably beyond the control of the 
purchaser. 

6.1 Application of rates during initial operation period. In order to promote 
the development of new industries, the Administrator, for an initial operating 
period beginning with the commencement of operation of a new plant or major 
addition to an existing plant, and extending for such period as may be reasonably 
required by the character of the operation but not to exceed three months, may 
agree (a) to bill for service to such new plant or major addition on the basis 
of the maximum demand for each day, or (b) if such new plant or major ad- 
dition is served by a distributor purchasing power therefor from the Admin- 
istrator, to bill for that portion of such distributor’s load which results from 
service to such new plant or major addition on the basis of the maximum demand 
for each day. The initial operating period may, with approval of the Federal 
Power Commission, be extended beyond the initial three months’ period for such 
additional time as the character of operations may reasonably require. During 
such initial operating period such rate schedule provisions regarding contract 
demand, billing demand, and minimum monthly charge as are inconsistent with 
this section will be inoperative. 

7.1 Energy used for experimental and testing purposes. In order to promote 
experimentation in new processing methods and in development of new types 
of load within the market area, the Administrator, for such time as may be 
reasonably required by the character of the experimentation, but not to exceed 
six months from the date of initial service unless approval of the Federal Power 
Commission is first obtained, may sell the energy used solely for such experimen- 
tation in accordance with Wholesale Energy Rate Schedule H-3. Energy used 
solely for testing of new equipment or processes also may be sold by the Admin- 
istrator under the same conditions as apply to experimental energy. 
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8.1 Bnergy supplied for emergency and breakdown use. A purchaser taking 
firm power shall pay in accordance with Wholesale Energy Rate Schedule H-3 
for any energy which has been supplied (a) for an emergency or breakdown use 
on the purchaser’s system, or (b) following such emergency or breakdown to 
replace energy secured from sources other than the Government during such 
emergency or breakdown. 

9.1 Billing month. Meters will normally be read and bills computed at in- 
tervals of one month. A month is defined as an interval of approximately 30 
days between normal meter-reading dates. If service is for less or more than 
the normal billing month, the monthly charges stated in the applicable rate 
schedule will be appropriately adjusted. 

9.2 Payment of bills. Bills for power shall be rendered monthly and shall be 
payable at the office of the Administrator. Failure to receive a bill shall not 
release the purchaser from liability for payment. If payment in full is not made 
on or before the close of business of the thirtieth day after the date of the bill, 
a delayed payment charge of two percent (2%) of the unpaid amount of the 
bill will be made except in the case of bills rendered under contracts with other 
agencies of the United States. 

The Administrator may, whenever a power bill or a portion thereof remains 
unpaid subsequent to the thirtieth day after the date of the bill, and after giving 
thirty days’ advance notice in writing, cancel the contract for service to the 
purchaser, but such cancellation shall not affect the purchaser’s liability for any 
charges accrued prior thereto. 

Remittances received by mail will be accepted without assessment of the two 
percent (2%) delayed payment charge provided the postmark indicates the pay- 
ment was mailed on or before the thirtieth day after the date of the bill. If the 
thirtieth day after the date of the bill is a Sunday or a holiday, the next following 
business day shall be the last day on which payment may be made without the 
addition of the delayed payment charge. 

10.1 Change from one rate schedule to another. Upon written request to the 
Administrator, any purchaser who has contracted for service under any rate 
schedule may change, at his option, to any other applicable rate schedule under 
an appropriate amendment to the contract, effective during the remainder of 
the original contract term. Only one such change will be permitted during the 
term of the original contract, other than changes resulting from the purchaser's 
option to substitute any applicable new rate schedule which may be filed by the 
Administrator. The change in rate will be made effective at the beginning of 
the first billing period following receipt of such request or at such later date as 
the request may stipulate. The billing factors established under the superseded 
rate schedule shall be applied, if applicable, in computing bills under the newly 
elected rate schedule in the same manner as if they had been established under 
the newly elected rate schedule. 

11.1 Approval of rates. Schedules of rates and charges for electric energy sold 
to purchasers by the Administrator shall become effective only after confirmation 
and approval by the Federal Power Commission. Such rate schedules may be 
modified from time to time by the Administrator subject to confirmation and 
approval by the Federal Power Commission. 

12.1 Average power factor. The formula for determining average power factor 
is as follows: 

: Kilowatt-hours 
V (Kilowatt-hours)*+ (Reactive kilovolt-ampere- 
1 aS 4 0 ae 1 


Average Power Factor = —— 


In applying the above formula, the meter for measurement of reactive kilovolt- 
ampere-hours will be ratcheted to prevent reverse registration. 
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When deliveries to a purchaser at any point of delivery include more than one 
class of power and it is impracticable to separately meter the kilowatt-hours 
and reactive kilovolt-ampere-hours for each class, the average power factor of 
the total deliveries for the month will be used, where applicable, as the power 
factor for each of the separate classes. 

13.1 Uncontrollable forces. The term Uncontrollable Forces means (a) strikes 
affecting the operation of the purchaser’s works or system or other physical facil- 
ities upon which such operation is completely dependent, or of physical facilities 
used by the Government to serve the purchaser, or (b) events, reasonably 
beyond the control of the party having jurisdiction thereof, causing failure, 
damage, or destruction of such works, system, or facilities which by the exer- 
cise of reasonable diligence such party could not reasonably have been expected 
to avoid. Each party shall notify the other immediately of any defect, trouble, 
or accident which may in any way affect the delivery of power by the Govern- 
ment to the purchaser. In the event the operations of either party are sus- 
pended, interrupted, interfered with, or curtailed due to uncontrollable forces, 
such party shall exercise due diligence to reinstate such operations with all 
reasonable dispatch. 

13.2 Reduction in charges on account of interruptions. If operation of the 
customer’s works or system or other physical facilities upon which such opera- 
tion is completely dependent, or if operation of physical facilities used by 
the Government to serve the purchaser is suspended, interrupted, interfered 
with, or curtailed due to uncontrollable forces, as defined herein, or because of 
necessary Maintenance on the Government’s system, the charges for power 
shall be appropriately reduced. No interruption of less than five (5) minutes 
duration will be considered for computation of such reduction in charges. 

14.1 Determination of estimated billing data. In cases where amounts of 
power and energy purchased by a distributor must be estimated from infor- 
mation on use of power by ultimate consumers of that distributor, the Ad- 
ministrator shall review the data on consumer use of power submitted by the 
purchaser, and if any changes are deemed necessary, will advise the purchaser of 
the changes proposed. In the event that agreement cannot be reached as to the 
estimate, a binding determination shall be made by a committee composed of 
one member appointed by the Administrator, one member appointed by the 
purchaser, and if necessary, one member who shall have no direct interest to be 
selected by the two members so appointed. 

15.1 Sale of interruptible power. Interruptible power is power which the 
Administrator agrees to deliver except when curtailed by him upon reasonable 
notice. The wholesale power rate schedules applicable to the sales of firm power 
by the Administrator shall also apply to sales of interruptible power, subject 
to the following provisions: 

A. The billing demand shall be the measured demand for the month, ad- 
justed for power factor. 

B. The minimum monthly charge for firm power included in such schedules 
shall not apply. 

C. If the Administrator curtails or agrees at the request of the purchaser 
to curtail deliveries of interruptible power during any month: 

(1) The rates per kilowatt and the energy blocks, if any, stated in the sched- 
ules shall be prorated according to the ratio of the time in each portion of the 
month during which the same restrictions were continuously in effect to the 
total time in the month, and 

(2) The billing demand for interruptible power for such portion of the 
month shall be the measured demand during such portion of the month adjusted, 
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pursuant to the applicable rate schedule, for the average power factor for the 
entire month. 

D. Any contract which provides that the purchaser shall purchase a specified 
amount of interruptible power until firm power is substituted therefor when it 
becomes available for that purpose as provided in such contract, shall include 
a minimum billing demand for such interruptible power which shall apply 
except when deliveries thereof are curtailed by the Administrator below the 
specified amount to be purchased. 


Order approving proposed settlement and requiring rate schedules to be filed 
The Ohio Fuel Gas Co. 
Docket Nos. G-1786 and G-—1965 


December 22, 1954 


In Opinion No. 273 and accompanying order issued July 26, 1954, 13 F. P. C. 280 
the Commission prescribed rates and a tariff for The Ohio Fuel Gas Company 
(Ohio Fuel) for the period beginning February 11, 1952, through February 28, 
1954, and disposed of funds collected under bond. Thereafter applications for 
rehearing were filed by Ohio Fuel, Cincinnati Gas and Electric Company and the 
City of Cincinnati. By order issued September 27, 1954, the Commission reopened 
the record in these proceedings for the limited purpose of receiving actual data 
for the computation of a rate base, cost of service and determination of rates 
in conformance with the Commission’s opinion. 

Pursuant to Commission order, hearing was held on November 30, 1954. At 
the hearing, Exhibit 122, comprising four schedules attached hereto as an 
Appendix, was received in evidence, in which Ohio Fuel’s rate base and cost 
of service and rates based thereon, in a manner consistent with the Commission’s 
Opinion No. 273, are developed for two 12-month periods, March 1, 1952, through 
February 28, 1953, and March 1, 1953, through February 28, 1954. 

All the parties to the proceeding joined in recommending to the Commission 
certain disposition of monies collected under bond under the rates in these two 
dockets which were in effect between February 11, 1952, and February 28, 1954, 
with a further agreement as to the method of disposition of any refunds which 
Ohio Fuel may receive from its suppliers applicable to this period. 

Ohio Fuel is to calculate refunds to its customers at present on the basis of the 
amounts shown in Column 10 of Schedule 4 of the Appendix hereto which 
shows the difference between the amounts collected and the amounts which 
should have been collected through rates determined on the basis of actual 
costs incurred, excluding the amounts shown in parentheses in that column 
which represent undercharges by Ohio Fuel, with 6% interest from the date of 
payment to the date of refund. The total amounts of refunds by Ohio Fuel to 
Dayton Power and Light Company and the City of Lancaster, including interest 
computed on the face amounts shown in Column 10, are to be reduced by a total 
amount of $55,476 to be apportioned between these two customers in proportion 
to the amounts shown for the respective customers in Column 10. Ohio Fuel is 
to file revised tariff sheets containing the rates set forth at the top of Columns 
4 and 7 of Schedule 4 of the Appendix in accordance with the Commission’s 
Opinion No. 273. 
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All further amounts which may be refunded to Ohio Fuel by its suppliers, 
applicable to the period from February 11, 1952, through February 28, 1954, shall 
be allocated between wholesale and retail customers on the basis of the com- 
modity cost allocation percentages shown on Schedules 1 and 2 of the Appendix, 
and shail be distributed among wholesale customers in proportion to the total 
Mcf of sales shown in Columns 3 and 6 of Schedule 4 of the Appendix. When such 
refunds have been received, Ohio Fuel shall file revised rates reflecting such 
refunds on an annual basis in the commodity component of the rates on file with 
the Commission. The rates shown in Column 7 of Schedule 4 of the Appendix, 
after adjustment for such refunds, will be the underlying rates for Docket No. 
G-2281. 

Settlement of the proceedings on the basis described herein was agreed to by 
all parties present on the record on November 30, 1954, and the proposed settle- 
ment was certified to the Commission upon the recommendation of all such 
parties. 

The Commission finds: 

The proposed settlement of these rate proceedings on the basis heretofore 
described, subject to the terms and conditions hereinafter ordered, is appropriate 
and in the public interest in carrying out the provisions of the Natural Gas Act 
and should be approved and made effective as hereinafter provided and ordered. 

The Commission orders: 

(A) Within 30 days after issuance of this order Ohio Fuel shall revise its 
FPC Gas Tariff, First Revised Volume No. 1, including Original Sheet No. 7 
and First Revised Sheet No. 7, consistent with Opinion No. 273 and accompany- 
ing order as modified hereby. 

(B) Ohio Fuel shall refund to its customers with interest at 6% per annum, 
from the date of payment to Ohio Fuel to the date of refund by it, the excess 
charges as computed in Column 10 of Schedule 4 of the Appendix (excluding 
undercharges shown in parentheses in such column) with the reduction of the 
refund to Dayton Power and Light Company and the City of Lancaster, as stated 
above and agreed to by the parties. 

(C) Ohio Fuel shall refund to all of its wholesale customers a proportionate 
part of any further refunds which it may receive from its suppliers, resulting 
from disposition of proceedings involving the rates of its suppliers applicable 
to the period from February 11, 1952, through February 28, 1954, in the manner 
stated herein and agreed to by the parties in the settlement of these proceedings. 
Ohio Fuel shall file revisions of its tariffs reflecting such refunds in the com- 
modity component of its rates. 

(D) Within 45 days from the date of issuance of this order Ohio Fuel shall 
report in writing and under oath to the Commission the amount of refunds to 
each customer receiving refunds and shall serve a copy of such report upon 
such wholesale customer. Within 30 days from the date of the receipt by it of 
refunds from any of its suppliers applicable to the period from February 11, 
1952, through February 28, 1954, Ohio Fuel shall refund to its wholesale cus- 
tomers portions of such amounts consistent with this order and shall report 
to the Commission in writing and under oath the amounts so refunded to each 
wholesale customer and the basis for the total refund and its distribution. 

(E) Upon compliance with the terms of this opinion and order, the proceed- 
ings at Docket Nos. G-1786 and G—1965 shall be terminated. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be made by the Commission in any proceeding now pending 
or hereafter instituted. 

Commissioner Draper not participating. 
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SCHEDULE NO. 1 
FPC Dockets G—1786, G-1965 


THe Onro Fuet Gas Co. 


Cost of service determined on the basis of the principles enunciated in F PC Opinion 


No. 278 for the 12 months ended Feb. 28, 1958 





Line 
No. 





| Cost classification 

















Description | Total a 
Demand | Commodity 
(1) (2) (3) (4) 
Cost of produced and purchased gas_............-...-- $46, 277, 983 $5, 243, 982 $41, 034, 001 
oS Ee, ae 283, 566 283, 566 
Cost of underground storage 5, 167, 611 2, 362, 334 
ee EE ciasiceusadoienindaunvidhdmandtaiuninte 10, 700, 250 | 4, 830, 699 
II icici psi abiipdietie sienna tele —nciewaniaicinignts $62, 42 29, 410 $12, 720, 581 
Percent applicable to wholesale sales. ............-.---|---- j 27. 3 | 
IIR oii oak ck eS ocubaeseknameden ~ $16, 671, ‘821 $3, 533, 777 
State excise tax............ ici 116, 137 
ea ane 122, 178 
Total wholesale cost of service.............------ 
Mef billing units at 14.73 psia_................-......-|_. pcenda® (ae 204, 479.8 41, 953, 346 
Rates to recover above cost of service..................|-.--.--.------ $2. 00 29. 80¢ 
Total revenue at above rates. ...........-...-..- $16, 911, 057 $4, 408, 960 $12, 502, 097 


SCHEDULE NO. 2 
FPC Dockets G-—1786, G—1965 


THE Onto Fvet Gas Co. 


Cost of service determined on the basis of the principles enunciated in F PC Opinion 


No. 273 for the 12 months ended Feb. 28, 1954 





Line 
No. 


| 


Can Oa #WONe 


Cost classification 





Description Total } 


Demand | Commodity 


(1) (2) (3) (4) 





Cost of produced and purchased gas $53, 025, 617 $6, 47 4,695 | $46, 550, 922 


























OE A eee | 276, 503 | , 8 ee area 

Cost of underground storage...........-- 6, 504, 856 | 2, 964, 587 3, 540, 269 

Cost of transmission................-.-----------------| 11, 600, 777 | 5, 360, 142 | 6, 240, 635 

ee ta ae gad es cee | $71, 407, 753 | $15, 075, 927 | $56, 331, 826 

. 28. 1 6. 86 

I OU as ctcnddadtincdausdennwiiiacnctooik $19, 487, 671 | bcs 130, 728 
I lo ac 141, 059 | ~ 









Rs Gicttchotnewadudicdsnenicwaddnanadkaced | 75, 000 | 





Total wholesale cost of service 





Meof billing units at 14.78 pele.........................|-.. 
Rates to recover above cost of service... 
Total revenue at above rates 





$4, 751, 991 $14, 954, 108 
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SCHEDULE NO. 3 
THe Onto Fuet Gas Co. 


FPC Dockets G—1786, G—-1965 









Actual rate base and return at 6%%—Production and transmission determined on 


i No. —— a Bas anaes 
Feb. 28, 1953 Feb. 28, 1954 
(1) 2) 3 
1 | Net plant investment—average: 
2 Gas plant in service shpbbuenmae $121, 302, 637 
3 Gas plant held for future use......-.-.--- 390, 528 
4 ON nines s dbbcctaentadeneinseenien , $121, 693, 165 $131, 294, 503 
5 Less: 
6 Reserve for depreciation and depletion—average - - - $22, 618, 788 $23, 940, 258 
7 Contributions in aid of construction -.--... 227, 098 249, 481 
8 $22, 845, 886 $24, 189, 739 
a Net plant investment...............- $98, 847, 279 $107, 104, 764 
10 | Working capital: 
ll Cash requirements.-_------- 7 : $839, 710 $844, 076 
12 Materials and supplies-.-_---- ae ‘ 4, 093, 911 3, 725, 687 
13 OE Sinine cn connate econ = 218, 416 199, 72 
14 Gas in underground storage --.-------- - F 9, 516, 350 14, 010, 578 
15 $14, 668, 387 $18, 780, 062 
16 Less: 75 percent of Federal income tax accruals available for 
7 working capital.--.......-.--- - a (2, 553, 128 (2, 912, 118 
18 FRE WI Ci citectsntscsctncns sige dione $12, 115, 259 $15, 867, 944 
19 Total rate base..... dinctinidtubaiiiiaen _— $110, 962, 538 $122, 972, 708 
Return a6 G6 PETC .ncccccccscceccssccesces $6, 935, 159 $7, 685, 794 


| 
1 
i Line | Description 


the basis of the principles enunciated in F PC Opinion No. 273 





Production and transmission 
for 12 months ended 
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Order confirming and approving rate schedules 
Bonneville Project, Columbia River, Washington-Oregon 
Docket Nos. IT-6087, IT-6088, IT-6089, IT-6090, E-6331, E-6564 
December 22, 1954 


On March 18, 1954, 13 F. P. C. 904, the Commission, pursuant to the provisions 
of the Bonneville Act (50 Stat. 731), issued an order confirming and approving 
the rates and charges for electric energy provided in contracts between Bonne- 
ville Power Administration (Bonneville) and Portland General Electric Com- 
pany (IT-6087), Puget Sound Power and Light Company (IT-6088), Pacific 
Power and Light Company (IT-6089), Mountain States Power Company (IT- 
6090), and the Washington Water Power Company (E-6331). On July 15, 
1954, 13 F. P. C. 1187, the Commission issued a similar order regarding the 
rates and charges in the contract between Bonneville and California-Pacific 
Utilities Company (E-6564). All of these contracts utilized a special application 
of Bonneville’s C-4 and F-4 rate schedules. In both of these orders the Com- 
mission’s confirmation and approval was for an interim period expiring Decem- 
ber 19, 1954, pending the confirmation and approval of revised rate schedules 
and General Rate Schedule Provisions to be filed by Bonneville. 

On August 25, 1954, Bonneville filed revised rate schedules A-4, C-—4, E-4, 
F4, H-3, and R-1 and General Rate Schedule Provisions for Commission con- 
firmation and approval (Docket No. E-6580) and on the same day the Secretary 
of the Interior acting for Bonneville requested confirmation and approval of 
the application of the revised rate schedules C-4 and F-4 as modified by the con- 
tracts with the companies named above heretofore approved as to rates and 
charges for an interim period expiring December 19, 1954. 

The Commission on December 15, 1954, adopted an order in Docket No. E- 
6580, 13 F. P. C. 1519 confirming and approving Bonneville’s revised rate 
schedules and General Rate Schedule Provisions referred to above. 

The Commission finds: 

It is appropriate for the purposes of the Bonneville Act that the proposed 
rates and charges for the disposition of electric energy, set forth in the contracts 
referred to above, as modified by the application of the revised rate schedules 
C—4 and F-4, be confirmed and approved to be effective on and after December 
20, 1954, for a period not exceeding five years. 

The Commission orders: 

The rates and charges set forth in the contracts between Bonneville and the 
companies named above, as modified by the application of the revised rate 
schedules C-4 and F-4, be and they are hereby confirmed and approved to be 
effective on and after December 20, 1954, for a period not exceeding five years. 

Commissioner Draper not participating. 


Order granting temporary authorization to operate facilities 


Panhandle Eastern Pipe Line Company, G-—1705, G-1937, G—2433, G-—2475; Indi- 
ana Gas & Water Company, Inc., G-1813; Indiana Gas & Water Company, Inc. 
©. Panhandle Eastern Pipe Line Company, G—2023; Missouri Public Service 
Company, G-2057 ; City of Montgomery, Missouri, G-2932; Town Gas Company 

of Illinois, G-3159 
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December 22, 1954 


?anhandle Eastern Pipe Line Company (Panhandle), on May 18, 1954, filed 
its application at Docket No. G—2433 for a certificate of public convenience and 
necessity authorizing the construction and operation of facilities which would 
increase its maximum day delivery capacity by approximately 455,000 Mcf per 
day from an estimated 970,000 Mcf to 1,425,000 Mcf per day. By our telegraphic 
order issued September 2, 1954, Panhandle was granted temporary authorization 
to construct a portion of the applied for facilities which would increase its capac- 
ity by 100,000 Mcf per day or from 970,000 Mcf to 1,070,000 Mcf per day. Pan- 
handle, on December 2, 1954, filed an application for temporary authorization to 
operate such facilities and to make increased deliveries to certain customers in 
accordance with new service agreements which it has executed with such 
customers. Contained in the application is a specification of the customers and 
the increased winter contract demands which Panhandle proposes upon issuance 
of temporary authorization... Under its proposal Panhandle would distribute 
among specified customers 98,305 Mcf of the additional capacity available from 
the facilities it has been temporarily authorized to construct. 

We have examined Panhandle’s application for temporary authorization to 
operate the subject facilities and increase deliveries to some customers, and 
while we consider it reasonable that Panhandle be authorized to make use of 
the incremental pipeline capacity added to the system under the temporary 
authorization heretofore granted, we are of the opinion that Panhandle’s proposal 
does not provide for an equitable distribution of the incremental capacity. This 
distribution completely ignores Panhandle’s obligation to serve those of its cus- 
tomers with whom it has not executed service agreements and as to whom it seeks 
authorization to abandon service in the consolidated proceedings, Docket Nos. 
G-1116, et al. 

Panhandle’s peak day volumetric obligations to such customers are thoroughly 
discussed in our Opinions Nos. 218 and 218-A, In the Matter of Panhandle Eastern 
Pipe Line Company, et al., Docket Nos. G—1116, et al., 10 FPC 328 and 361 (1951), 
and we fixed the contract demands to these customers in Appendices A, B, C, 
and D of our order issued March 5, 1952, 11 F. P. C. 862, in those dockets.2 We 
are of the opinion that if Panhandle were permitted to distribute its capacity in 
the fashion it proposes, its total obligation to deliver would exceed the estimated 
capacity of the pipeline. Thus, if we were to approve such distribution we might 
be placed in the position of acting contrary to the holding of the United States 
Court of Appeals for the Third Circuit that Panhandle’s delivery obligation be 
fixed not to exceed the delivery capacity of the system, Panhandle Eastern Pipe 
Line Company v. FPC, 204 F. 2d 675 (1953). 


1Panhandle, on November 1, 1954, tendered for filing with the Commission 34 service 
agreements setting forth increased contract demands. These were rejected by letter of 
December 7, 1954, in that no authorization to operate the additional facilities had as yet 
been granted as required by Section 154.22 of the Commission’s General Rules and 
Regulations. 

2 Panhandle’s contract demands were fixed by paragraphs of the March 5, 1952, order 
which were set aside insofar as they required Panhandle to deliver from its transmission 
system more gas than its designed and approved or actual capacity, Mandate of the United 
States Court of Appeals for the Third Circuit, Case No. 10,761, issued August 5, 1953. 
Since as we find herein Panhandle, except for its Liberty Lateral, now has adequate 
eapacity to serve the contract demands contained in service agreements filed by it and 
those fixed by the March 5, 1952, order, these ordering paragraphs must be considered 
to be in full force and effect except as to the volumes to be served from the Liberty Lateral. 
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Additionally, since at this time we are considering only Panhandle’s request 
for temporary authorization to operate the added facilities, we cannot consider 
the permanent distribution of the incremental capacity in advance of the hearing 
upon the application filed in this proceeding. Panhandle, however, by reason 
of the terms of the newly executed service agreements with respect to the duration 
thereof would have us make long-term distribution of the added capacity. This 
we cannot do. 

Panhandle in its negotiations for the disposal of the 100,000 Mcf capacity has 
not offered gas to certain of its customers who may be entitled to it, and, 
further, it has limited its offer of gas to existing customers without regard for 
applicants for gas under Section 7 (a) of the Natural Gas Act and interveners 
whose requests for new service are elements of these consolidated proceedings. 
Parties to these proceedings having such interests must be heard before final 
distribution is made of the gas which will be available over and above Pan- 
handle’s obligations as previously determined and fixed and as ultimately may 
be determined as a result of these and other proceedings. 

In recognition of the above we shall prescribe as a condition of the tempo- 
rary authorization hereinafter granted an interim allocation of the capacity 
which it is estimated will be available from the pipeline. In prescribing such 
allocation we shall first make allowance for such gas as would permit Pan- 
handle to serve the winter contract demands set forth in the presently effective 
filed service agreements, as well as those winter contract demands prescribed 
by our March 5, 1952, order in Docket Nos. G-1116, et al., with the exception 
of those winter contract demands prescribed for customers served from the 
Liberty Lateral. With respect to the Liberty Lateral, which Panhandle has 
not improved to the extent that is necessary to permit it to deliver the winter 
contract demands prescribed by the March 5, 1952, order, we shall allocate 
volumes of gas consistent with the actual capacity of the lateral as evidenced 
by the 1953-1954 deliveries therefrom. 

In determining the Liberty Lateral capacity, as well as in making our interim 
allocation of gas available from Panhandle’s system, we have considered perti- 
nent evidence of record in the Docket Nos. G—1116, et al., proceedings which has 
been certified to us in connection with the Interim Decision and Order of the 
Presiding Examiner issued December 14, 1954. The instant order, however, is 
not to be considered as constituting a final determination on the Examiner’s 
decision, and it is, of course, without prejudice to the Examiner’s initial decision 
in the future on such issues which he has reserved for determination. 

Further, in this order we will reserve a volume of 1,000 Mecf for possible 
delivery to Northern Indiana Fuel and Light Company, if, upon our considera- 
tion of the record in Docket Nos. G—1116, et al., including any exceptions which 
may be filed to the Presiding Examiner’s December 14, 1954, decision therein, 
such service is finally authorized. 

With Panhandle’s capacity of 1,070,000 Mcf per day, the volume of gas remain- 
ing after we make allowance for that portion of the additional 100,000 Mcf 
which will permit Panhandle to meet its previously fixed main line obligations 
while providing 24,173 Mcf for the Liberty Lateral, is 66,842 Mcf. The reserva- 
tion of 1,000 Mcf for Northern Indiana Fuel and Light Company leaves 65,842 
Mef available for temporary allocation. This we shall distribute on a tempo- 
rary basis for the present winter period, a final determination of the distribu- 
tion to await our consideration of the record in these consolidated proceedings, 
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hearings in which are to commence on January 4, 1955. In making this tem- 
porary distribution, the results of which are shown in Appendix A, we have 
allowed the 34 customers to whom Panhandle proposes permanent increases in 
contract demand, temporarily increased contract demands which reduce Pan- 
handle’s proposals in the proportion the total gas temporarily distributed bears 
to the 98,305 Mcf by which Panhandle proposed to increase the contract de- 
mands. 

The Commission finds: 

(1) Subject to the terms and conditions hereinafter set forth, Panhandle 
should be granted temporary authorization to operate the facilities, construc- 
tion of which was temporarily authorized by the Commission’s telegraphic order 
issued September 2, 1954. 

(2) Upon commencement of operation of the facilities referred to in Finding 
(1) above Panhandle will have adequate capacity to serve the contract de- 
mands set forth in service agreements presently on file with the Commission 
and in Appendices A, B, C, and D of the Commission’s order issued March 5, 
1952, In the Matter of Panhandle Eastern Pipe Line Company, et al., Docket 
Nos. G-—1116, et al., with the exception of the contract demands of customers 
being served from the Liberty Lateral. 

(3) Pending further decision of the Presiding Examiner in Docket Nos. 
G-1116, et al., and without prejudice to such decision, Panhandle’s total peak 
day volumetric obligation on the Liberty Lateral should be 24,173 Mcf, this 
obligation to be distributed as shown in Appendix A hereto. 

(4) From the date of issuance of this order until March 31, 1955, Panhandle’s 
eontract demands shall be amended as is provided in Appendix A hereto. 

The Commission orders: 

(A) Subject to the terms and conditions hereinafter set forth, Panhandle 
be and the same is hereby granted temporary authorization to operate the facili- 
ties, construction of which was temporarily authorized by the Commission’s 
telegraphic order issued September 2, 1954. 

(B) From the date of issuance of this order until March 31, 1955, Pan- 
handle’s contract demands as provided in its service agreements on file with 
the Commission and in Appendices A, B, C, and D of the Commission’s March 
5, 1952 order, In the Matter of Panhandle Eastern Pipe Line Company, Docket 
Nos. G-1116, et al., be and the same are hereby amended as provided in Appen- 
dix A hereto. 

(C) This order is without prejudice to: (i) the Commission’s final decision 
upon exceptions which may be filed to the Presiding Examiner’s Interim De- 
cision and Order issued December 14, 1954 in Docket Nos. G—1116, et al., (ii) 
those issues which the Presiding Examiner has reserved for future decision in 
Docket Nos. G—-1116, et al., and (iii) the Commission’s final determination herein. 

(D) A copy of this order shall be inserted by the Secretary in Panhandle’s 
tariff on file with the Commission and shall be placed by Panhandle in the 
posted copy of its tariff in its offices. 

Commissioner Draper not participating. 

Commissioner Smith concurring. 
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APPENDIX A 
Docket Nos. G—1705, et al. 


PANHANDLE EASTERN Pipe LINE Co. 


Amended contract demands until Mar. 31, 1955 


| Winter 


contract de- 
| mands (Mef) 


Service, zone, and State 


Agreements 
or prescribed 
by Mar. 5, 
1952 order 


(1) 
MAIN LINE 
GENERAL SERVICE 
Eastern Zone 
Indiana: 


Central Indiana Gas Co 
Greenfield Gas Co o 
Indiana Gas Distribution Corp 
Indiana Gas & Water Co 
Citizens Gas & Coke Utility 
Kokomo Gas & Fuel Co - - 
Northern Indiana Public Service Co 
Ohio Valley Gas Corp... s 
Richmond Gas Corp ahedan SE EE TS 
Ohio 
Ohio Gas Co kane sili ean lai calmed js 
Toledo Edison Co : ‘ aaah eas = 
Michigan 
Battle Creek Gas Co 
Citizens Gas Fuel Co 
Michigan Gas Utilities Co aa 
Southeastern Michigan Gas Co 
Michigan Gas Storage Co- --- 





Central Zone 
Missouri: 
Citizens Gas Co. of Hannibal ‘ainda ssc tuilabieauie 
i 4 UY See x J ethaasetiiit 1 
Gas Service Co_. ed 
Missouri Edison Co : ates 
Missouri Power & Light Co.........--. | 
Missouri Utilities Co clone isidigubed idles icsontghniaiescomcatadadcea at si altia e 
NE FEUINT SI IN us silacscccicaccsanin tecsetcncpi diesen ahah eciheieh gatidaapienbltenteiia iz 
Illinis: 
Central Illinois Electric & Gas Co-__--- 
Central Illinois Light Co--..---- 
Central Illinois Public Service Co 
ONO NI i dc archaic 


Illinois Power Co... 








Kansas: 
Gas Service Co 


SMALL GENERAL SERVICE 


Eastern Zone 
Indiana: 
Indiana Gas Distribution Corp 
Lapel, Town of_. 
Montezuma, Town of. -.._._- 
Pendleton Natural Gas Co-. 
Pittsboro, Town of 
Roachdale, Town of 
Ohio: 
Central States Natural Gas Co. | 
| 
| 





Dies Wie Ai LAO OIG nc ancouse-aekabcmccunncamesadsad 
Ohio Fuel Gas Co. (Rural) 


&5, 000 
3, 775 
4, 850 
45, 000 
30, 000 | 
17, 000 | 
45, 000 
3, 200 
8, 200 


12, 200 
3, 000 


15, 000 
4, 300 


11, 000 | 


16, 200 
60. 000 


10, 000 
4, 800 
11, 695 
3, 500 


36, 750 | 


15, 000 
2, 785 





67, 


11, 979 


677, 284 


600 
600 


500 | 


1, 500 
750 


B, O50 | 
, 900 | 





| 


| 
1, 600 | 
350 







Temporary 
winter con- 
in filed service|tract demands 
(Mef 
Mar 


until 


31, 1955 


95, 040 





16, 340 
12, 340 


60, 000 


10, 670 
5. 940 
11, 695 
3, 565 
38, 090 
16, 675 





8, 110 
75, 700 


11, 979 


740, 264 


1, 100 
870 
1, 205 
1, 850 
385 
567 


1, 830 


750 
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Amended contract demands until Mar. 31, 1955—Continued 











Winter 
contract de- | Temporary 
mands (Mcf)| winter con- 
Service, zone, and State in filed service/tract demand 
Agreements | (Mef) until 
or prescribed | Mar. 31, 1955 
by Mar. 5, 
| 1952 order 
(1) | (2) | (3) 
| | 
i 
Central Zone | 
Missouri: 
Raw itty vb NE TS0 a5 oso ciconnnncaccncscccscbuccecnccecsec 1, 999 | 1, 999 
Illinois: | 
Morton Municipal Gas Co | 1,975 | 2, 660 
SIE TE I os  cctnensebeintinlianistecsinusia aenawl 1,975 2, 505 
Roodhouse, City of. 1, 900 1, 900 
ps, MOI ices scien annie hsghnsicoaannnencnaeciaatleael seeieisraamemaaaeaalon 1, 900 1, 900 
Kansas: | 
American Gas Co---.-. lh siiaiaiieliipaitastdinaahiiasip apace ena alaeniaiatediiaemeaiiteien | 1, 675 











I sal cialis nlm ane ate 85, 000 85, 000 
Michigan Consolidated Gas Co | 2,000 | 2, 000 
Michigan Consolidated Gas Co 3 125, 000 | 125, 000 
2 EE eS | 50, 000 | 50, 000 
FP SE INN isso itciniticcncccicgmimniinenetentinenknabnbcimeeneusl 18, 000 | 18, 000 
Total limited service................. lita ale wc aclu ceed alta had 280, 000 | 280, 000 
: STORAGE SERVICE ; 7 a - 
I nT ET sii itl hinhacgsieeiesdes siting iaaiammciide 
ae Te GE Ct CRs crececnciccnnncewsnttsnsncssccnmeinns 977, 758 1,043, 600 
LIBERTY LATERAL <a | = - 

Central Zone | 

Missouri: 
Central West Utility Co 10. 000 | 5, 540 
las Garviesd OG... .ncceccncccccccss 17, 375 | 15, 180 
Missouri Power & Light Co 2, 250 | 2, 909 

Kansas: 

RADE GIO oc necinticcsmacdantecammavenmbineaniawibanamsnisaaien 750 | 544 
30, 375 | 24, 173 
I IID. wis insiniecenneeeaepeintennnantcainbenendianiniaiinigiian asad RGR EE tswcecekeanidan 
SN RII iscsi cic sicentecsdsceNeccinnanb cate steed abcoeeiaringsininabiadscotpcnaciacaaibiaalnit hdd 1, 227 | 1, 227 
UN ase ee east cee tece eta aales 1,009,360 | 1, 069, 000 





1 Residential and commercial sales north of Texas and Oklahoma, 


SmiTuH, Commissioner, concurring: 

I concur in the issuance of the conditional temporary operating certificate 
authorized herein because: (1) facilities estimated to cost some $23,000,000 
have been constructed and are capable of delivering nearly 100,000 Mcf of nat- 
ural gas daily for public use and consumption; and (2) the authorization, as 
granted, probably protects the interests of Panhandle’s present and prospective 
customers as fully as is now possible under the circumstances. I would not, 
however, wish my acquiescence at this stage to be interpreted as approval of 
the course which has been followed in dealing with this matter. 

On June 30, 1954, this Commission acted on Panhandle’s first request for 
temporary authority, filed June 10, 1954, to construct and operate these same 
main line transmission pipeline loops, aggregating about 295 miles and designed 
to enlarge its system capacity by about 100,000 Mcf per day. By telegram of 
that date, it advised Panhandle its request was denied because: 
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* * * [it] does not come within the purview of the authority of this 
Commission to grant and, further, because of uncertainties as to adequacy 
of gas supply and specific markets to which gas may be delivered [which] 
appear to require hearing before construction is commenced. * * * 


Subsequently, formal objections to the granting without hearing of the tem- 
porary authority which had been requested were filed by the Michigan Consoli- 
dated Gas Company, the City of Detroit, and the National Coal Association, 
United Mine Workers of America, Fuels Research Council, Inc., and Anthracite 
Institute. 

On July 30, 1954, Panhandle filed its second request for such temporary 
authority covering the construction and operation of the same facilities, but 
citing certain allegedly analogous situations in which temporary authorizations 
have been issued, calling attention in general terms to the gas reserves relied 
upon, and submitting a proposed plan for the disposition of the proposed addi- 
tional 100,000 Mcf of daily capacity to certain selected customers, which was 
subsequently modified substantially in the instant application. 

On September 2, 1954, the Commission by telegram granted the temporary 
authority sought in the application of June 10, 1954, but limited this authoriza- 
tion to construction only, reserving “authorization to operate the subject facilities 
* * * pending a determination by the Commission as to the disposition of such 
increased capacity required by the public interest” and including the usual 
saving language that “this is without prejudice to such ultimate disposition of 
the Docket No. G—2433 application as the record may require”. 

On the grounds that no new questions of fact or law had been averred, applica- 
tions of the above-named objectors, except the City of Detroit, for rescission or 
rehearing and stay were denied on November 1, 1954, construction of the facili- 
ties having proceeded in the meantime. This was followed by the December 2, 
1954, application for temporary authority to operate, supported by service 
agreements revising the proposed distribution of the additional gas, which is 
further modified substantially by our order herein. 

Confronted by what is virtually a fait accompli, with Panhandle’s investment 
made and its facilities available to supply desired gas to some of its customers, 
it is hard to see what useful public purpose would now be served by my objecting 
to permitting the utilization of these facilities to bring gas to consumers and 
revenues to the pipeline; therefore I concur in the present action of the Com- 
mission. However, I think it should be emphasized that, in my opinion, the 
action of June 30, 1954, denying the temporary authority then sought was cor- 
rect and sound on grounds of both law and policy, and should not have been 
reversed on September 2, 1954. 

As I see it, no emergency, within the meaning of Section 7 of the Act and the 
Commission’s Rules and Regulations thereunder, existed on either of those dates, 
and no valid grounds were presented to justify the issuance of the temporary 
certificate authorizing the construction of these facilities. Quite apart from the 
incomplete showing as to gas reserves and the doubtful status of the gas pur- 
chase contracts with uncertificated producers—and aside from the necessary 
interrelationships of this proceeding with other pending matters involving Pan- 
handle’s rates and services, including the remand of Dockets No. G—1116, et al., 
from the Court of Appeals for the Third Circuit and pending Section 7 (a) pro- 
ceedings—I have grave question as to whether those objecting to the issuance 
of the temporary certificate, as well as Panhandle’s present and prospective cus- 
tomers who are not favored with additional gas supplies under this arrangement, 
have been afforded their proper measure of due process. 
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While the Commission has frequently, upon a proper showing of emergency and 
without hearing, issued temporary authorizations for relatively minor enlarge- 
ments of pipeline systems (as in Docket No. G—-1705 when Panhandle was per- 
mitted to add 50,000 Mcf to its designed system capacity at a cost of approxi- 
mately $3,000,000), it has never, so far as I have been able to discover, per- 
mitted on such a basis the construction or operation of anything approaching the 
major expansion here provided for. The largest project of the sort for which 
I have been able to find previous temporary authorization is that provided for 
in Docket No. G-989 where, on April 7, 1948, Tennessee Gas Transmission Com- 
pany was permitted to enlarge its capacity by 60,000 Mcf per day at a cost of 
$11,739,500, with jurisdiction specifically retained as to the ultimate disposition 
of the gas to be delivered thereby. This, however, was preceded by several days 
of hearing and was not opposed. The other cases relied upon by Panhandle— 
including Docket No. G-1302, Michigan-Wisconsin Pipe Line Company, and 
Docket No. G-—1618, Northern Natural Gas Company—are, in my view, com- 
pletely inapposite, since the temporary authorizations therein were granted only 
after a full development of affirmative evidence upon a record and were, in 
reality, unopposed. 

To me it seems clear that the Congress, when it amended the Act in 1942, in- 
tended that hearings should be mandatory before certificates are issued under 
Section 7, except in cases involving emergency situations and minor changes. 
We should be careful, as a matter of law, to guard against the circumvention 
of this requirement. And this becomes doubly important as a matter of policy 
since, as the history of this proceeding so well demonstrates, any authorization 
once given—no matter how hedged with saving clauses—as a practical matter 
cannot well be withdrawn, or even held in check. 


Findings and order issuing certificate of public convenience and necessity 
Sinclair Oil & Gas Co. 
Docket Nos. G-2887 to G—2931, inclusive 
December 22, 1954* 


Sinclair Oil & Gas Company (Applicant), an independent producer with its 
principal place of business in Tulsa, Oklahoma, filed on September 21, 1954, 
forty-five applications for certificates of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act, authorizing Applicant to make sales 
of natural gas, subject to the jurisdiction of the Commission, as hereinafter de- 
scribed in the appendix to this order. 

It is noted that each application contains the following prayer : 


Wherefore, Applicant prays, as required by Order No. 174-A issued in 
Docket No. R-138, that the Commission issue a Certificate of Public Con- 
venience and Necessity authorizing Applicant to sell in interstate commerce 
for resale natural gas under and in accordance with said gas sales contract 
GRUOE ainaicnbi bates dks during the remainder of the term thereof, in- 
cluding extensions and renewals, and that said Certificate provide for the 
expiration thereof simultaneously with the expiration of said gas sales con- 
tract, and authorize Applicant to cease said sale at said time. 


*Appendix to order listing information on Applicant’s sales omitted. Producer List in 
back of volume contains most of this information. 
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Abandonment of service may only be authorized by this Commission when, as 
required by Section 7 (b) of the Act, there has been due hearing upon a request 
therefor and evidence adduced upon which the requisite finding can be made 
“that the available supply of natural gas is depleted to the extent that the con- 
tinuance of service is unwarranted, or that the present or future public conven- 
ience or necessity permit such abandonment.” We do not have before us at this 
time a request for abandonment of service nor evidence adduced “after due hear- 
ing” thereon, and cannot, therefore, project ourselves into the future and foresee 
all uncertainties and events which could transpire before expiration of the gas 
purchase contracts in an endeavor to determine what the public convenience or 
necessity would then permit. Therefore, we find that it is necessary and proper 
that the certificate granted herein be without time limitation. If events should 
occur in the future so that the Applicant should desire to abandon service or 
facilities herein authorized, it may request authorization for abandonment pur- 
suant to Section 7 (b) of the Act. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 1, 1954, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the ap- 
plications has been received. 

The Commission finds: 

(1) Applicant, an independent producer of natural gas, is engaged in the sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission, and is, therefore, a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications, are made in interstate commerce, subject to the jurisdiction 
of the Commission, and such sales by Applicant, together with the operation of 
any facilities subject to the jurisdiction of the Commission necessary therefor, 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the sales by Applicant of 
natural gas in interstate commerce for resale, together with the continued opera- 
tion of any facilities, subject to the jurisdiction of the Commission, used for the 
sale of natural gas in interstate commerce, as hereinbefore described and as more 
fully described in the applications and exhibits in these proceedings. 

(B) The certificate shall be accepted in writing and under oath by Applicant 
within 30 days from the issuance of this order. 

(C) The certificate is not transferable and shall be effective only so long as 
Applicant continues the acts or operations hereby authorized in accordance 
468918—61——_105 
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with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) The grant of the certificate herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations requiring the filing of rate schedules 
for the service herein authorized; and is without prejudice to any findings or 
orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or hereafter instituted by or against the Applicant. 

Commissioner Draper not participating. 

Commissioner Digby concurring. 


Findings and order omitting intermediate decision procedure, permitting and 
approving abandonment of facilities and services and issuing certificates of 
public convenience and necessity 


Tennessee Production Co. ; Tennessee Gas Transmission Co. 
Docket Nos. G-—2648, G-4227:; G—4226 


December 23, 1954 


Pursuant to the Commission’s Order No. 174—A, Tennessee Production Company 
(Tennessee Production), an independent producer as defined in that order, 
organized under the laws of the State of Delaware, with its principal place of 
business at Houston, Texas, filed, for itself* and for other,? an application on 
August 31, 1954, which was supplemented on September 10, 15, and 17, 1954, 
and October 7, 1954, at Docket No. G—2648, for authorization pursuant to Section 
7 (ce) of the Natural Gas Act, as amended, to sell natural gas for resale in 
interstate commerce as more fully described in its application. 

Tennessee Gas Transmission Company (Tennessee Transmission) is a Del- 
aware corporation having its principal place of business at Houston, Texas. 
It is a natural-gas company engaged in the business of purchasing, transporting 
and selling natural gas for resale in interstate commerce under authorizations 
granted by, and subject to the jurisdiction of, this Commission. Its main trans- 
mission system extends from its sources of supply in Texas and Louisiana to 
termini on the United States-Canadian boundary near Buffalo and in the New 
England area. On October 8, 1954, it filed an application, at Docket No. G-—4226, 
for such authorization as may be required under Section 7 (c) of the Natural 
Gas Act, as amended, to acquire and operate all the facilities now being operated 
by Tennessee Production and to succeed to all the rights and assume all the 
obligations of Tennessee Production over which this Commission has jurisdiction, 
all as more fully described in its application. The proposed acquisition is to be 
accomplished by means of a corporate merger of Tennessee Production into 
Tennessee Transmission, with Tennessee Transmission as the surviving cor- 
poration. Concurrently, Tennessee Production filed an application in Docket 
No. G-4227 requesting authorization, pursuant to Section 7 (b) of the Natural 
Gas Act, to discontinue and abandon its natural gas sales and service subject to 


the jurisdiction of the Commission, as more fully described in its applications 
at Docket Nos. G—4227 and G—2648. 


1 The sales set forth by Tennessee Production in its application are listed in Appendices 
A and B hereto. 

2The other applicants at Docket No. G—2648 and the sales by them are set forth in 
Appendix C hereto. 
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Pursuant to the Commission’s order issued November 17, 1954, these appli- 
eations were consolidated for hearing, and hearing thereon was held on De- 
cember 2, 1954. In accordance with the provisions of Section 1.30 (c) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.30 (c)), counsel for 
Tennessee Transmission and Tennessee Production requested that the inter- 
mediate decision procedure be omitted and that the Commission render a final 
decision herein. Staff counsel concurred in such request. 

The principal properties of Tennessee Production are located in the Gulf 
Coast and West Texas areas, but it also owns interests in oil and gas properties 
in New Mexico, Oklahoma, Nebraska, Arkansas, Louisiana, Mississippi, and 
Pennsylvania, all as more fully described in the applications in this proceeding. 
The sales of natural gas listed in the Appendices are those involved in interstate 
commerce. Tennessee Production also sells natural gas that is not involved 
in interstate commerce, as shown in Exhibit 15 to the hearing. Approximately 
91 per cent of the gas produced by Tennessee Production is sold to Tennessee 
Transmission. Tennessee Transmission owns 48.7 per cent of the outstanding 
common stock of Tennessee Production. 

By agreement dated August 20, 1954, the two companies provided for the 
merger of Tennessee Production into Tennessee Transmission. The merger 
was authorized by the stockholders of both companies at a meeting held on 
October 6, 1954. At the meeting, 89.8 per cent of the common stock of Tennessee 
Production was voted, with 89.6 per cent voting in favor of the merger. 75 
per cent of Tennessee Transmission’s common stock was voted, with 74.8 
per cent voting in favor of the merger. 77.9 per cent of Tennessee Transmission’s 
preferred stock was voted, with 77.9 per cent voting in favor of the merger. 
Upon consummation of the merger, the common stock of Tennessee Production 
owned by Tennessee Transmission will be cancelled and Tennessee Production 
Company will cease to exist. Each share of the remaining common stock of 
Tennessee Production will be converted into %o of a share of common stock 
of the merged company. Such exchange was arrived at by the Applicants 
after consideration of the relative market values of the stock, earnings, asset 
values and book values. As of July 1954, the book value of Tennessee Pro- 
duction stock was some 72 per cent of the book value of Tennessee Trans- 
mission stock. During the past eighteen months the market price of Tennessee 
Production stock has ranged from 56 per cent to 59 per cent of the market 
price of Tennessee Transmission common stock. 

The cost of the facilities of Tennessee Production to be acquired by Ten- 
nessee Transmission will be entered on Tennessee Transmission’s books in the 
same amounts as recorded on the books of Tennessee Production. The facilities 
of Tennessee Production are not now recorded on its books in conformity with 
the Commission’s Uniform System of Accounts.’ However, after consummation 
of the merger, Tennessee Transmission proposes to make the studies and 
investigations necessary to enable it to record on its books, in accordance with 
the Uniform System of Accounts, all the facilities and properties to be acquired 
from Tennessee Production. 

Immediately upon the consummation of the merger, Tennessee Transmission 
proposes to take over and perform the same services now being performed 
by Tennessee Production. Thus, Tennessee Transmission will assume all of 
the obligations of Tennessee Production, as seller, under its contracts (listed 
in Appendix A hereto) for the sale of natural gas for resale in interstate com- 





*? Order 174—-A, Paragraph D, relieves independent producers, such as Tennessee Produc- 
tion, from keeping and maintaining their accounts in accordance with the Uniform System 
of Accounts for Natural Gas Companies (18 CFR Chapter I, Subchapter F) until further 
order of the Commission. 
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merce, and will file with the Commission a Certificate of Adoption of these 
contracts which have been filed with the Commission as rate schedules pursuant 
to Order No. 174-A.* The rates proposed to be charged by Tennessee Trans- 
mission for the sales of gas now being made by Tennessee Production to the 
persons listed in Appendix A will be the rates presently being charged by 
Tennessee Production, or those which the Commission may allow in the future. 

The contracts between Tennessee Production and Tennessee Transmission 
for the sale of natural gas (listed in Appendix B) and which are now on 
file with the Commission as rate schedules, will be cancelled, and a Notice 
of Cancellation to that effect will be filed with the Commission. 

The proposed merger will be of benefit to the customers of Tennessee Trans- 
mission, and to the public which they serve. Tennessee Transmission will own 
and operate a source of supply of natural gas, and will not be completely de- 
pendent for its natural gas supply upon purchases from other producers. The 
proposed merger will also result in a stronger over-all corporate financial po- 
sition. 

In view of our certificate issued herein approving the merger of Tennessee 
Production into Tennessee Transmission, it will not be necessary to issue to 
Tennessee Production the certificate of public convenience and necessity origi- 
nally requested by it in Docket No. G-2648. However, since the application 
in Docket No. G—2648 was also filed on behalf of 20 persons and companies (as 
shown in Appendix C hereto) owning joint working interests with Tennessee 
Production, certificates of public convenience and necessity are herein being 
issued to such persons and companies authorizing the continuance of their op- 
erations subject to our jurisdiction. 

The Commission finds: 

(1) Tennessee Production Company is an independent producer of natural 
gas and is engaged in the sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission. 
It is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(2) Paul E. Daugherty, Gentry Kidd, A. G. Matlage, Henderson Drilling 
Company, (a Texas Corporation), Chet Whaley Well Servicing Company, Inc. 
(a Texas Corporation), Columbia Drilling Company (a Texas Corporation), 
Claude R. Whelchel, Sr., G. W. Hunt, Earl G. Lyons, J. R. Horrigan Estate, 
F. Julius Fohs, Cora B. Fohs, Benjamin Clayton and William Clayton, d/b/a 
Clayton & Clayton, John H. Crooker, John H. Freeman, W. B. Bates, Carl G. 
Stearns, John C. White, Frank W. Michaux, and Corley and Geiselman (a part- 
nership composed of J. F. Corley and Grover J. Geiselman), are engaged in 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission. Each of them, 
therefore, is a “natural-gas company”, within the meaning of the Natural Gas 
Act. 

(3) Tennessee Gas Transmission Company is a natural-gas company engaged 
in transporting and selling natural gas for resale in interstate commerce under 
authorizations granted by, and subject to the jurisdiction of, this Commission. 
It is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act. 


“Tennessee Transmission also will assume all the obligations of Tennessee Production 
under the latter’s agreements for the purchase of natural gas which is being used for 
repressuring, pressure maintenance and gas lift purposes. 
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(4) The sales of natural gas, as more fully described in the applications 
herein, and as summarized in Appendices A and C hereto, are made for resale 
in interstate commerce, subject to the jurisdiction of the Commission, and such 
sales by the persons and companies named in paragraph (2) above and by 
Tennessee Gas Transmission Company, after the consummation of the merger, 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(5) Tennessee Gas Transmission Company is able and willing properly to 
do the acts and to perform the service proposed and to conform to the provi- 
sions of the Natural Gas Act, and the requirements, rules, and regulations of 
the Commission thereunder. 

(6) The persons and companies listed in paragraph (2) above are each able 
and willing properly to do the acts and to perform the services proposed and to 
conform to the provisions of the Natural Gas Act, and the requirements, rules, 
and regulations of the Commission thereunder. 

(7) Tennessee Gas Transmission Company and the persons and companies 
listed in paragraph (2) above are each qualified applicants for certificates of 
public convenience and necessity under the Natural Gas Act. 

(8) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (18 
CFR 1.30 (c)) of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render 
its final decision in the instant proceedings. 

(9) The proposed acquisition and operation by Tennessee Gas Transmission 
Company of such of the facilities of Tennessee Production Company as are sub- 
ject to the jurisdiction of the Commission are required by the public conven- 
ience and necessity, and a certificate therefor should be issued as hereinafter 
ordered upon the terms and conditions contained in this order. 

(10) The present and future public convenience and necessity permit the 
abandonment by Tennessee Production Company of such of its facilities and 
sales of natural gas as are subject to the Commission’s jurisdiction, and an 
order authorizing and approving the same should be issued as hereinafter 
ordered. 

(11) The sales of natural gas by Tennessee Gas Transmission Company as 
proposed in its application, together with the operation of any facilities subject 
to the jurisdiction of the Commission necessary therefor, are required by the 
public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(12) The sales of natural gas by each of the persons and companies listed in 
paragraph (2) above, as proposed in the application filed by Tennessee Pro- 
duction Company at Docket No. G—2648, together with the continued operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
for, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(18) The present and future public convenience and necessity will be served 
by the merger of Tennessee Production Company into Tennessee Gas Trans- 
mission Company as proposed in the applications herein. 

(14) The application of Tennessee Production Company in Docket No. G—2648, 
should be dismissed insofar as Tennessee Production Company is concerned. 

The Commission orders: 

(A) Tennessee Production Company be and it is hereby granted permission 
and approval in Docket No. G-4227 for the abandonment of those of its facilities 
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and sales of natural gas over which this Commission has jurisdiction on the 
effective date on which Tennessee Gas Transmission Company assumes the 
obligation to make such sales. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued in Docket No. G-4226, authorizing Tennessee Gas Transmission Com- 
pany to acquire and operate such facilities of Tennessu. Production Company 
as are subject to the jurisdiction of this Commission and authorizing the sales 
by Tennessee Gas Transmission Company of natural gas for resale in interstate 
commerce, subject to the jurisdiction of the Commission, all as more fully 
described in the applications and exhibits in this proceeding and as summarized 
in Appendix A hereto, upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be and the same hereby 
is issued in Docket No. G—2648, authorizing the respective sales by the persons 
and companies listed in paragraph (2) above, of natural gas in interstate 
commerce, together with the operation of any facilities used for the transpor- 
tation or sale of natural gas for resale in interstate commerce subject to the 
jurisdiction of the Commission, all as more fully described in the applications 
and exhibits in this proceeding and as summarized in Appendix C hereto, upon 
the terms and conditions of this order. 

(D) The application of Tennessee Production Company in Docket No. G—2648, 
is hereby dismissed insofar as it pertains to Tennessee Production Company. 

(BE) The certificate issued in paragraph (B) hereof shall be accepted in 
writing and under oath by a responsible official of Tennessee Gas Transmission 
Company within 30 days from the issuance of this order. 

(F) The certificate issued in paragraph (C) hereof shall be accepted by 
the individual, a partner, trust officer of the estate, or responsible official of the 
corporation, as the respective case may be, within 30 days from the issuance 
of this order. 

(G) The certificates issued in paragraphs (B) and (C) hereof are not trans- 
ferable and shall be effective only so long as the applicants continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

(H) The certificate issued in paragraph (B) hereof is without prejudice to 
the authority of this Commission, over Tennessee Gas Transmission Company 
with respect to rates, service, accounts, contracts, valuation, estimates or de 
termination of costs, or any other matter whatsoever now pending or which may 
come before this Commission, and nothing herein shall be construed as acqui- 
escence by this Commission in any estimate or determination of costs or any 
valuation of property claimed or asserted. 

(1) The grant of the certificates issued in paragraph (C) hereof shall not 
be construed as a waiver of the requirements of Section 4 of the Natural Gas 
Act, or of Section 154 of the Commission’s Rules and Regulations thereunder 
requiring the filing of rate schedules for the services herein authorized; and is 
without prejudice to any findings or orders which have been or may hereafter 
be made by the Commission in any proceeding now pending or hereafter insti- 
tuted by or against the grantees of the Certificates. 

(J) Tennessee Gas Transmission Company shall advise the Commission of 
the effective date of the acquisition authorized herein within 10 days after the 
consummation of such acquisition. 

Commissioner Draper not participating. 

Commissioner Digby concurring. 
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APPENDIX “A” 
Docket No. G-—2648, ET AL. 


Sales of natural gas by Tennessee Production Co. to others than Tennessee Gas 
Transmission Co., for resale in interstate commerce 





Date of contract Field and State Purchasers 


a. YY Co. 
ann “Eastern Trans. Corp. 
Warren Petroleum Corp. 

..| Phillips Petroleum Co. 

--| Shell Oil Co. 

af ~ 


and Con- 
on tinental Oil Co. 
July 1,1 


Do. 
Sept. 10, 1948 United Gas P. L. Co. 


APPENDIX — 
Docket No. G—2648, ET AL. 


Sales of Natural Gas by Tennessee Production Co. to Tennessee Gas Transmission 
Co. for resale in interstate commerce 


Date o1 contract | Field State 





| 
March 2, 1950. 
LS E—EEEEeee 
x ee 
: A 4 eee 
Mar. 4, 1950 


| LaSalle 
4 | Mariposa 
April 1, 1951 | §. Cologne 
March 1, 1950. | Welder Ranch... _-- sagudacbs 
Nov. 2, 1953 | Benezette 


| 


APPENDIX “C” 
Docret No. G—2648, ET AL. 


Sales of natural gas by parties to the application in Docket No. G—2648, other than 
Tennessee Production Co., Sor resale in interstate commerce 


Sellers | Date of con- | Field | § Purchasers 
tract | 


Paul E. Daugherty Mar. 2, 1950 | Deckers Prairie. _| Tenn. Gas Tr. Co.! 
Gentry Kidd d Rpalitee tl iciwacdenalell Saale Do.! 

A. G. Matlage. ial Tene ai sedi aa daccenshile Do.! 
Henderson Drilling Co.....-.-|..---do___- — n eee: Do.! 


Chet Whaley Well Servicing | 


Co., Ine 
Columbia’ Drilling o 
Claude R. Whelchel, § 
G. W. Hunt_-- 
Earl G. Lyons 
J. R. Horrigan Estate. 
F. Julius Fohs 


Carl G. Stearns 


Frank W. Michaux -| June 1, 1950 “| a bad. Do. 
Corley and Geiselman __ --| May 9, 1953 | Seclusion . Tex. E. Tr. Corp.’ 
Clayton & Clayton Mar. 1, 1950 | | Welder Ranch_-.. Tenn. Gas Tr. Co.! 





1 Tennessee Gas Transmission Co. 
3 Texas Eastern Transmission Corp, 
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Order confirming and approving rates and charges 


The United States Department of the Interior, Southwestern Power 
Administration, Whitney Project 


Docket No. E-6582 


December 23, 1954 


The Assistant Secretary of the Interior (Interior) on behalf of the South- 
western Power Administration (SWPA), pursuant to the Flood Control Act of 
1944 (58 Stat. 887), on October 15, 1954, submitted for confirmation and approval 
by the Commission for an initial period of five years the proposed rates and 
charges contained in an agreement between the United States of America rep- 
resented by SWPA, and the Brazos Electric Power Cooperative, Inc. (Brazos), 
dated November 17, 1953, for the sale of the entire electric energy output of the 
Whitney Project. The agreement, which extends for 35 years from the date 
service begins, provides thant the rates and charges shall remain in force for a 
period of five years from the date of approval by the Commission, at which time 
and at the end of each succeeding five-year period thereafter they shall be 
reviewed and redetermined. 

The Whitney Project is located in south central Texas and is isolated from 
SWPA’s transmission system. It has an installed generating capacity of 30,000 
kw, and is strictly a peaking plant. Brazos requires a firm power supply other 
than the type that could be expected from the Whitney Project, and in the 
light of this inabi'ity to effectively utilize the power and energy from the 
project, Interior explains that the most advantageous use of the Whitney power 
and energy could not be accomplished by Brez»s acting alone. Accordingly, 
$razos entered into an agreement with Texas Power & Light Company (Texas 
Power) under which Brazos will resell the power and energy generated at the 
Whitney Project to Texas Power and in turn wi!l secure certain rights to pur- 
ehase the same amount of power capacity from Texas Power on a firm basis. 
The agreements between Brazos and Texas Power and between Brazos and SWPA 
are each contingent upon the other. 

In general the agreement between SWPA and Brazos provides for the sale to 
Brazos of 30,000,000 kwh of primary energy and approximately 51,760,000 kwh 
of secondary energy per year. Prazos is to pay an annual charge of $441,000 
per year in equal monthly payments. which amounts to an average rate of 5.4 
mills per kwh assuming total annual sa'es of 81,760,000 kwh. However, it is 
also provided that the following credits are to be made to this charge: (a) 
12.49 mills for each kwh of primary energy SWPA is unable to deliver due to 
lack of water: (b) 11.21 mills for each kwh of primary energy SWPA is unable 
to deliver for any reason except scheduled outage or low water; and (c) 1.28 
mills per kwh for energy which could have been generated by water spilled 
through no fault of Brazos. The Department of the Interior states that such 
credits are necessary due to the irrigation releases from the upstream Morris 
Sheppard project owned by the State of Texas, which releases must be passed 
along at Whitney and result in unpredictable departures from scheduled water 
releases. 

The agreement between Brazos and Texas Power provides for Brazos to 
supply Texas Power with the entire output (peaking power) of the project 
under substantially the same service conditions as the sale by SWPA. The 
agreement also provides that Texas Power will make available to Brazos 28,000 
kw of firm power and associated energy. 


ariel 


ae, TE A OR eA 





aa ah 2 oe ah 


a i a ae 


nN rl S 















































ORDERS 1633 


Tentative project cost allocation studies have been prepared by the U. S. 
Corps of Engineers with the reservation that some revisions may be necessary 
before definite allocations are adopted. Furthermore, Interior reports that the 
ultimate power pool elevation for Whitney may be raised and in such event it 
is probable that a reallocation of the costs of the project may be made. Raising 
the power pool elevation would increase the power output. 

Until actual project costs and expenses are known it cannot be determined 
with certainty whether the proposed rates, if applied to the estimated sales for 
the entire payout period, will be sufficient to reimburse the Government for cost 
chargeable to power for the entire period, but based on the estimates submitted 
by Interior it appears that the costs chargeable to power will be recovered for 
the initial five-year period for which approval is requested. 

Notice of the proposed rates and charges was sent to interested State officials 
and published in the Federal Register on October 30, 1954 (19 FR 7092), stating 
that any person desiring to make representation with respect thereto should 
submit the same on or before November 15, 1954. No comments or repre- 
sentation have been received. 

The Commission finds: 

It is appropriate for the purposes of the Flood Control Act of 1944 that the 
rates and charges contained in the agreement dated November 17, 1953, with 
Brazos Electric Power Cooperative for the sale of electric energy generated at 
the Whitney Project be confirmed and approved for a period of five years begin- 
ning with the date of the issuance of this order. 

The Commission orders: 

The proposed rates and charges contained in the agreement dated November 
17, 1953, with Brazos Electric Power Cooperative, and referred to above, hereby 
are confirmed and approved for a period of five years beginning with the date of 
the issuance of this order. 

Commissioner Draper not participating. 


Order accepting surrender of license (minor) 
A. 8. Almeida 
Project No. 1334 


December 28, 1954 


On November 4, 1954, Margaret N. Almeida, widow of A. S. Almeida, deceased, 
licensee of record for minor Project No. 1334, filed an application for surrender 
of the license for the project. 

The project, which affected lands of the United States within the Eldorado 
National Forest in El Dorado County, California, consisted of a small rock dam, 
a steel pipeline and wood flume, a wooden overshot wheel with installed capacity 
of 2 horsepower, and about 50 feet of transmission line. 

The original license for the project was issued September 2, 1937, to A. S. 
Almeida for a period of 10 years. A new license was issued, without charge, 
to A. S. Almeida on November 29, 1948, for a period of 10 years from September 
2, 1947. 

The Forest Service has informed the Commission that the plant ceased opera- 
tion in the spring of 1950 when the dam was washed out and has recommended 
termination of the license. 

Applicant states that she has been unable to locate the licensee’s copy of the 
license. 
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The Commission finds: 

Acceptance of surrender of the license for the project is appropriate. 
The Commission orders: 

Surrender of the license for minor Project No. 1334 is accepted. 
Commissioner Draper not participating. 


Order authorizing issuance of securities 
Duke Power Co. 
Docket No. E-6589 


December 28, 1954* 


Duke Power Company (Applicant), a New Jersey corporation operating in 
the States of North Carolina and South Carolina, having its principal business 
office in Charlotte, North Carolina, filed its application on November 10, 1954, as 
amended December 8, 1954, for an order pursuant to Section 204 of the Federal 
Power Act authorizing the issuance of $40,000,000 principal amount of its first 
and refunding mortgage bonds, % series due 1975, and 218,737 shares of its 
no par value common stock. 

Applicant proposes to dispose of the bonds through competitive bidding by 
publicly inviting sealed written proposals for the purchase of such securities. 
Applicant will accept the hid which will result in the lowest annual cost of 
money to it for the entire a1.ount of bonds proposed to be issued with the reser- 
vation of the right to reject all bids in their entirety. The bonds are to be 
dated January 1, 1955, to mature January 1, 1975, and are to be issued under 
indenture dated December 1, 1927, to Guaranty Trust Company of New York, 
Trustee, as amended and supplemented by supplemental indenture between the 
same parties to be dated January 1, 1955. 

The 218,737 shares of common stock are to be offered to stockholders of record 
as of a specific date who may subscribe therefor, pursuant to their preemptive 
right, on the basis of one share of the new common stock at the price of $40 per 
share for every twenty shares of common stock held. The offering of common 
stock is not to be underwritten and no fees will be paid for services in securing 
underwriters or purchasers thereof. In the event any shares remain unallotted 
as a result of the initial subscription, the stockholders who exercised the right 
to subscribe will be afforded the additional subscription privilege at the same 
price per share for the remaining shares pro rata on the basis of the right to 
subscribe as exercised and not upon the basis of shares requested under the 
additional subscription privilege. 

The Applicant proposes to use the net proceeds from the issuance and sale 
of such securities in the redemption and retirement of its presently outstanding 
$35,000,000 of 334% series bonds, due 1983, and for the purpose of financing in 
part the cost of its current construction program and to reimburse its treasury, 
in whole or in part, for construction expenditures heretofore made and the re- 
demption of any short term notes which it may have found expedient to issue 
for construction purpose pending the availability of the proceeds from the 
securities proposed to be issued. 

Written notice of the application has been given to the North Carolina Utili- 
ties Commission, the Public Service Commission of South Carolina, and to the 








*Supplemental order issued January 11, 1955. 
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Governor of each of those States. Notice of the application was also published 
in the Federal Register on November 20, 1954 (19 FR 7511), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before December 3, 1954. No pro- 
test or petition or request to be heard in opposition to the granting of such appli- 
cation has been received. 

Orders authorizing and approving the issuance of the securities and the 
application of the proceeds thereof in the manner and to the extent set forth 
in the application have been entered by the Public Service Commission of South 
Carolina on November 17, 1954, and by the North Carolina Public Utilities Com- 
mission on December 6, 1954. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
described and set out in the Commission’s order entered September 12, 1947, 
In the Matter of Duke Power Co., Docket No. IT-6075. 

(2) The proposed issuance of bonds and common stock will constitute issuance 
of securities within the provisions of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of Section 204 (f) of the Federal Power Act, and the proposed issuance of 
securities is, therefore, not exempt by virtue of that Section from the require- 
ments of Section 204 of the Act. 

(4) The proposed issuance of bonds and common stock as hereinafter author- 
ized and approved will be for a lawful object, within the corporate purposes of 
the Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by Applicant of service as a public 
utility, and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

(6) The issuance of 218,737 shares of common stock to the present stockholders 
of Applicant is exempt from the rules with respect to competitive bidding under 
the provisions of Section 34.la (a) (1) of the Commission’s General Rules and 
Regulations. 

The Commission orders: 

(A) The proposed issuance of bonds and common stock, upon the terms and 
conditions and for the purposes specified in the application, be and the same 
hereby are authorized and approved, subject to the provisions of this order. 

(B) The proposed issuance and sale of bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s rules relating to compliance 
with competitive bidding requirements and Section 34.2 (k) (4) of the rules, re- 
lating to affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegraph as con- 
templated by Section 34.9 of the Rules. 

(ii) The Commission shall have approved the coupon rate, and the price to be 
received by Applicant for such bonds by further order. 

(C) This authorization to issue bonds and common stock for the purposes 
specified in the application shall expire unless the transaction hereby authorized 
is consummated within 90 days after the date of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
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valuation, estimates or determinations of costs, or any matter whatsoever which 
may come before this Commission, or any other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any Valuation of property, claimed or 
asserted. 

(BE) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates. 

Commissioner Draper not participating. 


Order authorizing and approving acquisition of securities 
Pennsylvania Power & Light Co. 
Docket No. E-6594 
December 23, 1954 


Pennsylvania Power & Light Company (Applicant), a Pennsylvania corpora- 
tion having its principal business office at Allentown, Pennsylvania, filed an 
application on November 22, 1954, for an order authorizing the acquisition of the 
remaining shares of the capital stocks of the Scranton Electric Company (Scran- 
ton) pursuant to Section 203 of the Federal Power Act. 

Scranton is a Pennsylvania corporation having its principal business office at 
Seranton, Pennsylvania, engaged principally in the generation, transmission, 
distribution and sale of electric energy in Pennsylvania. By order of this 
Commission issued April 22, 1953, in Docket No. E-6483, Applicant was author- 
ized to acquire all of the outstanding capital stock of Scranton by an exchange 
of Applicant’s stock for the shares of Scranton with the ultimate purpose of merg- 
ing Scranton with Applicant. Applicant has acquired and now owns 91% of 
the preferred and common stocks of Scranton. The proposed acquisition is on 
the same basis as Applicant’s former exchange offer to Scranton stockholders 
which expired July 15, 1953, by the Commission’s order in Docket No. E-6483. 
In substance it is a reopening of the former exchange offer. 

Applicant proposes ultimately to merge Scranton into Applicant following the 
proposed exchange of securities. Pending such merger Applicant will continue 
to operate the properties of Scranton as a division of its system. 

Written notice of the application has been given to the Public Utility Com- 
mission of Pennsylvania, Board of Public Utility Commissioners of New Jersey 
and to the Governor of each of those States. Notice was also published in the 
Federal Register on November 3, 1954 (19 FR 8006) stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before December 17, 1954. No protest or 
petition in opposition to the granting of the application has been received. 

By order dated May 20, 1953, the Pennsylvania Public Utility Commission 
approved the application of Applicant for the acquisition of all the outstanding 
preferred and common stock of Scranton which approval appears to be appli- 
cable to and authorizes the further acquisition of Stock of Scranton for which 
application is made herein. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
203 of the Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered December 26, 1947, In 
the Matter of PennsylWwania Power & Light Co., Docket No. IT-6098. 
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(2) Scranton, a corporation, is a public utility within the meaning of Section 
203 of the Act, subject to the jurisdiction of the Commission as heretofore 
described and set out in the Commission’s order entered December 19, 1950, In 
the Matter of the Scranton Electric Company, Docket No. E—6326. 

(3) By the proposed transaction Applicant will acquire the securities of 
another public utility within the purview of and subject to the requirements of 
Section 203 of the Act. 

(4) The acquisition by Applicant of the remaining outstanding capital stock 
of Scranton upon the terms and conditions proposed as hereinafter authorized 
will be consistent with the public interest. 

The Commission orders: 

(A) The acquisition by Applicant of all of the remaining outstanding shares 
of capital stock of Scranton upon the terms and conditions set forth in the 
application is hereby authorized and approved subject to the provisions of this 
order. 

(B) This authorization shall expire unless acted upon within 60 days after 
the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any matter whatsoever which 
may come before this Commission or any other regulatory body, and nothing in 
this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 

Commissioner Draper not participating. 


Order issuing preliminary permit 
Alabama Power Co. 
Project No. 2165 - 
December 27, 1954 


Application was filed July 27, 1954, and later amended, by Alabama Power 
Company, of Birmingham, Alabama, for a preliminary permit under the Federal 
Power Act (hereinafter refered to as the Act) for proposed Project No. 2165, to 
be located on the Black Warrior River, navigable waters of the United States, 
and on Sipsey Fork of Black Warrior River, in Cullman, Jefferson, Tuscaloosa, 
Walker, and Winston Counties, Alabama, and affecting lands of the United States 
at United States Lock and Dam No. 17 and also within the William B. Bankhead 
National Forest. 

As described in the application, the proposed project will consist of a power 
plant at existing United States Lock and Dam No. 17 on the Black Warrior 
River with an initial installed capacity of 25,000 horsepower operating under 
a gross head of 69 feet; and a proposed development for power, and for other 
beneficial purposes, with initial installed capacity of 95,000 horsepower in the 
vicinity of New Hope on Sipsey Fork of Black Warrior River. 

The permit issued herein does not authorize construction of the proposed 
project—being for the sole purpose of maintaining priority of application for 
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a license for the project under the terms of the Federal Power Act—and does 
not prevent construction by the United States of the New Hope Dam, reservoir, 
and power plant and a power plant at existing United States Lock and Dam 
No. 17 or any other project in the watershed involved. 

The Chief of Engineers, Department of the Army, has informed the Commis- 
sion that the Corps of Engineers has prepared an Interim Report on Headwater 
Reservoirs, Warrior River, Alabama; that the proposed New Hope project 
has been planned by the Corps of Engineers for multiple uses including flood 
control, water supply for industrial uses and navigation lockages, and other 
purposes as well as power; that it would be located at one of the best remaining 
sites for multiple-purpose development and is an essential element for the 
comprehensive plan for development of the headwaters of the Warrior River for 
maximum beneficial use and control; that the application indicates that the 
development contemplated by the applicant would represent the optimum de- 
velopment of the public resources for the initial stage of the comprehensive plan 
of the Warrior River; and that the Corps of Engineers, therefore, has no ob- 
jection to the granting of a preliminary permit. He states that in view of the 
Federal interests in this project there will be a number of aspects of the proposed 
development which will have to be given further consideration before a license 
is granted, among which are the proportionate contribution of the minimum 
flows required for navigation, requirements in time for constructing the project 
considering the immediate need for improvement of the Warrior River in re- 
lation to other hydro projects the applicant proposes to construct, and the dis- 
tribution of costs to be borne by the applicant and others; and that Congressional 
action will be necessary before any construction is undertaken which contem- 
plates participation by the Federal Government. He states also that the Corps 
of Engineers will cooperate in furnishing engineering data and advice with 
respect to navigation and flood control requirements. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the William B. Bankhead National Forest, has informed the 
Commission that the New Hope portion of the project, if licensed and con- 
structed, will inundate approximately 1,000 acres of national forest land with an 
estimated volume of six million board feet of pine and hardwood timber there- 
on and it is believed the project will also inundate a portion of Forest Develop- 
ment Road No. 47. He states that they have no objection to the permit being 
issued, but that subsequently, if application is made for a license, they may 
have special provisions to suggest for inclusion in the license relative to timber 
salvage and disposal, road locations, and other matters. 

An Assistant Secretary of the Interior, acting for the Secretary of the Interior, 
has informed the Commission that wildlife resources would be adversely affected 
by construction of the New Hope reservoir ; that bottomland hardwoods would be 
destroyed by flooding; and that when detailed plans for the construction and 
operation of the project become available, it may be possible to suggest measures 
that will partially mitigate the losses. He has also requested insertion in the per- 
mit of certain conditions in the interest of recreation and fish and wildlife 
resources substantially as hereinafter provided. 

The Governor of Alabama has informed the Commission that the proposed de- 
velopment will be of great value to the people of the State. 

The Division of Game, Fish and Seafoods, Department of Conservation, of 
the Sate of Alabama was notified of the filing of the application. 

The Commission finds: 


(1) The applicant is a corporation organized under the laws of the State of 
Alabama. 
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(2) The project will be located on navigable waters of the United States and 
will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) The project affects existing United States Lock and Dam No. 17 and no 
reason is apparent at this time to justify a finding that the navigation dam 
may be advantageously used by the United States for public purposes in addi- 
tion to navigation or that the development of the Upper New Hope site should 
be undertaken for public purposes by the United States. 

(5) The project as proposed would conflict with the proposed New Hope 
project and proposed power installation at United States Lock and Dam No. 
17 as set forth in the Corps of Engineers’ Interim Report on Headwater 
Reservoirs, Warrior River, Alabama, but it is in the public interest to allow 
the applicant to obtain additional engineering and economic data which may 
be useful in further consideration of a plan of development for the Warrior 
River. 

The Commission orders: 

(A) This preliminary permit is issued to Alabama Power Company (herein- 
after referred to as the Permittee) for a period of three years, effective as of 
December 1, 1954, for the sole purpose of maintaining priority of application 
for a license for Project No. 2165 to be located upon navigable waters of the 
United States and affecting lands of the United States at United States Lock 
and Dam No. 17 and within the William B. Bankhead National Forest, subject 
to the terms and conditions of the Act which is hereby incorporated by refer- 
ence as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, 16 F. P. C. 1303 entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions (described as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the preliminary permit to the Commission’s Regional 
Engineer in Atlanta, Georgia, or to such other officer as the Commission may 
designate, accurate statements of the work accomplished during the period and 
of the work contemplated under the preliminary permit for the ensuing period. 

Article 10. The Permittee shall consult with the Corps of Engineers, Depart- 
ment of the Army, with respect to navigation and flood control requirements 
and with the Alabama Division of State Parks regarding the recreational phases 
of the development. 

Article 11. The Permittee shall cooperate with the Alabama Conservation 
Department and the United States Fish and Wildlife Service in carrying out 
project planning in the interest of fish and wildlife preservation. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 
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Order approving revised exhibits and adjusting annual charges 


The California Oregon Power Co. 
Project No. 1927 


December 27, 1954 


In compliance with its license as amended, The California Oregon Power 
Company, licensee for Project No. 1927, filed on August 17, 1954, a revised Exhibit 
K for the Clearwater No. 1 Development showing a revision of the project boun- 
dary, and on October 18, 1954, filed revised Exhibits J, K, L, and M for the 
completed Clearwater No. 2 Development showing a fixed project boundary as 
finally established, the final design of project structures as constructed, and gen- 
eral description of equipment for the development. 

The revised exhibits, which modify or supersede certain exhibits now part of 
the license, are designated and described as follows: 


CLEARWATER NO. 1 DEVELOPMENT 


Evhibit K-21: One sheet (FPC No. 1927-167) modifying location of project 
boundary for part of control cable and transmission line shown on Exhibit K-20, 
Sheets 4 and 5 (FPC Nos. 1927-159 and -160). 


CLEARWATER NO. 2 DEVELOPMENT 


Exhibit J-17: One sheet (FPC No. 1927-168) a general & key map of Clear- 
water No. 2 Development and superseding Exhibit J-8, Sheets 1, 3 and 4 (FPC 
Nos. 1927-64, -66 and -67) ; 

Evhibit K-22: Four sheets (FPC Nos. 1927-169 to -172, inclusive) including 
38 pages of survey notes relating to the project boundary of Clearwater No. 2 
filed October 18, 1954 and superseding Exhibit K-11 (FPC No. 1927-71) ; 

Echibit L-23: Four sheets (FPC Nos. 1927-173 to -176, inclusive) showing 
plan, profile and sections of the Clearwater No. 2 penstock, forebay, diversion 
dam and powerhouse and superseding Exhibit L-10 (FPC No. 1927-77), Exhibit 
L-15 (FPC No. 1927-111) and Exhibit K-15 (FPC Nos. 1927-109 and —110) ; and 

Erhibit M-13: Two sheets, including a circuit diagram, giving a general de- 
scription of equipment of Clearwater No. 2 Development filed October 18, 1954 
and supplementing Exhibit M-13 filed August 31, 1953. 

The effect of the approval of Exhibits K-21 and K-22 will be: (1) to decrease 
the area of National Forest lands affected by the Clearwater No. 1 Development 
from 263.5 acres to 187.61 acres; and (2) to fix the area occupied by Clearwater 
No. 1 transmission line only as being equivalent to 4.2 miles of 100-foot-wide 
right-of-way; and to decrease the area of National Forest lands affected by 
Clearwater No. 2 Development from 1,430 acres to 183.77 acres; and the effect 
of approval of Exhibits L-23 and M-13 will be to show and describe the project 
facilities as constructed and installed. Consequently, the amount of annual 
charges specified in the license for the occupancy by the project of National 
Forest lands will require adjustment, and paragraph (b) of the license should 
be revised to show the changes in the project description. 

It appears that the Commission’s October 9, 1951, 10 F. P. C. 1430, order 
authorizing amendment of the license for Project No. 1927 to include therein the 
Fish Creek Development and construction of the Copeland Creek-Soda Springs 
access road inadvertently allocated the annual charges for the use by the road 
of National Forest lands to the Fish Creek Development rather than to the 
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Soda Springs Development. Consequently, all annual charges received from 
the licensee for the access road were credited in the statement of charges for 
1953 to overpayment by the licensee insofar as the Fish Creek Development 
was concerned. Provision is hereinafter made whereby the licensee is required 
to pay charges for the access road from July 1, 1950, the date the road was 
authorized by the Commission, and such additional charges added to the amount 
payable for the Soda Springs Development. 

The Commission finds: 

(1) The revised exhibits described in the second paragraph of this order 
conform to the Commission’s rules and regulations and should be approved as 
part of the license as amended for the project, and the following described ex- 
hibits which have been superseded should be eliminated from the license as 
amended : 

Exhibits J-8 (FPC Nos. 1927-64, -66, and -67), K-11 (FPC No. 1927-71), 
K-15 (FPC Nos. 1927-109 and -110), L-10 (FPC No. 1927-77), and L-15 (FPC 
No. 1927-111). 

(2) The amount of annual charges specified in Article 27 of the license as 
amended should be adjusted to include therein under the charges for the Soda 
Springs Development an additional amount for the Copeland Creek-Soda Springs 
access road and to reflect the differences in the area of lands of the United States 
occupied by the entire project, and the adjusted annual charges hereinafter 
imposed and specified are reasonable. 

(3) Inasmuch as the effect of the approval of revised Bxhibits L-23 and 
M-13 will be to show and describe the project facilities as constructed and in- 
stalled, paragraph (b) of Article 2 of the license should be revised appropriately. 

The Commission orders: 

(A) The revised exhibits referred to in finding (1) above are approved as 
part of the license for Project No. 1927, and the exhibits described in the said 
finding as having been superseded are excluded from the license. 

(B) Paragraph (b) of Article 2 of the license, insofar as it pertains to the 
Clearwater No. 2 Development, is revised to read as follows: 


CLEARWATER NO. 2 DEVELOPMENT 


A low concrete slab diversion dam about 26 feet high across Clearwater River 
located immediately below the mouth of Mowich Creek and Clearwater No. 1 
powerhouse; a small reservoir with normal water surface at elevation 3212 
feet (U. S. G. S.); a conduit consisting of 18,690 feet of gunite lined canal, 
7,293 feet of timber flume, 4,883 feet of concrete flume, 88 feet of concrete culvert, 
and 359 feet of rock flume for a total length of 31,313 feet; an open forebay with 
a capacity of 96 acre-feet; a steel penstock about 830 feet long; a powerhouse, 
located on North Umpqua River and discharging into the pond of the Toketee 
Development, containing a 36,000-horsepower turbine connected to a 26,000- 
kilowatt outdoor-type generator; an outdoor substation; an 800-foot 132-kv 
transmission line connecting the substation with the Clearwater No. 1-Toketee 
transmission line; and an access road extending from the Toketee Road to 
Clearwater No. 1 powerhouse; the location, nature, and character of which 
project works are more specifically shown by the exhibits hereinbefore cited 
for the development and by certain other exhibits which formed part of the 
application for amendment of license and which are designated and described 
as follows: 

Evhibit L-23: Four sheets (FPC Nos. 1927-173 to -176 inclusive) showing plan, 
profile and sections of the Clearwater No. 2 penstock, forebay, diversion dam 
and powerhouse, filed October 18, 1954; and 
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Ezhibit M-13: Two sheets, including a circuit diagram, giving a general de- 
scription of equipment of Clearwater No. 2 Development, filed October 18, 1954 
and supplementing Exhibit M-13 filed August 31, 1953. 

(C)The annual charges specified in paragraphs B and C of Article 27 of the 
license as amended are revised to the following extent only : 


PARAGRAPH B, ARTICLE 27 








Development Amount /|Effective date 
IN 966 pcbinetnaenntions deme SibeaninenennietnnnesinabhpnaneanGies sebs $381.44 | July 1,1950 
ieerwenes tee. &..5.............- wan nanan nen een eee eee 2-22 --2--------- 375.22 | July 1, 1952 
IONE BUI Rb ahs Rieti tat sect acne eceaepetaubeeiandipsanasuines 367.54 | July 1, 1952 


PARAGRAPH C, ARTICLE 27 


Effective July 1, 1952 for the purpose of recompensing the United States for 
the use, occupancy and enjoyment of its lands used for transmission line right- 
of-way only, $408.04. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided by Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
order. In acknowledgment of the acceptance of this order, it shall be signed for 
the Licensee and returned to the Commission within 60 days from the date of 
issuance of this order. 

Commissioner Draper not participating. 


Order deferring action on motion for an order requiring refunds 
Colorado Interstate Gas Co. 
Docket No. G-1115 
December 28, 1954* 


On December 1, 1954, the City and County of Denver (Denver), an intervener 
in the above proceeding, filed a motion for an order of the Commission re- 
quiring Colorado Interstate Gas Company (Colorado Interstate) to refund 
to ultimate consumers that part of the Texas gathering tax which the Com- 
mission conditionally included in the cost of service applicable to jurisdictional 
sales pending final adjudication of the constitutionality of said gathering tax. 

By Opinion No. 235 and order issued August 8, 1952, 11 F. P. C. 324, the Com- 
mission, pursuant to a rate investigation, reduced Colorado’s rates. In de- 
termining the total overall cost of service of $14,952,567 for the test year, the 
Commission included an amount of $1,840,797 as taxes other than Federal 
income taxes. The Commission further stated (11 FPC 324, 349, footnote 23): 


We note from the press that a district court of the State of Texas has held 
unconstitutional the Texas Gathering Tax but that an appeal may be taken. 
The above amount of $1,840,797 includes the estimated Texas gathering 
tax for the year 1952 in the amount of $573,332. Colorado is currently 
paying such tax under protest. It does not appear to us that we can make an 
adjustment therefor at this time, on the basis of these reports, but if 
Colorado is relieved from paying such tax, we shall require a further rate 
reduction. 


*Commission acted on Denver’s motion by order issued October 13, 1955. 
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Denver alleges that Colorado has been relieved from paying the Texas gas 
gathering tax by reason of the decision of the Supreme Court of the United 
States in Michigan-Wisconsin Pipe Line Company v. Calvert, 347 U. S. 157, 
decided February 8, 1954, in which the Supreme Court held the Texas gas gather- 
ing tax as invalid as an unconstitutional interference with interstate commerce; 
and that therefore it is appropriate for the Commission to enter an order re- 
quiring the refund of the Texas gas gathering tax which was provisionally 
included in the cost of service. 

Colorado Interstate on December 13, 1954, filed an answer to Denver’s mo- 
tion, alleging, inter alia, that a refund order would amount to reparations, con- 
trary to Section 5 (a) of the Natural Gas Act, and that the only proper method 
to deal with the situation is to enter into another rate inquiry, the result of 
which would have prospective effect only. 

Opinion No. 235 and order thereon issued on August 8, 1952, in this pro- 
ceeding, was brought for review in the Court of Appeals for the Tenth Circuit, 
sub nom, Colorado Interstate Gas Co. v. Federal Power Commission, 209 F. 2d 
717, and that Court affirmed said order in all respects save one. In the one mat- 
ter on which the Commission’s order was reversed and remanded, the Supreme 
Court of the United States has granted certiorari sub nom, Federal Power Com- 
mission v. Colorado Interstate Gas Company, 347 U. S. 1009, No. 45, October 
1954 Term, and the matter is now pending before that Court. In the mean- 
time, a stay of the Commission’s order has been granted by the Court of Appeals 
for the Tenth Circuit, and as a condition of the stay the decrement of the rate 
reduction is being held in escrow pending final judicial adjudication. The 
amount held in escrow is more than $4,000,000. It appears, however, that on 
final adjudication, a portion, if not all, of the escrowed fund will be subject 
to refund, so that it would be impracticable to order a separate refund of the 
lesser amount of Texas gas gathering tax at the present time. 

The Commission finds: 

It is necessary and appropriate in the public interest to defer action on Den- 
ver’s motion filed on December 1, 1954, and Colorado Interstate’s answer thereto 
filed on December 13, 1954, until final adjudication by the Supreme Court of the 
United States in Federal Power Commission v. Colorado Interstate Gas Com- 
pany, No. 45, October 1954 Term. 

The Commission orders: 

Action on the motion filed by Denver on December 1, 1954, and Colorado Inter- 
state’s response thereto filed on December 13, 1954, is deferred until final adjudi- 
cation by the Supreme Court of the United States in Federal Power Commission 
v. Colorado Interstate Gas Company, No. 45, October 1954 Term. 

Commissioner Draper not participating. 


Order making allocation of natural gas to Lake Shore Pipe Line Company 


Iroquois Gas Corporation and Tennessee Gas Transmission Company, G—2310; 

Tennessee Gas Transmission Company, G—2316; West Tennessee Public Utility 
District of Weakley, Carroll and Benton Counties, Tenn., G-2321; New York 
State Natural Gas Corporation and Tennessee Gas Transmission Company, 
G-2330; Tennessee Gas Transmission Company, G-—2331; Transcontinental 
Gas Pipe Line Corporation, G-—2367; City Gas Company of Newton, New 
Jersey, G—2389; Central Hudson Gas and Electric Corporation, G-2419 


468918—61——_107 
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December 28, 1954 


For the reasons set forth in Opinion No. 279, issued this day (In the Matters 
of Iroquois Gas Corporation, et al., Docket Nos. G—2310, et al., 13 F. P. C. 492), 
and incorporated herein by reference, the Commission finds: 

Good cause exists and it is in the public interest to allocate additional volumes 
of natural gas to Lake Shore Pipe Line Company. 

The Commission orders: 

Tennessee Gas Transmission Company shall sell and deliver additional volumes 
of natural gas to Lake Shore Pipe Line Company in the amount of 12,596 Mcf 
(15.025 psia) per day, upon the following allocations: (1) 1,711 Mcf per day for 
Conneaut Valley Gas Company; (2) 8,000 Mcf per day for Diamond Alkali 
Company; (3) the balance as an additional allocation for Lake Shore Gas Com- 
pany. 

Commissioner Draper not participating. 


Findings and order amending certificate of public convenience and necessity 
Colorado-Wyoming Gas Co. 
Docket No. G-2381 
December 28, 1954 


Colorado-Wyoming Gas Company (Applicant), a Delaware corporation with 
its principal office in Denver, Colorado, filed an application on October 4, 1954, to 
amend the certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act. 

Applicant was authorized, inter alia, by order issued May 20, 1954, in the 
above docket, 13 F. P. C. 1072, to construct and operate approximately 10,000 feet 
of 2-inch pipeline and a meter station at Broomfield, Colorado. Applicant pro- 
poses in its application to increase the lateral line to a 4-inch pipeline and to 
increase the capacity of the meter station in order to serve an expanded popula- 
tion in the area. An extension of time to December 31, 1954, within which to 
complete construction is also requested. 

The estimated cost of Applicant’s proposed facilities described above is $24,070, 
which can be financed from funds on hand. 

Temporary authorization for the construction and operation of the facilities 
involved herein was granted on October 21, 1954. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 20, 1954, respecting the matters involved in and the issues presented 
by the application. No protest to the granting of the application has been 
received. 

The Commission finds: 

(1) Itis appropriate in carrying out the provisions of the Natural Gas Act that 
the order issued herein on May 20, 1954, issuing a certificate of public convenience 
and necessity, be amended as hereinafter ordered. 

(2) Applicant having requested the omission of the intermediate decision 
procedure and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

The Commission orders: 

(A) The order of the Commission issued on May 20, 1954, issuing a certificate 
of public convenience and necessity in this proceeding, be and is hereby amended 
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to authorize the construction and operation by Applicant of the proposed facilities 
in lieu of those previously authorized at Broomfield, Colorado, all as hereinbefore 
described. 

(B) The order herein be and the same hereby is amended to extend the time 
within which to complete and place in operation the construction authorized to on 
or before December 31, 1954. 

(C) In all other respects, the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
New York State Natural Gas Corp. and Texas Eastern Transmission Corp. 
Docket No. G-2784 


December 28, 1954 


New York State Natural Gas Corporation and Texas Eastern Transmission 
Corporation (Applicants) filed an application on September 16, 1954, for a 
certificate of public convenience and necessity, pursuant to Section 7 (c) of the 
Natural Gas Act, authorizing the construction, acquisition, and operation of 
certain facilities for the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission. 

Applicants request authority to install and operate as part of the Oakford 
Storage Project certain additional field pipelines in the Murrysville Pool, West- 
moreland County, Pennsylvania. It is the purpose of these additional field pipe- 
lines to connect wells in the southern portion of the Murrysville Pool with the 
existing field pipeline system in order to provide for withdrawal of gas from 
the southern portion of the Pool and discharge into the northern portion of the 
field system. 

To provide suction on the wells in the southern portion of the pool and to 
discharge the gas thus withdrawn into the northern portion of the field system 
against higher pressure, Applicants request authority to operate a field booster 
compressor station of 3,980 horsepower. Applicants propose to obtain this 
booster station through acquisition, as tenants in common, of a 2,000-horsepower 
field gathering station and certain auxiliary equipment and pipelines used in 
connection therewith from The Peoples Natural Gas Company. To this, Ap- 
plicants propose to add 1,980 horsepower with necessary field lines, making a 
total of 3,980 horsepower for this field booster station. 

The total cost of all facilities is estimated at $1,160,044, to be shared equally 
between the Applicants. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 20, 1954, respecting the matters involved in and the issues presented 
by the application. No protest or petition to intervene has been received. 

The Commission finds: 

(1) New York State Natural Gas Corporation is a New York corporation with 
its principal place of business in Pittsburgh, Pennsylvania. It owns and oper- 
ates, among other facilities, a natural-gas transmission pipeline system in the 
States of Pennsylvania and New York, and by such operation is engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, subject to the jurisdiction of the Commission. 




























1646 FEDERAL POWER COMMISSION 


New York State Natural Gas Corporation is, therefore, a “natural-gas company” 
within the meaning of that term as used in the Natural Gas Act, as heretofore 
found by the Commission in its order of October 27, 1942, in Docket No. G-312, 
3 FPC 844. 

(2) Texas Eastern Transmission Corporation is a Delaware corporation 
with its principal place of business in Shreveport, Louisiana. It owns and op- 
erates, among other facilities, a natural-gas transmission pipeline system, and 
by such operation is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission. Texas Eastern Transmission Corporation is, 
therefore, a “natural-gas company” within the meaning of that term as used in 
the Natural Gas Act, as heretofore found by the Commission in its order of Oc- 
tober 10, 1947, in Docket No. G-880, 6 FPC 148. 

(3) The facilities heretofore described are proposed to be used for the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicants’ existing pipeline systems. 
The construction, acquisition and operation of the facilities by the Applicants 
are subject, therefore, to the requirements of subsections (c) and (e) of Sec- 
tion 7 of the Natural Gas Act. 

(4) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules, and regulations of the Commission thereunder. 

(5) The proposed construction, acquisition, and operation of the facilities 
hereinbefore described are required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered. 

(6) The public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), (4) 
(ii), (4) (iii), and (5) of Section 157.20 of the Commission’s Rules of Practice 
and Procedure (18 CFR 157.20) should attach to the issuance of the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder. The 
time within which construction and acquisition of the facilities authorized by 
this order shall be completed and in actual operation should be fixed at 6 months 
from the date on which this order issues. 

(7) Applicants having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.32 (b)) having been 
satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing Applicants to construct, acquire, and operate the facilities hereinbefore 
described, for the transportation and sale of natural gas, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) The certificate shall be accepted in writing, and under oath, by a respon- 
sible official of each Applicant, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (i), (3) (iii), (3) (iv), (4) (ii), (4) (iii), and 
(5) of Section 157.20 of the Commission’s Rules of Practice and Procedure shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and 
to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed, acquired and placed in actual operation, as provided by paragraph (2) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure, is hereby 
fixed at 6 months from the date on which this order issues. 
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(D) In addition to general terms and conditions attached by paragraph (B) 
to the issuance of the certificate granted herein, Applicants shall continue to 
submit to the Commission quarterly progress reports as required in paragraph 
(C) of the Commission’s order issued September 19, 1952, in Docket No. G—1391, 
including the following: 

(1) Completion data and logs on all wells drilled, redrilled or plugged. 

(2) Injection-withdrawal data, broken down as to source and ownership of 
gas. 

(3) Pressure data, including pressure advance studies. 

(4) Deliverability data, including back pressure studies and any intermediate 
Studies or conclusions on current output capacity or on ultimate capacity of 
original field pressure, reached in the operation at the storage project. 

Commissioner Draper not participating. 


Findings and order issuing certificate of public convenience and necessity 
Tennessee Gas Transmission Co. 
Docket No. G-—4262 


December 28, 1954 


Tennessee Gas Transmission Company (Tennessee or Applicant), a Dela- 
ware corporation having its principal place of business in Houston, Texas, filed 
an application on October 27, 1954, and a supplement thereto on November 17, 
1954, for a certificate of public convenience and necessity, pursuant to Section 7 
of the Natural Gas Act, authorizing it to increase its deliveries and sales of nat- 
ural gas to its following existing customers in the amounts shown 


Authorized | | Increase proposed 








| maximum Mef at 14.73 psia 
daily quan-|__ 
tity Mef 

jat 14.73 psia} Maximum | Average 

| day day 
—— — — _—— = — } i" 
Alabama-Tenn. Nat. Gas Co-...--- hitiendese , oon anal 40, 663 8, 997 2, 430 
I EID. «sank cs. cagupdantioceuednsat . an | 887 204 51 
Concord Nat. Gas Corp. (N. Raaarnaeseenns ; 1, 122 338 | 152 
Dickson, Tenn--_- ay ecaaeigehiraigueniiieaie 1,734 408 | 102 
Greenwich Gas Co. Conn.) _ eoqdmacns av 2, 142 | 462 268 
New Albany and Pentotoc, Miss....--.------ ‘ | 2, 820 | 709 213 
Portland, Tenn_. anes 663 | 153 39 
Ripley, Booneville, and Baldwyn, SERS | 2,001 | 1, 202 | 420 
Tennessee Nat. Gas Lines, Inc. saith 62, 425 11, 662 | 3, 499 
Western Kentucky Gas Co-..-...........----- na wi 16, 116 2, 458 | 861 
Westfield, Mass --.. . Sebi ni gaaeneni o 1, 632 348 | 156 





IN go ican: sa aoiw aransaiee see See ae ae ‘ 132, 296 | 26, 941 | 8, 191 


Tennessee also requests authorization to construct and operate a meter 
station on its Kinder-Portland line at a point near Corinth, Mississippi, for 
purposes of sale and delivery of natural gas to Alabama-Tennessee Natural Gas 
Company. The estimated cost of such meter station is $17,000. No other addi- 
tional facilities are proposed to be constructed. 

The proposed increased deliveries will be made through existing connections 
except to Alabama-Tennessee Natural Gas Company, as referred to above, from 
Tennessee’s authorized capacity not yet allocated by the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 20, 1954, respecting the matters involved and the issues presented 
in the application. No protest to the application has been received. 
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The Applicant states that the proposed increased deliveries of gas are re- 
quired by its customers principally to supply their additional domestic and 
commercial customers in existing market areas during the 1954-1955 winter 
season. 

The record shows that the Applicant has sufficient volumes of gas available 
to it and that its system has sufficient unallocated capacity to enable the de 
livery of the increased volumes of gas in the amounts and to the customers 
shown. 

The proposed increased deliveries will be made by Tennessee under its 
General Service or Small General Service Rate Schedules in its effective FPC 
Gas Tariff. 

The Commission finds: 

(1) Tennessee, a Delaware corporation with its principal place of business 
in Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found in the proceedings at Docket Nos. G—S08, 
et al.,6 F. P. C. 122. 

(2) The additional volumes of gas proposed to be delivered and sold by 
Tennessee, as listed above, will involve the transportation and sale for resale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, and such sales are subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(3) Tennessee is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed increased deliveries of natural gas by Tennessee in the 
amounts and to the customers shown above, and the proposed construction and 
operation of the meter station on its Kinder-Portland line for purposes of 
sale and delivery of gas to Alabama-Tennessee Natural Gas Company are re 
quired by the public convenience and necessity, and a certificate therefor should 
be issued. 

(5) Applicant having requested the omission of the intermediate decision 
vrocedure, and all the requirements of the provisions of Section 1.82 (b) (18 
C. F. R. 1.32 (b)) of the Commission's Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 
of the Commission’s General Rules and Regulations (18 C. F. R. 157.20) should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee Gas Transmission Company to sell and deliver 
the increased volumes of natural gas in the amounts and to the customers shown 
above, and to construct and operate a meter station on its Kinder-Portland line 
at a point near Corinth, Mississippi, for the purpose of sale and delivery of 
natural gas to Alabama-Tennessee Natural Gas Company, all as more fully 
described in its application, as supplemented, in this proceding, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath, by a re- 
sponsible officer of Tennessee, and the general terms and conditions set forth 
in paragraphs (1), (2), (3) (iii), and (5) of Section 157.20 of the Commission’s 
General Rules and Regulations shall attach to the issuance of such certificate 
and to the exercise of the rights granted thereunder. 
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(C) The time within which the sales herein authorized shall be actually 
undertaken and regularly performed by Applicant, as provided by paragraph 
(2) of Section 157.20 of the Commission’s General Rules and Regulations, is 
hereby fixed at 60 days from the date on which this order issues. 

(D) Applicant shall render the services herein authorized under its General 
Service or Small General Service Rate Schedules in its effective FPC Gas 
Tariff. 

Commissioner Draper not participating. 


Findings and order vacating order and issuing certificate of public convenience 
and necessity 


El Paso Natural Gas Co. 
Docket Nos. G-4373 and G-—1835 
December 28, 1954 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business in El Paso, Texas, filed an application on October 25, 
1954, with the Federal Power Commission, for a certificate of public conven- 
ience and necessity, pursuant to Section 7 (c) of the Natural Gas Act, author- 
izing the construction and operation of facilities for the transportation and sale 
of natural gas as hereinafter described and as more fully described in the 
application on file with the Commission for public inspection. 

Applicant proposes to construct and operate: (1) Approximately 1.3 miles 
of 2%-inch pipeline in Cochise County, Arizona, from a point of connection with 
its Huachuca line to a point adjacent to Fry, Arizona, together with necessary 
metering facilities at the Fry city gate; (2) a tap in Maricopa County, Arizona, 
on Applicant’s Phoenix power plant line, together with necessary regulating 
equipment to deliver gas for the St. John’s Indian Mission; and (3) a tap 
in Pima County, Arizona, on Applicant’s 6%-inch Tucson line, together with 
necessary metering facilities at the Alvernon city gate near Tucson, Arizona. 
On December 2, 1954, Applicant was granted temporary authority to construct 
and operate the proposed facilities. 

The proposed facilities will enable Applicant to sell and deliver natural gas: 
(1) to Arizona Public Service Company for resale at Fry, Arizona, and at the St. 
John’s Indian Mission near Laveen, Arizona; and (2) to the Tucson Gas, 
Electric Light and Power Company for resale in the suburban area of Estrella 
adjacent to the City of Tucson, Arizona. The estimated cost of the proposed 
facilities is $18,843 and their financing is to be out of Applicant’s available 
treasury funds. 

By order issued January 16, 1952, in Docket No. G—1835, the Commission 
authorized Applicant to construct a regulator and metering station on its line 
adjacent to the northeast corner of Ft. Huachuca Military Reservation in Co- 
chise County, Arizona, and to sell and deliver natural gas to Arizona Edison 
Company, Inc., for resale and distribution in Fry, Arizona. The service con- 
nection at this point was not made by Arizona Edison Company, Inc., or its suc- 
cessor, the Arizona Public Service Company, and the construction and operations 
authorized in Docket No. G—1835 to provide natural gas for Fry have not been 
undertaken. The 2%-inch line and metering facilities at the Fry city gate as 
proposed in Docket No. G-4378 are in lieu of the facilities authorized in Docket 
No. G-1835. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 13, and 14, 1954, respecting the matters involved and the issues pre- 
sented by the application. No protest to the application has been received. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its 
principal place of business at El Paso, Texas, is engaged in the transportation of 
natural gas in interstate commerce and the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and therefore is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its January 11, 1944 order in Docket No. G-288, 4 FPC 486. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale for resale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are 
subject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Applicant having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.32 (b) (18 CFR 
1.32 (b)) of the Commission’s Rules of Practice and Procedure having been 
satisfied, sufficient cause exists for the Commission forthwith to render its final 
decision in the instant proceeding. 

(6) The proposed construction and operation of facilities to provide natural 
gas service for Fry, Arizona, would duplicate authorization heretofore granted 
and the order issued in Docket No. G-1835 should be vacated. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the application 
in this proceeding, for the transportation and sale for resale of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing; and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (1), (2), (3) (i), (8) (iii), (8) (iv), and (5) of Section 157.20 of 
the Commission’s Rules and Regulations, including tthe Rules of Practice and 
Procedure, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed andd placed in actual operation as provided by paragraph (2) of Section 
157.20 of the Commission’s Rules of Practice and Procedure is hereby fixed at 
4 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
initially under Applicant’s presently effective Rate Schedules A-1 and B-1, as 
proposed, or any effective superseding Rate Schedule. 

(E) The order issued on January 16, 1952, authorizing the Applicant to con- 
struct and operate facilities for the delivery and sale of natural gas for resale in 
Fry, Arizona, be and the same hereby is vacated in Docket No. G—1835. 
Commissioner Draper not participating. 
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Order allowing service agreements to take effect 


Consolidated Gas Electric Light and Power Company of Baltimore v. Penn- 
sylvania Water & Power Company, Respondent, Public Service Commission 
of Maryland, Intervener, E-6445; Public Service Commission of Maryland 
v. Pennsylvania Water & Power Company, Susquehanna Transmission Com- 
pany of Maryland, Safe Harbor Water Power Corporation, Consolidated Gas 
Electric Light and Power Company of Baltimore, Metropolitan Edison Com- 
pany, Pennsylvania Power & Light Company, and Philadelphia Electric Com- 
pany, Respondents, Pennsylvania Public Utility Commission, Intervener, 
E-6350 

December 29, 1954 


These proceedings were initiated by a complaint filed April 10, 1951, by the 
Public Service Commission of Maryland and a complaint filed July 23, 1952, 
by Consolidated Gas Electric Light and Power Company of Baltimore (Balti- 
more). Hearings were held commencing October 19, 1953, concerning the issues 
involved herein. On October 7, 1954, an agreement was entered into by the 
Pennsylvania Water & Power Company (Penn Water) and Pennsylvania Power 
& Light Company (P. P. & L.) proposing a merger whereby stockholders of 
Penn Water would exchange their common stock for preferred and common 
stock of P. P. & L. and the facilities of Penn Water would be merged into P. P.& L 
On December 15, 1954, stockholders of the respective companies approved the 
proposed merger. 

Hearings were held on December 16 and December 21, 1954, for the purpose 
of reaching an interim settlement of these proceedings with a view to the 
possible ultimate settlement of the entire proceedings if the merger is ultimately 
consummated. At the hearing Penn Water offered new service agreements with 
its customers to supersede the tariff and related service agreements prescribed 
by the Commission in Pennsylvania Water & Power Company, Docket No. 
IT-5915, 8 F. P. C. 1, which have been given the following designations: 








Exhibit) Other party Designation | Effective 
No. | date 
| = be 
69 Pennsylvania Power & Light Co_......... Pennsylvania Water & Power Co 11/1/54 


| Rate Schedule FPC No. 13 (super- 
| |  sedes FPC No. 10, assupplemented). 


64 | Susquehanna Transmission Co. of Mary- | Rate Schedule FPC No, 14! (trans- | 11/1/54 
land, Safe Harbor Water Power Corp., mission contract). 
Consolidated Gas Electric Light and | 
Power Co. 

67 | Consolidated Gas Electric Light & Power | Rate Schedule FPC No. 15? (inter- ® 
Co., Philadelphia Electric Co., Pennsyl- | change agreement). 


vania Power & Light Co., Metropolitan | 
Edison Co., Susquehanna Transmission 
Co. of Maryland. 








68 | Philadelphia Electric Co_.................- | Rate Schedule FPC No, 16 (super- 12/1/54 
sedes FPC No. 11, assupplemented). 
70 | Metropolitan Edison Co_.................- | Rate Schedule FPC No. 17 (super- 12/1/54 
|  sedes FPC No. 12, assupplemented). 
71 — Gas Electric Light & Power | Rate Schedule FPC No. 18 !________-- 11/1/54 
0. 





* Rate a FPC Nos. 14 and 18 together supersede prescribed Rate A, and Rate Schedules FPO 
yos. 1 and 8. 

2 Rate Schedule FPC No. 15 supersedes the interchange arrangements presently contained in Rate Sched- 
ules FPC Nos. 10, 11 and 12. 

3 Rate Schedule FPC No. 15 is to become effective as of 11/1/54 with respect to interchange arrangements 
with Penn Water Power Co., Consolidated Gas Electric Light & Power Co. and Pennsylvania Power & 
Light Co., and as of 12/1/54 with respect to interchange arrangements with Metropolitan Edison Co., and 
Philadelphia Electric Co. 
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In support of the proposed rates, but for the purpose of an interim settlement 
only, Penn Water offered in evidence Exhibits 51 through 63 which contained 
the rate base, cost of service, allocation of costs, and proposed rates and charges 
based on the test year 1953 adjusted for known changes in 1954. Penn Water’s 
rate base for the test year, adjusted, is $50,844,026. Penn Water’s proposed 
cost of service, including a 544% rate of return allocated to jurisdictional busi- 
ness, is $9,516,512. The proposed rates would yield $9,563,504 from wholesale 
eustomers. 

In the basic contracts proposed by Penn Water there was included a fuel ad- 
justment clause attached to the contracts as an appendix. The staff and the 
Pennsylvania Public Utility Commission opposed the inclusion of the fuel ad- 
justment clause in the contracts. In Exhibit 75 Penn Water requested the elim- 
ination of such fuel adjustment provision from the contracts. 

The proposed service agreements provide for the sale by Penn Water to its 
customers of proportional amounts of the capacity and energy available on its 
system, including one-third of the capacity and energy available from Safe 
Harbor Water Power Corporation. The proposed rates are $1.605 per kilowatt 
ef capacity, and energy charges of 3.5 mills per kwh of on-peak energy and 2.5 
mills per kwh of off-peak energy. Provision is made also for charges for spe 
cial services. Under its present rate schedules, Penn Water provides firm 
service to its Pennsylvania customers at rates of $1.38 per kilowatt of capacity 
and 2.5 mills per kwh of energy. Baltimore purchases from Penn Water under 
a residual cost-of-service rate schedule. 

The contracts between Penn Water and P. P. & L. and between Penn Water 
and Baltimore carry a proposed effective date of November 1, 1954. The con- 
tracts of Penn Water with Metropolitan Edison Company and Philadelphia 
Electric Company have proposed effective dates of December 1, 1954. There 
was no objection by any party to the proceeding to the proposed rates or the 
effective dates of the proposed contracts. All parties to the proceeding joined 
in requesting that the record and the proposed contracts be certified to the 
Commission. 

The Commission finds: 

(1) On the basis of the record herein, the rates proposed by Penn Water 
are just and reasonable and should be allowed to take effect. 

(2) Good cause exists to allow the proposed contracts to take effect as of the 
proposed effective dates subject to the conditions hereinafter ordered. 

The Commission orders: 

(A) The proposed contracts filed by Penn Water on December 16, 1954, desig- 
nated as Rate Schedules 13, 14, 15, 16, 17, and 18, excluding Appendix A of Rate 
Schedules 16, 17, and 18, and Appendix B of Rate Schedule 13, are hereby 
allowed to take effect as of the effective dates contained in each of such con- 
tracts. 

(B) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in this or other proceeding 
now pending, or, hereafter instituted, by or against the parties herein. 
Chairman Kuykendall not participating. 
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Order issuing certificates of public convenience and necessity 


Texas Gas Pipe Line Corp., Transcontinental Gas Pipe Line Corp., 
Texas Gas Corp., et al. 


Docket Nos. G—2405, G-2406 and G—2935, et al. 
December 29, 1954* 


On April 9, 1954, Texas Gas Pipe Line Corporation (Texas Pipe Line), Appli- 
cant at Docket No. G—2405, a Delaware corporation having its principal place 
of business in Houston, Texas, filed an application for a certificate of public 
convenience and necessity, wherein it seeks authorization, pursuant to Section 
7 of the Natural Gas Act, to construct and operate 2.37 miles of 12%-inch trans- 
mission pipeline and a 1600-H. P. compressor station, together with appurtenant 
facilities, all as more fully described in its application, which will traverse the 
State line between the States of Texas and Louisiana and connect its existing 
system, consisting of 13.5 miles of 12%-inch pipeline, with the proposed 12-inch 
lateral line which Transcontinental Gas Pipe Line Corporation (Transconti- 
nental) seeks authorization to construct at Docket No. G—2406. 

Texas Pipe Line also seeks authorization herein to transport, by means of 
its existing and proposed facilities, and sell to Transcontinental, natural gas 
from dedicated reserves located in Chambers, Jefferson, Orange and Galveston 
Counties, Texas. 

On April 9, 1954, Transcontinental, a Delaware corporation having its principal 
place of business at Houston, Texas, filed an application for a certificate of 
public convenience and necessity wherein it seeks authorization, pursuant to 
Section 7 of the Natural Gas Act, to construct and operate 25.37 miles of 12-inch 
pipeline, all as more fully described in its application, which will extend from 
its main transmission line in Calcasieu Parish, Louisiana, to the said intersection 
in Cameron Parish, Louisiana, with the proposed facilities of Texas Pipe Line. 

On September 21, 1954 Texas Gas Corporation (Texas Gas), Applicant at 
Docket No. G-—2935, a Texas corporation having its principal place of business 
at Houston, Texas, filed an application for a certificate of public convenience 
and necessity wherein it seeks authorization, pursuant to Section 7 of the 
Natural Gas Act, to transport, for the account of and deliver to Texas Pipe 
Line, natural gas produced from the reserves which have been dedicated by 
Texas Pipe Line to Transcontinental, all as more fully described in the applica- 
tion of Texas Gas, the exhibits herein and the testimony of record.’ 

: 7” * . + * * 

Texas Pipe Line estimates its capital needs at $1,084,329, of which $967,179 
represents facilities acquired and to be constructed. Texas Pipe Line will give 
the Texas Gas Corporation its common stock in the amount of $483,000 and a non- 
interest bearing note for $101,529. For those facilities to be constructed, and to 
defray organization expenses and to provide working funds, Texas Pipe Line pro- 
poses to borrow $500,000. 

Transcontinental estimates the cost of its proposed facilities will approxi- 
mate $1,076,000, which Transcontinental proposes to finance from company funds. 

Pursuant to due notice, public hearings were held in Washington, D. C., com- 
mencing on July 7, 1954 and concluding on November 29, 1954, respecting the 
matters involved and the issues presented by the applications. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
1The evidence of record indicates that it will be necessary for Texas Gas to construct 
certain facilities in order to transport and deliver natural gas as proposed herein. 
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Petitions seeking leave to intervene in Docket Nos. G-2753, G-—2788, G—2789, 
G-2794, G-2795, G-2812, G-2817, G-2830, G-2935, G-3163, G-3606, G-3607, G-3631, 
G-3637, G-3787, G-3964, G-3965, G-3966, and G-4311 were filed as follows: 


PETITIONER AND DATE FILED 


The United Gas Improvement Company, November 19, 1954. 

The Brooklyn Union Gas Company, November 22, 1954. 

Consolidated Edison Company of New York, Inc., November 22, 1954. 

Public Service Electric and Gas Company, November 22, 1954. 

Philadelphia Electric Company, November 22, 1954. 

Long Island Lighting Company, November 23, 1954. 

South Jersey Gas Company, November 26, 1954. 

The above-named Petitioners were not permitted by the Trial Examiner to 
participate in the proceedings indicated in which they filed petitions to inter- 
vene. The Public Service Commission of the State of New York was permitted 
to become an intervenor in the proceedings at Docket Nos. G—2405 and G—2406. 
We took action on December 8, 1954 to overrule the Trial Examiner and to 
permit interventions and to reset for hearing these consolidated proceedings. 
In view of subsequent representations by petitioners we will rescind such 
action. 

The Petitioners and the Public Service Commission of the State of New York 
raised issues relative to the reasonableness of the initial price for natural gas 
to be paid producer applicants, price redetermination clauses, and to the 
favored nations provisions in the respective gas purchase contracts. The im- 
portance of the issues propounded is recognized, but we conclude that they 
need not be resolved in this consolidated proceeding, inasmuch as those peti- 
tioning to intervene and the Public Service Commission of the State of New 
York have advised the Commission that they do not now desire to persist in 
their respective interventions but, instead, favor the issuance of proper certifi- 
cation forthwith. However, being cognizant of the interests expressed, we will 
provide in the order to be issued in this proceeding that our action will neither 
foreclose nor prejudice any future proceeding or objections relating to the 
operation of any price or related provision in the gas purchase contracts herein 
involved. 

Transcontinental and Texas Pipe Line orally moved upon the record during 
the course of the hearing, pursuant to the provisions of Section 1.30 (c) of the 
Commission’s Rules of Practice and Procedure (18 CFR 1.30 (c)) for the 
omission of the intermediate decision in the above-entitled matter. 

The Commission finds: 

(1) Texas Pipe Line, a Delaware corporation, upon the commencement of 
the proposed service herein authorized, will utilize existing and proposed facili- 
ties for the transportation and sale of natural gas in interstate commerce for 
resale. Texas Pipe Line will therefore be a “natural-gas company” within the 
meaning of the Natural Gas Act, and the construction and operation of facilities 
and the sale of natural gas as herein proposed by Texas Pipe Line are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(2) Transcontinental, a Delaware corporation having its principal place of 
business at Houston, Texas, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission in its order issued 
April 28, 1950, In the Matter of Transcontinental Gas Pipe Line Corporation, 
Docket No. G—1277. 
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(3) Texas Gas, a Texas corporation having its principal place of business 
at Houston, Texas, owns and operates interconnected transportation, gathering 
and processing facilities in Jefferson, Chambers, and Orange Counties, Texas. 
Texas Gas, upon commencement of the service herein proposed, will be en- 
gaged in the transportation and sale of natural gas in interstate commerce, 
and is, therefore, a “natural gas company” subject to the jurisdiction of the 
Commission, within the meaning of the Natural Gas Act. 

(4) The proposed transportation and sale of natural gas, as more fully de- 
scribed in the application of Texas Gas, will be made in interstate commerce 
subject to the jurisdiction of the Commission, and such transportation and sale, 
together with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) Texas Pipe Line, Transcontinental, and Texas Gas are able and willing 
to do the acts and to perform the service proposed, and to conform to the pro- 
visions of the Natural Gas Act, and the requirements, rules, and regulations of 
the Commission thereunder. 

(6) The proposed construction, operation of facilities and service by Texas 
Pipe Line and Transcontinental and the service by Texas Gas, together with 
the proposed construction and operation of facilities of Texas Gas, subject to 
the jurisdiction of the Commission, all as more fully described in the respec- 
tive applications of the Applicants, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

Z * ~ 7 * * * 


(15) The Petitioners hereinbefore referred to, including the Public Service 
Commission of the State of New York, have advised the Commission that, in 
the circumstances, they do not oppose the granting of the certificates of public 
convenience and necessity, as requested by the Applicants herein, therefore their 
requests for intervention need not be passed upon nor further considered. In 
the circumstances, further consideration with respect to such petitions to in- 
tervene and notice of intervention is not necessary. 

(16) Due and timely execution of the Commission’s functions under the 
Natural Gas Act imperatively and unavoidably requires the omission of the 
intermediate decision procedure in this consolidated proceeding. 

(17) Our action of December 8, 1954, permitting intervention and setting 
these proceedings for further hearing should be rescinded. 

The Commission orders: 

(A) The intermediate decision procedure in the above-entitled matters be and 
the same is hereby omitted. 

(B) A certificate of public convenience and necessity be, and the same hereby 
is, issued authorizing Texas Pipe Line to operate its existing facilities and to 
construct and operate the other facilities hereinabove described, all as more 
fully described in the application in Docket No. G—2405, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(C) A certificate of public convenience and necessity be, and the same hereby 
is, issued authorizing Transcontinental to construct and operate the facilities 
hereinabove described, all as more fully described in the application in Docket 
No. G—2406, for the transportation and sale of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 
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(D) The certificates issued by paragraphs (B) and (C) shall be accepted in 
writing, and under oath by a responsible official of Applicants, and the general 
terms and conditions set forth in paragraphs (1), (2), (3) (i), (8) (ii), 
(3) (iii), (8) (iv), and (5) of Section 157.20 of the Commission’s Rules and 
Regulations, including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraphs (B) and (C) hereof, and 
to the exercise of the rights granted thereunder. 

(E) The time within which the facilities hereby authorized in paragraphs 
(B) and (C) hereof shall be constructed and placed in actual operation, as 
provided by paragraph (2) of Section 157.20 of the Commission’s Rules of Prac- 
tice and Procedure, is hereby fixed at 6 months from the date on which this 
order issues. 

(F) A certificate of public convenience and necessity be, and the same hereby 
is, issued to Texas Gas authorizing the transportation and sale of natural gas 
in interstate commerce, together with the construction and operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, as 
hereinabove described, all as more fully described in the application, testimony 
and exhibits in this proceeding, upon the terms and conditions of this order. 

(G) The certificate issued in paragraph (IF) shall be accepted in writing and 
under oath by applicant within thirty days from the issuance of this order. 

» + * ca = o . 

(K) The certificates issued herein are not transferable and shall be effective so 
long as the respective applicants continue the acts or operations hereby author- 
ized in accordance with the provisions of the Natural Gas Act, this order, and 
any pertinent rules, regulations or orders heretofore or hereafter issued by the 
Commission. 

(L) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the Appli- 
eants. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceeding or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 

(M) Our action of December 8, 1954 referred to in paragraph (17) be and is 
hereby rescinded. 

Commissioner Draper not participating. 


Order amending preliminary permit 
Pacific Northwest Power Co. 
Project No. 2147 


December $1, 1954 


Application was filed November 22, 1954, by Pacific Northwest Power Com- 
pany, permittee for proposed Project No. 2147, comprising two hydroelectric de- 
velopments known as Bruces Eddy and Penny Cliffs, for amendment of its per- 
mit to exclude therefrom the Penny Cliffs development. 

The applicant states that investigations thus far conducted under its pre- 
liminary permit respecting costs, nonpower features, possible financing arrange- 
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ments and other related matters in connection with the proposed Penny Cliffs 
development—solely from the viewpoint of power development—show that the 
public interest would best be served by development of other hydroelectric sites 
prior to development of the Penny Cliffs site. The applicant notes also that 
there is an indication that the proposed Penny Cliffs development might have an 
effect on the wildlife and fish in the area and that an adequate investigation to 
determine the effect of this impact might occupy a period of time in excess of 
the period of the outstanding preliminary permit or any legal extension thereof. 

In the circumstances just recited, the applicant states that it is not willing to 
retain priority rights to the Penny Cliffs development where it does not appear 
that it would be prepared to exercise its priority within a reasonably early 
period of time. 

The Commission finds: 

In view of the situation described by the applicant herein, it will not be in- 
consistent with the public interest to exclude from the preliminary permit for 
Project No. 2147 the proposed Penny Cliffs development as hereinafter provided. 

The Commission orders: 

(A) The preliminary permit issued August 18, 1954, 13 F. P. C. 1322, to 
Pacific Northwest Power Company for proposed Project No. 2147 is amended, 
effective as of December 1, 1954, to exclude therefrom the proposed Penny Cliffs 
development described in paragraph (a) of the permit. 

(B) This amendment in the manner set out above shall not operate to alter 
or amend the preliminary permit in any other respect, and shall not in any way 
constitute a waiver of any other part, provision or condition of the permit. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this amendment of preliminary permit. In acknowledgment of the 
acceptance of this amendment of preliminary permit, it shall be signed for the 
permittee and returned to the Commission within 60 days from the rate of 
issuance of this order. 

Commissioner Draper not participating. 


Order issuing preliminary permit 
Public Utility District No. 1 of Snohomish County, Wash. 
Project No. 2157 
December 31, 1954 


Application was filed May 24, 1954, by Public Utility District No. 1 of Snohom- 
ish County, Washington, of Everett, Washington, for a preliminary permit 
under the Federal Power Act (hereinafter referred to as the Act) for proposed 
Project No. 2157 on the Sultan River, tributary to Snokomish River which, in 
turn, is tributary to Snohomish River, in Snohomish County, Washington, and 
affecting lands of the United States within Snoqualmie National Forest. 

As described in the application, the proposed project would consist of: (a) 
a dam about 300 feet in height across the Sultan River in the SW4NW¥Y of 
Section 29, T. 29 N., R. 9 E., creating a reservoir of about 200,000 acre-feet of 
usable storage at maximum elevation of 1,505 feet; a tunnel and pipeline about 
7.5 miles long; a powerhouse on Lake Chaplain (elevation 642 feet) with in- 
stalled capacity of 65,000 kilowatts; and (b) a canal and pipeline about 2 miles 
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long from Lake Chaplain to a point on Sultan River about one-half mile below 
the confluence of Chaplain Creek; a powerhouse with installed capacity of 
60,000 kilowatts ; and appurtenant facilities. 

The application states that the comprehensive plan for the proposed project 
will be to furnish electric energy to the applicant’s existing retail distribution 
system and to augment the present water supply for the City of Everett, Wash- 
ington. The project would be interconnected with the Northwest Power Pool 
and surplus power would be available for distribution through its facilities. The 
project would be operated to use the Lake Chaplain power plant and the Cha- 
plain Creek plant (on Sultan River) as a peaking plant with Lake Chaplain 
serving as a regulating reservoir. 

The Office of the Chief of Engineers, Department of the Army, has reported 
that the proposed project would be located at the same site as a project con- 
sidered for development by the Corps of Engineers in the Snohomish River Basin 
and reported on in House Document No. 258, 73d Congress, 2d Session; that the 
conclusions reached on the considered project as presented at that time were 
that it appeared to be preferable to utilize the site for its maximum power and 
domestic water supply potentialities; that those conclusions are still valid and, 
therefore, terms and conditions in the interest of navigation or flood control may 
not be necessary to include in any subsequent license for the project, if issued. 

An Assistant Secretary of the Interior has reported: that some fish and wild- 
life habitat will be destroyed through inundation by Sultan Reservoir and modi- 
fication of stream flows; that blacktailed deer will suffer a moderate loss while 
effects on resident trout will be dependent primarily upon operation practices; 
that inasmuch as runs of silver and chinook salmon and steelhead trout could 
be harmed by the alteration of stream flow pattern in the 10.3 miles of Sultan 
River below the City of Everett’s diversion dam, the effects of operation prac- 
tices on fish life require careful study; and the report concludes that the inter- 
ests of the Department would not be affected adversely by the issuance of a 
preliminary permit. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Snoqualmie National Forest, has reported favorably on the 
application as hereinafter provided. 

The Department of Fisheries and the Department of Game of the State of 
Washington have reported that the project will not be detrimental to the 
fishery production potential of the Sultan River, if made subject to cooperative 
planning and agreement between the applicant and the fisheries agencies of the 
State of Washington. 

The City of Everett, Washington, has reported that it has no objection to the 
application, provided nothing be done that would endanger its water supply. 

The Commission finds: 

(1) The applicant is a municipal corporation organized under the laws of the 
State of Washington, and is a municipality as that term is defined in Section 
3 (7) of the Federal Power Act. 

(2) Public notice of the application has been given and no conflicting applica- 
tion is before the Commission. 

(3) No reason is apparent at this time for construction of the proposed project 
by the United States. 

The Commission orders: 

(A) This preliminary permit is issued to Public Utility District No. 1 of 
Snohomish County, Washington (hereinafter referred to as the Permittee), for 
a period of 36 months, effective as of December 1, 1954, for the sole purpose of 
maintaining priority of application for license for proposed Project No. 2157, 
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subject to the terms and conditions of the Act which is incorporated herein by 
reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, F. P. C. 1303, entitled “Terms and Conditions of Preliminary Permit”, 
which terms and conditions, described as Article 1 through 8 therein, are at- 
tached hereto and made a part hereof; and subject to the following special con- 
ditions set forth herein as additional articles: 

Article 9. Permittee shall submit at the close of each 6-month period from 
the effective date of this preliminary permit to the Regional Engineer of the 
Commission having supervision over the project or to such other officer as the 
Commission may designate, accurate statements of the work accomplished during 
the period and the work contemplated under the permit for the ensuing period. 

Article 10. Permittee shall cooperate with the State of Washington Depart- 
ment of Fisheries and Department of Game and with the U. S. Fish and Wild- 
life Service in carrying out project planning in order that necessary considera- 
tion may be given to the protection of fish and wildlife resources. 

Article 11. Permittee shall, prior to undertaking any investigational work 
under this preliminary permit on National Forest lands, consult with the Re- 
gional Forester, United States Forester Service, Portland, Oregon, as to reason- 
able requirements relative to operations, field surveys and explorations, and 
shall abide by such requirements. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 

Commissioner Draper not participating. 


Order to show cause and fixing date for hearing 
Maine Consolidated Power Co. 
Docket No. E-6595 


December 31, 1954 


Maine Consolidated Power Company (Maine Consolidated), incorporated in 
Maine, with its principal place of business at Farmington, Maine, has failed 
to file its Annual Report to the Federal Power Commission on F. P. C. Form 
No. 1 for the year 1953 in compliance with the Commission’s General Rules 
and Regulations, particularly Section 141.1 (18 CFR 141.1) prescribing Form 
No. 1. 

From information available in the files of the Commission, it appears that 
Maine Consolidated owns and operates a system for the generation, trans- 
mission and distribution of electric energy located in the Counties of Franklin 
and Somerset in Maine in and about the Town of Farmington. It appears 
further that the Company is a Class B Company, as defined in the General 
Instructions to Form No. 1, since its Annual Report for the year 1952, filed 
by it July 16, 1953, states its electric operating revenues as more than $250,000 
and less than $750,000 and the original cost of its electric plant as less than 
$4,000,000. The General Instructions provide that Class B companies shall 
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file with this Commission an original and two conformed copies of the Annual 

Report on F. P. C. Form No. 1 on or before March 31 for the preceding 
calendar year when the company is on a calendar year basis, as is the case here. 

The requirement for filing the Annual Report for 1953 on the prescribed form 
was brought to the attention of Maine Consolidated by letter of April 29, 1954, 
by telegram of June 8, 1954, and by letter of July 19, 1954, but no response 
has been received from the Company. In the latter letter the requirement 
of filing the report by electric companies, whether or not engaged in inter- 
state commerce and otherwise subject to the jurisdiction of the Commission, 
was explained to Maine Consolidated. 

The Commission orders: 

(A) A public hearing be held commencing January 25, 1955, at 10:00 a. m. 
(EST) in the Federal Power Commission Hearing Room, 441 G Street, N. W., 
Washington 25, D. C., at which hearing Maine Consolidated shall show cause, 
if any there be, why the Commission should not— 

(i) Find and determine that Maine Consolidated has failed to comply with 
the provisions of the Federal Power Act and of rules and regulations promul- 
gated thereunder requiring the filing of the Annual Report referred to above. 

(ii) Find and determine that it is necessary or appropriate, to enable the 
Commission to carry out the provisions of the Act, to require Maine Consoli- 
dated to file the Annual Report referred to above within a reasonable time 
to be fixed by the Commission. 

(iii) Find and determine that Maine Consolidated, in failing to file the 
Annual Report referred to above, has wilfully and knowingly violated the 
Federal Power Act. 

(iv) Issue such other orders as may be necessary or appropriate to carry 
out the provisions of the Act, initiate proceedings to bring about compliance 
with the Act and the rules and regulations issued thereunder, transmit evidence 
of violation of the Act, and regulations promulgated under the Act, to the 
Attorney General for institution of appropriate proceedings, and take such 
other steps as may be appropriate under the Act. 

(B) Interested State commissions may participate in the hearing ordered 
herein, as provided by Rules 1.8 and 1.387 (f) of the Commission’s General 
Rules and Regulations, including Rules of Practice and Procedure, dated January 
1, 1948 (18 CFR 1.8 and 1.37 (f) ). 

Chairman Kuykendall not participating. 


Order to show cause and fiwing date for hearing 
Central Electric & Gas Co. 
Docket No. E-6596 
December 31, 1954 


Central Electric & Gas Company (Central Electric), incorporated in Delaware 
with its principal place of business at Lincoln, Nebraska, has failed to file its 
Annual Report to the Federal Power Commission on F. P. C. Form No. 1 for the 
year 1953, in compliance with the Commission’s General Rules and Regulations, 
particularly Section 141.1 (18 CFR 141.1) prescribing Form No. 1. 

From information available in the files of the Commission, it appears that 
Central Electric owns and operates systems for the generation, transmission and 
distribution of electric energy in the southeastern part of South Dakota, in the 
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southwestern part of South Dakota, and in and about Farmington, Minnesota. It 
appears further that the Company is a Class A Company, as defined in the General 
Instructions to Form 1, since its Annual Report for the year 1952, filed by it 
April 15, 1953, states its electric operating revenues as more than $750,000. The 
General Instructions provide that Class A companies shall file with this Com- 
mission an original and two conformed copies of the Annual Report on F. P. C. 
Form No. 1 on or before March 31 for the preceding calendar year, when the 
company is on a calendar year basis, as is the case here. 

The requirement for filing the Annual Report for 1953 on the prescribed form 
was brought to the attention of Central Electric by letter of April 29, 1954, to 
which the Company responded by letter of May 18, 1954, that it intended to dis- 
continue filing the report. By letter of June 10, 1954, the requirement of filing the 
report by electric companies, whether or not engaged in interstate commerce 
and otherwise subject to the jurisdiction of the Commission, was explained to 
Central Electric, but no response has been received. 

The Commission orders: 

(A) A public hearing be held commencing January 24, 1955, at 10:00 a. m. 
(EST) in the Federal Power Commission Hearing Room, 441 G Street, N. W., 
Washington 25, D. C., at which hearing Central Electric shal! show cause, if any 
there be why the Commission should not— 

(i) Find and determine that Central Electric has failed to comply with the 
provisions of the Federal Power Act and of rules and regulations promulgated 
thereunder requiring the filing of the Annual Report referred to above. 

(ii) Find and determine that it is necessary or appropriate to enable the Com- 
mission to carry out the provisions of the Act, to require Central Electric to file 
the Annual Report referred to above within a reasonable time to be fixed by the 
Commission. 

(iii) Find and determine that Central Electric, in failing to file the Annual 
Report referred to above, has wilfully and knowingly violated the Federal Power 
Act. 

(iv) Issue such other orders as may be necessary or appropriate to carry out 
the provisions of the Act, initiate proceedings to bring about compliance with 
the Act and the rules and regulations issued thereunder, transmit evidence of 
violation of the Act, and regulations promulgated under the Act, to the Attorney 
General for institution of appropriate proceedings, and take such other steps as 
may be appropriate under the Act. 

(B) Interested State commissions may participate in the hearing ordered 
herein, as provided by Rules 1.8 and 1.37 (f) of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, dated January 1, 
1948 (18 CFR 1.8 and 1.37 (f)). 

Chairman Kuykendall not participating. 
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